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For the last few weeks the government of India has been leaning over backwards 
in an efTort to create the impression that it is greatly concerned with the situation 
of non-development which holds the country captive. Since a touch of drama 
helps publicity, there have been various rumours of sharp differences of views 
between the Prime Minister and her advisers on the one band and the Finance 
Minister on the other. Broadly speaking, the attempt has been to present Mrs 
Gandhi as a leader who is keen on pulling the economy out of the morass it has 
got into and Mr CTuoan as a colleague who is proving difficult. 

If there is truth in ibis picturi^ation. it may only be to the extent that the pre¬ 
sent Finance Minister has generally shown himself to he negative in his ideas and 
unproductive in his attitudes. There seems to be much Jess warrant, unfortu¬ 
nately, for the other supposition that the Prime Minister herself is just rearing to 
go. On the great economic issues of today, such as industrial stagnation, growing 
unemployment or rising prices, the government, including the Prime Minister, 
docs not appear to be any more sure oJ purpose or direction than is Mr Chavan 
individually. 

It is true that New Delhi has at least decided to commit iuelf to providing 
West Bengal with a firm government. It is true again that this development 
chimes with the view expressed by business leaders in West Bengal that law and 
order is the first and foremost element in the infrastructure for the maintenance, 
let alone the expansion, of industrial activity in the state, flic new governor 
has started logically b\ asset ling the principle of discipline in the public services 
of the government. I his clearly is a prelude to making administration clfcctivc 
m the life of the state. It is important that public opinion in West Bengal should 
assert itself and co-operate with the governor m ensuring tirm and clean adminis¬ 
tration and the restoration of law and order m the city streets and the country¬ 
side, and in the factories and offices, whether of private firms or government es¬ 
tablishments. It should not talye too long for the central government to con¬ 
vince the public that it means serious business in this case and, in fact, it is only 
necessary for the follow-up measures to be taken by the governor within the 
next few weeks, for confidence to return to industry and commerce *in the state 
almost within about the same time. 

ft is here that the central government seems to be unprepared and there¬ 
fore weak. Almost the only visible sign of its practical interest in enlivening eco¬ 
nomic activity in West Bengal is that it had taken a decision a few days ago to set 
up in New Delhi an entrepreneurial guidance bureau with a directive to it to open 
a branch office in Calcutta before the end of the current calendar year. Having 
organised a number of specialised agencies for promoting industries in the small- 
scale sector and having decided also to discourage generally the growth of the 
larger business houses the government has evidently turned its thoughts to¬ 
wards entrepreneurs in the ‘■middle’' sector whom the new bureau is intended to 
assist in taking investment decisions. The emphasis on the bureau setting up as 
soon a^ possible a branch in Calcutta is evidently intended to demonstrate the 
government s desire that prospective investors in the medium scale industries 
should actively explore opportunities in West Bengal as well as its hope that they 
will do so. 

Jt may not be entirely cynical, perhaps, to dismiss this projected new ins¬ 
titution as yet another instance of the government adding one more bit or piece 
to its machinery when what is demanded of it is creative thinking. However, 
the fact that the bureau would be run by the Indian Investment Centre and would 
in fact form part of it may be reassuring to the extent that it suggests an inclination 
on the part of the Ministry of Industrial Development or the Prime Minister’s 
Secretariat to make use of the expertise which the Centre has gathered over the 
years while functioning as an advisory service for prospective investors from other 
countries. 

Meanwhile, we have the word of the Minister for Industrial Development to 
the effect that he is all the time battling with or at least trying to persuade other 
concerned ministries in the central government to co-operate with him in the 
prompt disposal of applications for industrial licences. Mr Choudhury indeed 
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has earned a personal reputation for 
not sleeping over tiles aodNt is proba¬ 
bly the case too that the officials of 
his ministry are now functioning under 
a clear directive to cut red-tape and pos¬ 
sibly to say “yes” rather than “no.” 

There is, of course, no denying the 
^ood that individual dedication or 
initiative at the ministerial level can 
do by way of toning up or speeding up 
the functioning of government machi¬ 
nery and it ma> perhaps be conceded 
that apart from Mr Choudhurv him¬ 
self, there are at least two or three 


This article by the Fditor is reproduced b> the 
courtesy of The ffirt Ut\tan Tinu s in which it 
appeared last week. 


more ministers in the central go\em¬ 
inent who have some enthusiasm for 
producing icsults. This estimable 
group ol men, however, should rea¬ 
lise that, when they talk of removing 
bottlenecks to development the most 
lestrictivc bottleneck of them all is 
often to be found m their self-imposed 
political limitations which inhibit them 
in their thinking or doing 

Mr Choudhurv himself is known, for 
instance, to have confessed to a feel¬ 
ing that, keen as he is on economic 
grow th, he finds himself helpless when 
it comes to the question of dealing with 
new schemes or expansion plans of the 


Thl momtary authorities have been 
planning the borrowing programmes 
of the central and state governments m 
such a way that the net cost to the 
borrowers does not increase in propor¬ 
tion to the revision of interest rates on 
central loans. Actually, there has been 
no logical approach in regard to the 
fixation of the terms of the different 
Joans as the interest rales have so far 
been raised only ou central loans while 
the state governments raised their 
iequipments recently on the same basis 
as m 1970 The state electricity boards 
and the statutory financial corporations 
also have not effected any change in 
the terms of their new bonds even 
though the Bank Rate was raised to 
six per cent fiom five pci cent early 
this year. The Reserve Bank has not 
chosen to raise the cost of borrowing 
tor the state governments and the pub¬ 
lic bodies perhaps due to a feeling that 
the interest rates were already attrac¬ 
tive for institutional investors. Even 
in the case of the central government, 
the funding operation was carried out 
intelligently in July as conversion appli¬ 
cations against the maturing 4 1 pei 
cent 1971 Loan were sizable even lor 
the 4 4 ‘ pci cent 1978 Loan. The holdings 
of the Reserve Bank might have been 
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larger business houses and taking dfo* 
cisions on the merits of the case. The 
Minister for Industrial Development 
may be justified in his view that this is 
a matter in which individual minis- 
sters or ministries can act only if 
atod when a decision redefining the 
basic official policy is taken at the 
highest level in government. One 
of the more intriguing questions 
that arises, surely, is whether Mrs 
Gandhi would finally be able to free 
herself from the chains of dogmas 
which do not have any longer even the 
political value that might have alle¬ 
gedly belonged to them before the 
Prime Minister got her comfortable 
majority in Parliament through the 
last general election. Ironically enough 
it is precisely during the period of the 
last two years or so when the matter 
of the larger business houses has been 
manipulated into a raging public issue 
that the actual developments in the 
economy have shown that the political 
campaign agamst these houses is not 
only completely irrelevant to the real 
problems of increasing employment 
opportunities, raising production, 
encouraging investment or speeding 
up economic growth generally but is 
actually at cross purposes with the 
pursuit of these objectives. It is 
not too much to ask of the govern¬ 
ment that it should surrender a slo¬ 
gan or two so that the battle agamst 
mass poverty may really get started. 


funded on a cheaper basis in order to 
prevent an undue increase m the debt 
burden of the government. 

In tiie first stage of the borrowing 
piogramme of the central government, 
net borrowing amounted to Rs 73.15 
croiex leaving a balance of Rs 94.75 
crores to be raised for completing the 
target for 1971-72. As the state loans 
involved only larger gross borrowing 
and net borrowing was marginally 
highei at Rs 102.44 crores (as com¬ 
pared to 1970-71,) care has been taken 
to avoid undue strain on the banking 
system. 

It had been hoped that, with an un¬ 
expected improvement in the money 
market following a surge in bank de¬ 
posits and a contraction in advances, 
the central government would elect to 
raise a large amount in the second stage 
of its boriowing programme and ex¬ 
ceed considerably the target of Rs 
167 90 crores for 1971*72 especially as 
there is need for mobilising additional 
funds The government’s calculations 
regarding the availability of resources 
have been upset on account of the un¬ 
expected expenditure on refugees from 
East Bengal and larger assistance to 
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the state governments. The Reserve 
Bank, however, ha£ announced that 
the notified amount for the second stage 
of the borrowing programme of the 
central government will be only Rs 
100 crores, there being re-issues of all 
the three loans floated in July for this 
figure. 

It has not been indicated whether 
there is any intention to have separate 
notified amounts for the 4} per cent 
1978, 5J per cent 1986 and 5J per cent 
2,001 loans. It is likely, however, that 
there will be an attempt to secure siz¬ 
able subscriptions for all classes of loans 
in order to bring down the average 
cost of borrowing for the government. 

Cash subscriptions only will be in* 
volved as there are maturing loans and 
these may be forthcoming for the short- 
medium and medium-dated loans from 
the banking system while the Life Insur¬ 
ance Corporation and provident funds- 
will be interested only in the long-dated 
loan. The lists will open on October 1. 
There will, of course, be over-subscrip¬ 
tion as the scheduled commercial banks 
have surplus resources while the Life 
Insurance Corporation and piovident 
funds are accumulating funds all the 
time. The government will, therefore, be 
securing a net amount of Rs 110 crores 
as its right to accept subscriptions in 
excess of the notified amount will be 
exercised. The net amount borrowed in 
the two stages will then be Rs 185 
crores against the target of Rs 167.90 
crores for the current year. 

The central government has probably 
thought it advisable to restrict its 
borrowing to manageable proportions 
for the time being as the statutory finan¬ 
cial corporations and the state electri¬ 
city boards have to raise their require¬ 
ments as far as possible before the on¬ 
set of the 1971-72 busy season. The 
Industual nuance Corporation has al¬ 
ready asked for eight crore rupees in 
5i per cent bonds maturing in 1983 
against Rs 41 crores on the same basis 
m 1970. The Tamil Nadu Electricity 
Board, for its part, will be mobilising 
six crore rupees in six per cent bonds 
at an issue price of Rs 99.75. As 44 per 
cent 1971 bonds are maturing for Rs 2.16 
crores on October 16, the net amount 
borrowed will be only Rs 3.84 crores. 
Other state electricity boards may be 
expected to come on the market at 
regular intervals. 

It is noteworthy that the terms of 
these bonds too have not been changed, 
as stated earlier, and the Reserve Bank 
is making an attempt to formulate a 
plan which will ensure a reasonable 
allocation of investible resources of 
credit institutions between different 
classes of borrowers. Since the statu¬ 
tory liquidity ratio of 31 per cent has 
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to be maintained by the scheduled 
commercial banks and the existing level 
has no large Cushion, therfc will have 
to be regular investment in gilt-edged 
securities of different kinds periodi¬ 
cally. 

Even assuming that available re¬ 
sources of the scheduled commercial 
banks have been earmarked for invest¬ 
ment in central loans and bonds of 
public bodies up to the end of October, 
it can still be expected that it would be 
necessary to invest a minimum of Rs 
125 crores in government securities 
and bonds before the end of 1971-72 
as there is likely to be an increase in 
deposits by Rs 450 crores in the live 
months ending March 1972. If the 
central government appropriates to 
itself fifty per cent of this amount, it 
can easily borrow a net amount of Rs 
250 crores for the whole of the current 
financial year and exceed the budget 
estimate by Rs 82 crores without much 
difficulty. 

It only remains to be seen how the 
Reserve Bank will proceed to mobilise 


Tub LXH.CTATIONS that the tempo of 
industrial activity would rise substan¬ 
tially following the reecnl green 
revolution have not materialised. The 
, growth in industrial production in the 
organised sector during the three years 
19 , 1970 averaged only six per cent, as 
against the fourth Plan target of eight 
to 10 per cent. In 1970, it was just 4.8 
per cent. The first s ; x months of the 
current calendar year have witnessed 
near-stagnation in the overall output, 
the index rising by a bare one per cent 
or so. 

Opinions aic bound to differ on the 
various reasons for this sad state of 
affairs, but the*c can be no denying 
the fact that a major contributory fac¬ 
tor has been the large under-utilisation 
of our installed capacity. If we are able 
to raise capacity utilisation to near¬ 
optimum, the economy would un¬ 
doubtedly progress at a much faster 
pace. Of course, this does not obviate 
a sustained increase in the installed 
capacity itself, particularly in the lines 
of manufacture whose products are in 
acute short supply. The optimum uti¬ 
lisation of capacity is further warran¬ 
ted for containing the prices spiral. 

Against this backdrop, the seminar 
on the Maximisation of Capacity Utili¬ 
sation and Productivity, organised by 
the Federation of Indian Chambers of 
Commerce and Industry in New Delhi 
recently was indeed timely. The back¬ 
ground paper presented by the Federa* 
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this additional amount. The obvious 
course would be to create Fresh re-issue 
of all the three Joans for about Rs 75 
crores so that they can be sold to insti¬ 
tutional investors whenever they have 
unemployed resources. Tap sales may, 
therefore, be a regular feature for some 
time though it will not be surprising if 
the unusual procedure is adopted of 
floating a new loan with a different ma¬ 
turity date even during the height of the 
busy season. 

The actual strategy will have to be 
decided in the light of fresh develop¬ 
ments. It is clear, however, that the 
banking system alone would be invest¬ 
ing in 1971 nearly Rs 300 crores in cent¬ 
ral and state loans and bonds of public 
bodies as the growth in deposits of 
scheduled commercial bodies in the 
current year will be as much as Rs 
1,100 crores. The Life Insurance Cor¬ 
poration, general insurance companies 
and provident funds also will have larger 
resources at their disposal so that the 
net investment in new loans and bonds 
in 1971-72 will constitute an all-time 
record. 


tion to this seminar, after conducting 
a survey recently (see details of this 
paper in the Records and Statistics sec¬ 
tion of the September 3 issue), revealed 
that the porblemof imder-utihsation of 
capacity exited in almost all industries, 
barring a few consumer goods industries. 
It is assuming menacing proportions in 
the field of producer goods. 

Various reasons are responsible for 
the installed capacity not being worked 
to the optimum level. The more im¬ 
portant among these, as the delibera¬ 
tions of the seminar suggested, appa¬ 
rently are: (i) raw material shortages; 
(ii) fall in the offtake of certain goods, 
especially producer goods; (lii) power 
failure and its overall inadequacy; (tv) 
transport bottlenecks; (v) paucity of 
working capital; and (vi) labour trouble. 

Two ol these hurdles, namely, the 
fall in offtake and the inadequacy of 
power, can, of course, be effectively 
tackled over the long run onlv. The 
producer goods industries will have to 
await for improving their capacity 
utilisation in any large measure, size¬ 
able fresh investments, both in the pub¬ 
lic and the private sectors. The power 
shortages, similarly, can be remedied 
only when the generation capacity is 
augmented through the setting up of 
new power projects or, to some extent, 
through the integration of the existing 
power plants on a regional basis initi¬ 
ally and into an all-India grid utlimate- 
ly. In the short run, the rigours of 
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these two factors, however, can well 
be mitigated through launching a vigo¬ 
rous export drive for producer goods 
and raising the efficiency and producti¬ 
vity in the power generating units. A 
concerted move for the modernisation 
of the old units too may help in raising 
the utilisation of capacity in the 
machine-building industry. 

The other factors have both short 
and long term implications The short¬ 
ages of critical raw materials for the 
production of which sufficient indigen¬ 
ous capacity does not exist, can be 
alleviated in the short run only through 
imports. These include non-ferrous 
metals, chemicals like soda ash and 
caustic soda, and various industrial 
intermediates. The shortfalls in the 
case of cotton and oilseeds, similarly, 
have to be made up by imports. A 
lasting solution in this regard, of course, 


Our regular monthly feature ‘Book Briefly* 
will appear next week. 


will have to be found in accelerating 
the pace of development in these areas. 
It is, indeed, regrettable that notwith¬ 
standing many critical shortages and 
the revised industrial licensing policy 
seeking to encourage large industrial 
houses to go into the areas of heavy 
investment, to which many commodities 
in acute short supply belong, there 
continue to be inordinate delays in 
clearing the applications for licences 
from these entrepreneurs. In some 
fields which arc exclusively reserved for 
the public sector, there appears to be 
an imperative need for expediting the 
creation of new capacity. Alternatively, 
flexibility will have to be imparted to the 
policy of reservation so that the private 
sector could also contribute its mite. 

There arc, however, various essential 
raw materials, for instance iron and 
steel, for the production of which 
sufficient capacity exists in the country 
but the output leaves much to be de¬ 
sired. The reasons for the sad state of 
affairs in the steel industry are too well 
known to be recounted here. Suffice it 
to say that unless the most important 
factor responsible for it, namely labour 
trouble, is handled firmly, not much 
improvement in the supply situation 
can be expected, excepting through 
sizeable imports. 

Labour trouble, in fact, is the root 
cause of many other ills from which 
our economy suffers at present. The 
railway transport bottlenecks in east 
India to a very great extent are the out¬ 
come of this. It has also led to the 
closure of many industrial units in 
the recent past, not to speak of the 
deterioration it has brought about in 
the working of scores of others, not- 
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ably in the key sectors. Despite this, 
undue leniency continues to, be shown 
to mischief mongers and invariably 
attempts are made to play down the 
trouble. It is high time that all the 
political parties came to an under¬ 
standing for bringing about industrial 
truce. 

As regards the paucity of working 
capital, in view of he pressing needs 
of the other priority sectors ■- agricul¬ 
ture, exports, etc. • the ultimate solu¬ 
tion lies in greater mobilisation of de¬ 
posits. A reorientation of the lending 
policies of the nationalised banks, 
however, should be helpful in some 
small measure at the present juncture. 
When the 14 leading banks of the 
country were nationalised two years 
ago, a solemn undertaking was given 
by the government that the legitimate 
credit requirements of industrial bor¬ 
rowers would be fully met. This assu¬ 
rance ought to be implemented both in 
letter and spirit. Ideological considera¬ 
tions have to be kept in check. 

With a view to judiciously utilising 
the scarce capital resources, it is impera- 


1t is not an easy exercise to pinpoint 
the precise reasons for the sudden spurt 
in the new business of the Life Insurance 
Corporation (LIC) which rose by as 
much as 25.8 per cent in 1970-71 over 
1969-70. Undoubtedly the sustained 
increase in this country's national in¬ 
come for the fourth year in succession 
had not a little to do with this sharp in¬ 
crease in the business operations of the 
LIC but the rise in prices and the conse¬ 
quent increase in the money incomes of 
some sections of our society was with¬ 
out doubt a powerful factor in inflat¬ 
ing the business of this public sector 
undertaking. Credit also belongs to the 
dashing chairman of the Corporation, 
Mr T.A. Pai, who has made strenuous 
efforts to tone up the operations of this 
monolithic undertaking besides devis¬ 
ing a number of innovative schemes to 
attract savings of the people. 

That the improvement in per capita 
income in this country did play a part 
in expanding the business operations of 
the corporation has been conceded by 
Mr T.A. Pai in his statement issued in 
the J82nd meeting of the members of 
the LIC held in Bombay on August 31. 
What is noteworthy is that the impact 
of a rise in prices has been reflected in 
the average sum assured I&er policy 
which increased from Rs 7,394 in 1969- 
70 to Rs 8,066 in 1970-7L Again, there 
is unmistakable evidence that the LIC 
has been increasingly successful in 
selling insurance to the lower income 
brackets in both rural and urban areas. 
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live that attempts should be made to 
work the existing capacities to the opti¬ 
mum levels or to expand them to eco¬ 
nomic sizes before large new units are 
thought of. There has alsot o be kept 
a balance between the growth of in¬ 
dustries producing industrial interme¬ 
diates and the additions to the units 
consuming them. Keeping capacities 
idle obviously pushes up costs unneces¬ 
sarily, besides resulting in wastage of 
scarce resources. 

As the seminar deliberations pointed 
out, much greater attention in future 
will also have to be paid to research 
and development effort than hitherto, 
for substituting costlier and scarce raw 
materials by cheaper materials which 
are in comfortable supply has to be 
a continuous process. This is necessary 
as well lor containing the outgo of 
foreign exchange on import of techno¬ 
logy. The role of management in im¬ 
proving the utilisation of capacity too 
cannot be minimised. Instances are 
not wanting of bad management bring¬ 
ing catastrophe to industrial units whe¬ 
ther in the public or the private sector. 


Whereas in 1969-70 the number of new 
policies valued between Rs 1,000 and 
Rs 5,000 each were 981,000, their num¬ 
ber rose sharply to 1.1 millions in the 
year under reference. A significant part 
of this new business was underwritten 
in rural areas. The non-medical busi¬ 
ness — more than half of the total new 
business issued in 1970-71 — seemed 
to be a great attraction because it 
obviated the need for elaborate medical 
examination. It facilitated the under¬ 
writing of life insurance business in 
areas where medical practitioners were 
not easily available. The group in¬ 
surance scheme and the salary savings 
scheme also made significant progress. 
The improvement in the lapse ratio 
recorded in 1970-71 is again a pointer 
to the efficient screening of new busi¬ 
ness at various stages eliminating bogus 
business as far as possible. 

The LIC has chalked out an ambiti¬ 
ous programme for expanding its busi¬ 
ness in the current year. The new 
business is expected to increase from 
Rs 1303 crores in 1970-71 to Rs 1750 
crores in 1971-72. The number of 
policies is likely to rise from 1.7 
millions to 2.1 millions. During the 
first five months of the current year, 
the new business is reported to have 
improved by 21 per cefti over the 
corresponding period last year. The 
number of policies showed a better 
performance at 22 per cent. In view of 
the fact that the volume of life insurance 
business underwritten in the second half 
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of the year is always there than k the 
first half, there is every likelihood of 
the corporation attaining the targets 
set by it for 1971-72. 

A number of new schemes have been 
initiated by the LIC in recent years 
mostly under the guidance of its chair¬ 
man, Mr T, A. Pai. Included in the list 
are: (i) Centenary Policy to help people 
with fluctuating income to buy life 
insurance; (ii) Group Term Insurance 
Plans; and (iii) Bank Deposit-linked 
Accident Insurance Scheme, A deci¬ 
sion of great significance was taken re¬ 
cently by the LIC to remove all extra 
premiums on occupational hazards to 
the socially weaker sections of the com¬ 
munity. This was possible only be¬ 
cause the mortality experience of the 
LIC had proved to be much more fa¬ 
vourable than assumed in the calcula¬ 
tion of premium rates and instead of 
reducing the cost of insurance in gene¬ 
ral, the LIC thought it fit to provide 
some relief to selected sections of so¬ 
ciety. 

Two schemes which have been widely 
publicised in recent weeks but which 
have still to catch the imagination of the 
saving public in this country are the 
Deposit-linked Insurance Plan and the 
Unit-linked Insurance Plan, in the case 
of the former all persons aged between 
19 and 49 are eligible. The scheme is 
applicable in participating banks to all 
holders of savings deposits valued bet- 
ween Rs 1,000 and Rs 5,000. For sav¬ 
ings deposits below Rs 1,000 and above 
Rs 5,000 no insurance cover is made 
available by the LIC under the scheme. 

To the depositor who is in the habit 
of keeping a minimum of Rs 1,000 in 
the savings bank account, this new 
scheme does provide an extra benefit 
in the form of insurance cover though 
it robs the bank of a part of its earnings, 

A deposit of Rs 1,000 in the savings 
bank account throughout the year 
earns for the depositor interest at the 
rate of four per cent per annum. If, 
however, this amount was kept as fixed 
deposit for full one year, the depositor 
would earn interest at the rate of *six 
per cent per annum. Since the insurance 
cover in the case of the Deposit-linked 
Insurance Plan assumed that the de¬ 
posit should be kept for the whole year 
— and this is a necessary condition — 
it means that the extra two per cent 
interest to which the depositor is en¬ 
titled, is used by the bank in buying 
insurance for him the cost of which is 
1.25 per cent only; the rest is a gain to 
the bank. 

This scheme will hurt the earning 
capacity of those banks which opt for 
this scheme as they would have to pay 
huge sums of money as insurance,’jwte 
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tnia- If however not all the banks opt 
for this scheme, there is a possibility 
of transfer of deposits from those 
which do not offer this facility to those 
who co-operate with the L1C in this 
regard. The LIC on its part under¬ 
writes a sizeable term insurance 
business for which it has to pay 
no commission to any agent and the 
banks become the media for collect¬ 
ing premium income for it. The real 
difficulty is likely to arise in the manage¬ 
ment of this type of insurance scheme. 
If the LIC does succeed in the use of 
computers (the employees have thwar¬ 
ted all its attempts so far) a complicated 
scheme like this might be implemented 
successfully. The banks on their part 
will have to maintain separate ledgers 
and the processing of these accounts 
would entail a lot of work which 
would be hard to handle without the 
assistance of computers by the banks. 

The Unit-linked Saving Plan — an¬ 
other innovation of the LIC — has 
some features which are likely to attract 
those persons who wish to combine 
the purchase of units with insurance 
cover. If a person plans to invest Rs 
12,000 in units of the Unit Trust of 
India over a period of 10 years by 
monthly contributions of Rs 100 and 
dies before the expiry of the period, 
the LIC would pay the dependents Rs 
12,000 less the monthly contributions 
already invested by him up to the 
date ol his death. The UTl would give 
to the dependents the enhanced value 
of the units purchased through all 
contributions, but reduced by amounts 
paid to the LIC. The UTI thus acts as 
an agent of the LIC and collects premia 
on its behalf. The unit-holder obtains 
the insurance cover but he has to pay 
for it; the UTI makes no contribution 
to it. 

In the Unk-1 inked Insurance Plan 
and the Deposit-linked Insurance Plan, 
the obvious beneficiary is the LIC 
which makes its public sector associates 
work for it. It is hard to believe that 
cither the banks or the UTI will bene¬ 
fit materially from these schemes. 

Another innovative scheme which is 
proposed to be launched by the LIC 
m the next cotton season will cover 
500 acres of land under hybrid cotton 
in irrigated areas of Broach, Baroda and 
Kaira districts of Gujarat. The LIC 
will provide cover in respect of all in¬ 
puts including water and labour which 
has been worked out to be equivalent 
to Rs 1,750 per acre. This experiment 
will be conducted in collaboration with 
the Gujarat State Fertilizers Corpora¬ 
tion; the Indian Cotton Mills Federa¬ 
tion has agreed to provide technical 
assistance. Because of its applicability 
limited to irrigated areas under im¬ 
proved varieties of cotton, this scheme 
is likely to be successful. Surely, 
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the corporation will need to gain 
necessary expertise in this field be¬ 
fore it ventures into non-irriga- 
ted areas. On the success of this 
scheme will depend the future of crop 
insurance in this country which 
has remained at the discussion stage 
for more than 20 years. If the experi¬ 
ments of the LIC in this field prove 
fruitful, this country might have to 
set up a separate corporation for crop 
insurance. The credit for launching 
his innovative scheme as well as others 
described above rightly belongs to the 
dynamic chairman of the LIC, MrT.A. 
Pai, who has shown a remarkable apti¬ 
tude for framing new schemes to att¬ 
ract savings. 

Despite these encouraging achieve¬ 
ments made by the LIC it is necessary 
to point out that in some respects its 
performance has deteriorated. In re¬ 
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gard to service to its clients, it has not 
done well in recent years because the 
number of complaints continues to rise. 
Presumably it is because of the large 
size of the corporation which despite 
recent attempts at decentralisation, has 
not been able to give satisfactory ser¬ 
vice to policy-holders. In this respect 
particularly much needs to be done. 
Perhaps it will be in the interest of the 
LIC to break it up into four or live 
units — a proposal which has been 
hanging fire for a number of years. 

The complaints regarding the sloven¬ 
ly manner in which the housing loans 
have been sanctioned and disbursed in 
recent months have exasperated the 
borrowers. The “own your home" 
scheme is now cynically being described 
as “own your tomb" scheme. Much 
greater attention needs to be paid to 
this aspect by the chairman of the LIC. 
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Advances in Agriculture 

5 P- CHOPRA 


The tonf of the seminar on 41 Agricul¬ 
ture in India’s Future 1 ’ organised in 
the capital by the Press Institute 
of India in collaboration with the 
Indian Agricultural Research Institute 
(IARD and the Indian Council of 
Agricultural Research (ICAR) from 
August 30 to September 4, 1971, was 
set on the very first day by Mr C. 
Subramaniam, Minister for Planning 
and Vice-Chairman of the Planning 
Commission, who said that the appli¬ 
cation of technology had brought about 
a qualitative change in the agricultural 
situation. Discussing the new scientific 
outlook in regard to agricultural inputs 
such as high-yielding varieties of seeds, 
fertilizers and pesticides, he made the 
bold statement that even a hectare of 
land in irrigated areas could be an 
economical unit. This point of view, 
not unexpectedly, came in for severe 
criticism at the seminar because the 
impression prevailed that the thesis of 
one-hectare economic holding had 
political overtones and was not backed 
by any sound economic justification. 

New Management Practices 

Invariably the participants dilated 
upon the new management practices 
which were being evolved in agriculture. 
Frequently expression was given to the 
fear that if this new knowledge remain¬ 
ed within the confines of the research 
laboratories, it would be of little avail 
to the farmer. That is why the work 
relating to agricultural extension had 
assumed significant importance. It 
was claimed by Dr K..N. Singh, Head 
of the Division of Agricultural Exten¬ 
sion in the 1AR1 that the task of trans¬ 
fer of agricultural technology from 
research stations to the farmers’ fields 
depended upon efficient and dedicated 
extension services. It was the function 
of the extension workers to take the 
modern agricultural technology to 
farmers and educate them on the use of 
various inputs. In order to keep the 
farmer informed of the new develop¬ 
ments in this field, steps i were being 
taken to make the maximum use of the 
mass communication media such as 
radio, television, agricultural films, 
film strips, slides and printed matter 
such as folders, leaflets, farm journals, 
magazines and newspapers. The scien¬ 
tists from agricultural universities and 
research institutes and colleges are 


presently engaged in directly conduct¬ 
ing demonstrations for the benefit of 
farmers. Krishi Vigyan Melas and the 
visits of farmers to research institutes, 
agricultural universities and agricul¬ 
tural colleges in recent years had been 
arranged to bring the farmer in direct 
touch with the work being done by 
the researchers. Some gains had been 
made through this process, though 
according to Dr K.N. Singh, a lot 
remained to be done. Further exten¬ 
sion of these activities depended more 
on the availability of resources than 
any shirking of responsibility by the 
scientists. 

Complex Problem 

That this country’s total foodgrains 
production reached 108 million tonnes 
in 1970-71 was not a little due to the 
widespread use of seeds of high-yield¬ 
ing varieties. It is these seeds which 
have played a pivotal role in bringing 
about the green revolution, particular¬ 
ly in respect of wheat. Sizeable im¬ 
provements in other crops also have 
been recorded. These seeds were made 
available to farmers along with the 
necessary know-how about the use of 
inputs. The problem of providing 
these seeds to farmers in required quan¬ 
tities at appropriate times is highly 
complex, according to Mr G.C.N. 
Chahal, Joint Secretary in the Ministry 
of Agriculture, who has estimated that 
our country will need nearly 500,000 
tonnes of certified seeds to cover 60 
million acres (24 million hectares, of 
land under the high-yielding varieties 
programme by the end of the fourth 
five-vear Plan period. Also, about 
400,000 acres (160,000 hectares) of land 
will need to be put under seed produc¬ 
tion to produce the quantity mentioned 
above. At present, the area under certi¬ 
fied seeds is less than 100,000 acres 
(40,000 hectares). If requirements of 
seeds outside the high-yielding varieties 
are also taken into account, the dimen¬ 
sion of the problem multiplies many 
fold. The Seed Review Team (1968) 
estimated that a total of nearly a mil¬ 
lion tonnes of seeds of 12 important 
crops would be needed to seed the re¬ 
commended acreage under these crops 
and it would require nearly 800,000 
hectares of land for producing certified 
seeds. It is, therefore, obvious that 
tremendous efforts are still needed to 
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build the infrastructure for raising thr 
level of agricultural production to the 
targets indicated in the fourth five-year 
Plan period. 

While the improved varieties of seeds 
have hitherto been used mostly in irri¬ 
gated areas, attempts are now being 
made to evolve suitable varieties for 
dry cultivation areas. Research efforts 
in this regard have thrown up addi¬ 
tional varieties of seeds for cotton, 
oilseeds, pulses, vegetables and fodder. 
The non-irrigated areas are likely to 
benefit from the sweeping changes 
which are taking place in this field. 
Regarding the frequent criticism that 
the certified seeds are sold at prices 
which are much higher than the prices 
at which farmers used to purchase 
them, Mr Chahal (who was recently 
associated with the National Seeds 
Corporation) said that the increased 
price was due to the charge for the ser¬ 
vices rendered to the farmers at vari¬ 
ous stages in seed production and mar¬ 
keting. The service charge can be re¬ 
duced only if the seed industry is run 
on commercial and efficient line- He 
was right when he said that the farmer 
on his part would not mind paying 
high prices for seeds provided their 
quality was ensured. 

Research Institutes’ Role 

Reviewing the reorganisation of agri¬ 
cultural research in this country, Mr 
K.P.A. Mcnon, Secretary of the ICAR 
said that the central research institutes 
had continued to play an extremely 
useful role despite the emergence of 
agricultural universities in the states. 
He conceded that the agricultural re¬ 
search institutes generally work on 
problems which cut across the bound- 
ries of states but, at the same time, he 
suggested that it was necessary to come 
to a good understanding with the state 
institutions so that duplication of 
efforts could be avoided. The ICAR, 
he said, intended to organise joint 
meetings where the directors of the 
central institutes as well as the directors 
and scientists incharge of research in 
the states would meet on a common 
platform and discuss matters of mutual 
interest. This is absolutely necessary 
because this country cannot boast of 
unlimited resources in agricultural re¬ 
search and all possible efforts must be 
made to co-ordinate the efforts of all 
institutions engaged in this work. 

The use of fertilizers has caused many 
a controversy in this country. Dr 
Ambika Singh, Assistant Director 
General of the ICAR listed the follow¬ 
ing five influences of fertilizers on the 
health of man and animals which had 
featured in newspapers at various times; 
(i) fertilizers, in particular, destroy 
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humus; (ii) fertilizers iwacn the 
SoU; (Hi) fertililizers destroy micro- 
organisms in the soil; (iv) ferti¬ 
lisers produce crops of poor quality; 
and (v) fertilizers induce diseases, and 
particularly cancer. Dr Singh stated 
emphatically that no scientific fact 
had ever been advanced to confirm 
these accusations. Fertilizers, he said, 
did not destroy humus; on the contrary 
by increasing crop yields, and conse¬ 
quently the plant residues left in the 
soil, they have helped to maintain the 
content of organic matter at a high level. 
Similarly the other assertions noted 
above were nothing more than heresy. 

Cropping Systems 

Hie cropping systems in our 
country, according to Dr Singh, ex¬ 
hibit extreme disparity. At one ex¬ 
treme is shifting cultivation which is 
practiced in large areas of the hills 
of north-eastern India and is the most 
primitive form of agriculture still in 
existence anywhere in the world. It 
yields three crops in 30 years. At the 
other extreme is multiple cropping— 
a new practice made possible by the 
use of latest developments in crop 
science. Because of this wide disparity, 
it was emphasised that there was great 
need for developing a broad under¬ 
standing of the problems of crop pro¬ 
duction which are thrown up as u re¬ 
sult of variegated patterns of crops and 
cropping in use in this country. 

Regarding the concern to maintain 
the organic matter content of soil, Dr 
Singh stated that green manuring was a 
wasteful practice. Many years have 
been spent on elaborate field experi¬ 
ments on green manuring with results 
hopelessly confused and without gather¬ 
ing critical data. In this context, he 
quoted Dr Firman L. Bear: *‘Of parti¬ 
cular significance is the discovery that 
fertilirers, even though they may con¬ 
tain no organic matter, arc one of the 
most fruitful means of adding organic 
matter to the soil, by reasons of the 
more abundant residues and roots of 
crops that have been liberally treated 
with them.” The use of fertilizers, 
therefore, gave new life to the soil. 
The failure of soil, according to Dr 
Singh, was largely a failure of man 
and agronomy was not equipped to 
deal with it. 

Dr B.S. Minhas, Member, Planning 
Commission, contested the popular 
thesis that our country had already 
ushered in the green revolution. A 
historical study of India’s foodgrains 
production from 1950-51 to 1964-65 
Indicated that the annual rate of rise 
was of the order of 3.21 per cent 
(compound). If this country's food 
pred iction was extrapolated even after 
ignoring the two bad agricultural years 


— 1965-66 and 1966*67-— the produc¬ 
tion of 108 million tonnes in 1970-71 
was estimated to be below the projected 
figures by two million tonnes. The 
green revolution, he said, had come 
about only in wheat and not in other 
food crops. Again, in the wake of 
increased productivity of land, specialty 
under wheat, in Punjab, Haryana, wes¬ 
tern Uttar Pradesh and parts of Rajas¬ 
than, it was noted that the large land¬ 
holders had without donhl made subs¬ 
tantial gains resulting in disparities in 
income in rural areas which, contrary 
to popular thinking, had not increased 
savings. When questioned if reduction 
in disparities in income would increase 
savings, Dr Minhas declined to com¬ 
ment because no concrete evidence in 
this regard was available from the sav¬ 
ings figures. He, however, harped on 
the thesis propounded by the Vice- 
Chairman of the Planning Commission 
that a hectare of irrigated land could 
be a viable unit m the light of the new 
agricultural strategy being employed 
and the new management practices 
which had been adopted by even the 
small farmer. 

Evolution of New Varieties 

An optimistic note was struck by Dr 
H.K. Jain, Head of the Division of 
Genetics in the 1ARI who explained 
in detail the successes achieved in the 
evolution of high-yielding varieties of 
wheat, cotton, bailey, mustard, sor¬ 
ghum, maize and rice The food re¬ 
quirements in 1980 at the present level 
of consumption of nearly 2,000 calo¬ 
ries for a population of 700 millions has 
been estimated by Dr Jain at 135 mil¬ 
lion tonnes including 16 million 
tonnes of pulses. The requirement 
would increase to nearly 155 million 
tonnes including 28 million tonnes of 
pulses if the country was to aim at an 
improved nutritional standard of nearly 
2400 calories and ;i more balanced diet 
in terms of the availability of proteins. 

Dr Jain was of the view that the 
trend to achieve this additional pTeduc¬ 
tion bad already been set by the success 
of the high-yielding varieties of wheat 
which had been released in recent years 
including the latest variety fc ’Hira’\ 
which was one of the highest-yielding 
varieties of its kind in the world giving 
a yield of nearly seven tonnes per hec¬ 
tare. Dr Jain also said that as a student 
of Genetics, he saw no reason why a 
similar genetic reconstruction of other 
crop plants such as pulses, cotton and 
oilseeds could not be achieved within 
a short time. He was of the view that 
rice production was likely to increase 
to 60 million tonnes within the next 
five to seven years. Experiments con¬ 
ducted by him had shown an increase iqt 
yield by one and a half times in the case 
of wheat in non-irrigated plots of land 
after administering suitable dosages of 


nitrogen, tn the case of cotton, tens 
had revealed that the duration of the 
crop could be reduced, thus enabling 
increased production through multiple 
cropping. 

Mr B. Sivaraman, Vice-Chairman, 
National Commission on Agriculture 
deplored the fact that there "was very 
little of administration of agriculture m 
this country. The normal services m 
agriculture which the state rendered 
were in the field of research, extension 
and supplies. He was optimistic re¬ 
garding increasing scope for admmist 
ration which might develop as scienti¬ 
fic agriculture and related sectors ex¬ 
panded their spheres of activities. For 
better administration, it has been sug¬ 
gested by some that the Vdlagc Level 
Worker (VLW) should now be re¬ 
placed by at least an agricultural gra¬ 
duate and that the Agricultural Exten¬ 
sion Officer (AEO) should be at least 
an M.Sc. in agriculture. Opinion on 
this issue is, however, divided among 
experts. The protagonists of the VLW 
argue that lie is a specialist in extension 
work having learnt the art of tackling 
the farmer through long years of experi¬ 
ence. Improved basic technical compe¬ 
tes ' of the VLW will not make up 
for his lack of extension expertise. A 
drastic change in the system can no 
doubt be disastrous. Mr Sivaraman 
has rightly suggested a balanced ap¬ 
proach which makes full use of the ex¬ 
perience of the VLW arfd at the s tme 
time allows the entry of educated VLWs 
and the new graduate VLWs. 

Quality of Soil 

The use of various inputs depends 
to a large extent on the quality of the 
soil to which they are applied as soils 
dilfer m characteristics and respond 
dilfereiuly to various inputs* Unfortu¬ 
nately soil surveys have not been con¬ 
ducted in vast areas of this country 
with the result that problems of vast 
magnitude such as water-logging have 
cropped up. What is more distressing 
is that m places where soil surveys were 
conducted and the experts had pointed 
out the hazards involved m certain pro¬ 
jects, the authorities ignored their ad¬ 
vice resulting in great harm to land in 
those places. A typical case was cited 
by Dr N.D. Rege, Joint Commissioner 
(Soil Conservation), regarding the 
Chumbal Project in Rajasthan where 
soil surveys were carried out prior to 
the, construction of the project but the 
advice of the experts was not heeded 
by the authorities concerned result¬ 
ing in severe damage to Und. Dr Rege 
was of the view that through soil and 
water management this country could 
not only be made self-sufficient in food 
in the very near future but the incidence 
of floods and droughts could be mini¬ 
mised to a considerable extent. Dr 
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Rege laid stress on the need for an 
integrated and co-ordintcd programme 
of soil and water management. - • 

An extremely provocative paper on 
crop protection was presented by Mr 
S. Pradhan, Head of the Division of 
Entomology in the I ARE Mr Pradhan 
complained that so far national 
efforts had been concentrated mainly 
on production-oriented research while 
protection-oriented research had been 
sadly neglected. The adverse effects of 
this lopsided thinking, execution and 
development had begun to pose serious 
challenges to the very production 
efforts on which the nation had been 
concentrating so far. If wheat had wit¬ 
nessed a revolution in production in 
this country it was, according to Mr 
Pradhan, because of its being the most 
pest-free crop. If a similar revolution 
had not come about in the case of 
rice it was because the pest problem 
constituted the real bottleneck. 

Insect Menace 

This country's agriculture, said Mr 
Pradhan, had conic to a stage where 
insect pests had begun to determine the 
amount of success the country was 
likely to achieve in its efforts to increase 
the production of any particular crop. 
The percentage increase in rice yield 
through pest control was phenomenal, 
according to some experiments carried 
out at not less than 14 places. The all- 
India average increase in yield through 
pest control alone was 194 per cent 
in the case of T(N)I and 108 per cent 
in the case of IR8. Similar increases 
in cotton yield have also been witnes¬ 
sed through control of insects pests. 

The rapidly worsening pest situation, 
according to Mr Pradhan, was based 
on the well-known law that 4 ‘action 
and reaction are equal and opposite”. 
Whenever there was an organised 
effort for increasing production subs¬ 
tantially. there was also a resistance 
to this effort. The potential for in¬ 
creased production which had been 
demonstrated by research workers ex¬ 
perimentally was possible only under 
the umbrella of pesticides. Conse¬ 
quently, the country-wide increase in 
yield of these crops could take place 
only if the same umbrella of pest cont¬ 
rol was available throughout the land. 
At the demonstration plots the use of 
pesticides does prove effective but 
when the pesticides are to be applied 
to the whole country, serious limita¬ 
tions show up. For example, the use 
of chemieal pesticides has shown ad¬ 
verse results in Israel and Nicargua. In 
the early 1960s, the chemical control 
of cotton pests in Nicargua had crea¬ 
ted a spectacular effect and the crops 
gave a high yield per hectare. Over a 
period of years, the pests became resis¬ 
tant and the balance in nature got up- 
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set. By the late 1960s it became practi¬ 
cally impracticable to grow cotton 
economically* In the same way, a sharp 
decline in yield of cotton has been tak¬ 
ing place in Israel as well. <4 We should 
learn a lesson from such gigantic hu¬ 
man follies”, said Mr Pradhan. 

Analysing the recent data regarding 
the yield and production of rice crops 
in Andhra Pradesh, he came to the 
conclusion that the same tendency was 
developing in that state as well. Andhra 
Pradesh is the rice bowl of this country; 
if rice productivity in this state also 
follows (he pattern set in Israel and 
Nicargua, there is need for a close study 
of this problem. It was with these facts 
at the back of his mind that Mr Pradhan 
had advocated continued research in 
pest control which he felt had been 
neglected in this country. Once the 
balance in nature got upset due to the 
use of chemical pesticides, it could 
cause considerable harm to our crops. 

Tn regard to foreign aid in agricul¬ 
ture, Mr M.G. Kaul from the Ministry 
of Finance presented a hopeful picture. 
While the imports of foodgrains are on 
the decline and are likely to be stopped 
completely by the end of the current 
year, the World Bank has taken note of 
the rapid progress that agriculture in 
this country has made during the last 
four years and is now willing to enter¬ 
tain projects in this field also. Hither¬ 
to the Bank has, by and large, advanced 
money for projects in industry, trans- 
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port and services but not agricultural 
projects, A place of pride belongs to 
the USA which has provided this coun¬ 
try the largest volume (as well as value) 
of agricultural aid. Besides tractors 
and fertilizers it had helped in the irri¬ 
gation projects and in the establish¬ 
ment of agricultural universities. The 
other countries which have provided 
significant assistance in agriculture are: 
Canada (hydel projects, ground-water 
exploitation and dry fanning in certain 
districts of Andhra Pradesh), Australia 
(sheep breeding, ground water ex¬ 
portation and dairy farming) and West 
Germany (dairy and animal husbandry). 
Rockefeller and Ford Foundations 
have also provided scientific help* 
especially in the multiplication of high- 
yielding varieties of seeds. 

The seminar covered most of the ma¬ 
jor problems associated with agricul¬ 
ture, though it failed to discuss the 
agricultural pricing policy. The stress 
was obviously on scientific research be¬ 
cause of the preponderance of resear¬ 
chers among the speakers. The echo 
of economic issues seemed to have been 
dulled by the scientists who were sup¬ 
remely enthusiastic about their parti¬ 
cular fields. Despite the various handi¬ 
caps to which the experts had drawn 
the attention of the seminarists, the 
undertone was one of optimism regard¬ 
ing this country’s future agricultural 
prosperity through increased produc¬ 
tivity. 


Changing Pattern of Retail Trade in Europe 
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It is widely accepted that western 
Europe lags 10 years behind the Uni¬ 
ted States of America in the evolution 
of retailing intitutions. This happens 
not so much because it takes that 
long to imitate the institutions, in the 
USA but perhaps because each nation 
creates a system of distribution that 
comes closest to its specific needs. 
These needs however are closely related 
to the general prosperity of the nation 
and thus most of the innovations in the 
distributive trade have largely been 
dependent upon the standard of living 
of the people. It is interesting to ob¬ 
serve that there are hardly any self- 
service shops in Portugal, while Sweden 
s the only country in western Europe 
to have modern shopping centres in all 
the new satellite towns. 

It has been noted earlier thatt Ameri¬ 
ca serves as a model when it comes to 
charting the way which western Euro¬ 
pean distributive trade will take. Su¬ 
per Markets and shopping centres, 
‘voluntary retail chains’ and discount 


stores, all have their origin in the Uni¬ 
ted States of America. 

The three factors that have largely 
shaped the pattern of US distributive 
trade are very much to be seen in Eu¬ 
rope today, though the pattern itself 
varies with the standard of living of 
each country. These factors are: 

(a) a process of selection and con¬ 
centration into big stores, 

(b) enforcement of new sales techni¬ 
ques by super markets, and 

(c) depopulation of the city centres 
which forced retailers to follow 
their customers to the suburbs. 

Recently giant chain store organisa¬ 
tions have appeared in Europe and this 
trend towards concentration, if any¬ 
thing, is going to be more common in 
future, 

A study prepared a few years back 
by the French Association for Coin- 
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mereial Studies and Research revealed 
that shops had been closing down in 
France at the rate of 10 per cent per 
year among the grocers and 14 per 
cent per year among the drapery 
retailers in the decade 1961-70. In 
Sweden, from 1950 to 1962, the number 
of food shops dropped from 32,000 
to 24,000 and that of drapery shops 
from 11,000 to 9,000. This trend is to 
be seen all over western Europe today. 

On the other hand a survey under* 
taken a few years back by the Alfred 
Pemberton Limited advertising agency, 
showed that “two-thirds of the total 
grocery trade can be reached in Bri¬ 
tain through some 150 group whole¬ 
salers, 80 large co-operative societies, 
40 large multiple groups, and 128 re¬ 
tailer co-operatives. The remainder of 
independent grocers number 75,000 or 
so and handle only 20 per cent of the 
trade*’. 

These developments have certainly 
made the independent retailers sit up 
and think of ways to meet the develop¬ 
ing challenge. Innovations have been 
made in the distributive system as well 
as in the techniques of selling mer¬ 
chandise to the consumer. While the 
giant retailers have come to introduce 
the most sophisticated techniques in 
planning, control and budgeting of their 
operations, the independent retailers 
have joined hands to form chain co¬ 
operatives and their own wholesale 
organisations to safeguard their inte¬ 
rest. 

Voluntary Retail Chains 

In 1932 the Dutch wholesaler, Van 
Well, founded a company comprising 
his most successful retail clients. His 
aim was to increase both turnover and 
profit through co-operation. Rationali¬ 
sation, centralised buying and mutual 
assistance were the means by which 
he intended to reach this aim. Van Well 
called his company “SPAR”. That is 
how the first voluntary retail chain of 
western Europe was born. 

The creation of voluntary retail 
chains was hastened because of two im¬ 
portant developments: individual whole¬ 
salers were facing increasingly severe 
competition from buying co-operatives 
and some branded goods manufacturers 
were trying to sell and deliver goods 
directly to retailers, thus by-passing 
the wholesalers. The food wholesalers 
whose livelihood was most in jeopardy 
took the initiative and organised retail 
chains, and today voluntary chains 
account for 20 to 37.2 per cent of the 
retail trade in the European markets, 
Switzerland and Scandinavia ore, how¬ 
ever, exceptions to the rule. Here the 
development of chains is meeting “with 
grave obstacles because in these areas, 


buying and consumer cooperatives as 
Weil as other retailer organisations con¬ 
tinue to hold a firm position in the 
trade.”. 

Internationa! chains have appeared 
on the scene and chains like, SPAR* 
Vege, Centra, VIVO, TIP, have spread 
in all the countries of western Europe. 
This development is however confined 
to the grocery trade only, and interna¬ 
tional co-operation in other sectors of 
trade is still in its infancy. 

Wholesale Buying Co-operatives 

Faced with increasing competition 
from the chains and other large sized 
retailers, many independent retailers 
have organised themselves into buying 
co-opcratives in order to obtain econo¬ 
my of scale and to bargain with sup¬ 
pliers on equal terms vis-a-vis the bigger 
retailers. These co-operatives have in 
recent years lost much ground and un¬ 
less these co-operatives are developed 
into “full service co-operatives” the 
future seems to be bleak indeed for this 
type of institution. 

The first buying co-operative, SHG, 
was organised in 1883 in Zurich and 
since then phenomenal changes have 
taken place in the market. Recent 
statistics collected from various count¬ 
ries reveal that the buying co-operatives 
still hold considerable share of the re¬ 
tail grocery trade ranging from 30 per 
cent in West Germany and Sweden to 
eight per cent in the Netherlands. The 
danger to their further growth lies in 
the fact “that the buying co-operative 
has ceased to be an auxiliary organism 
or an executive organ of its members 
and has become an autonomous body”. 

Multiple stores are defined as firms 
operating 10 or more retail branches. 
The great majority of these multiples 
thrived in early stages as a result of 
bulk buying, limited assortment and 
lower prices. Their impact has, how¬ 
ever, been limited and except in the 
classical land of multiple stores — 
Britain—where the multiples account 
for more than 20 per cent of the total 
retail sales, and in Switzerland where 
these account for 11 per cent of the 
total retail sales, multiple stores in 
other countries have yet to gain firm 
ground. 

The multiples are the pace-makers in 
retailing. Their strategy has been to 
deal with mass consumption articles 
and always aim at working at low mar¬ 
gin-high turnover principle. Another 
version of the multiples — variety 
chain stores— has also made signifi¬ 
cant inroads in the business of other 
type of retailers* A variety store is 
defined as a store belonging to an 
organisation that operates at least 10 
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branches and these branches have at 
least 400 $q. metres selling space and 
employ a minimum of 25 persons. 

The share of variety stores in the 
total trade of western Europe has risen 
from 1.6 per cent in 1953 to 3-4 per 
cent in 1968-69. 

In spite of the sudden spurt in the 
early sixties in business witnessed by the 
mail order houses which cater to the 
requirements of the consumers against 
mail orders, this form of retailing is 
losing ground. The consumer, for sure 
wants to go to the shop, touch and feel 
the articles before buying. For her 
shopping is also a social pastime and 
since this form of retailing denies such 
an opportunity, the mail order houses 
are now setting up department stores 
and sales depots of their own, which, 
of course, arc securing an increasingly 
large percentage of total retail turnover. 

Recent estimates put mail order 
business in West Germany at seven to 
eight per cent, in Switzerland at four 
per cent and in the UK at three per cent, 
of the total retail market of the respec¬ 
tive countries. A few large firms—some 
30 — dominate the mail order market 
and account for 85 per cent of the total 
turnover in West Germany and Britain, 
the two principal countries where this 
forms of retailing has caught up. 

Department Stores * 

Department stores are large shops 
selling in separate departments at least 
five different merchandise groups, one 
of which must be women’s and child¬ 
ren wear. The store must also have at 
least two of the following three charac¬ 
teristics. 

More than 160 persons. 

More than 2,500 sq. metre selling 
space. 

More than two million dollars an¬ 
nual sales (1968). 

Rough estimates put the number of 
department stores in western Europe 
in 1970 at 1,050. Department store 
groupings are the giants of the distribu¬ 
tive trades, the highest form of concent¬ 
ration. 

Department stores have increased 
in number, in selling space and in the 
share of total retail trade in Europe in 
the past few years. They account for 
eight per cent of the total retail trade 
in West Germany, 41.5 per cent in 
Sweden, Belgium, UK, ’ Denmark, 
Netherlands, France Switzerland and a 
few more countries. Department store 
trading is however little developed in 
Norway, Spain, Italy, Portugal and 
Greece. It will be interesting to note at 
this stage that a few large department 
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stores are responsible for 45 per cent 
of the total sales by the depar|tnent 
stores and account for 40 per cent of 
the total selling space of all the depart¬ 
ment stores. 

Department stores have been in¬ 
creasing their sales during the last 15 
years. But it is unlikely to be the case 
in future, for the competition from the 
discount houses is severe and people 
using cars find it difficult to patronise 
these stores which arc usually located in 
the central areas of the towns. 

Significantly, the majority of the new 
department stores that have been built 
have up to 15,000 sq. metres selling 
space and are now being located in 
medium and small towns in the suburbs 
and larger towns rather than in capi¬ 
tal cities. 

Discount Stores 

There is hardly any other idea in the 
retail trade that has had such a pro¬ 
found influence in the retail market in 
recent years as the discount store. It 
is the current mode all over Europe. 


Every productive organisation exists 
to realize some purposes. At the end 
of a period it is possible to appraise 
the organisation’s performance with 
reference to whether it has been able 
to realize the purposes that it set itself 
to achieve. The purposes can be seen 
from different points of view. First 
and foremost, as a productive organ 
of society, it is expected to satisfy some 
social objectives. These may in large 
part, remain undefined and may be 
in the form of certain broad expecta¬ 
tions. These expectations may be in 
the minds of the investors, creditors, 
consumers and the larger public. 
Secondly, these purposes may be seen 
from the point of view of the managers, 
on whom the realisation of these pur¬ 
poses would very largely depend. 
Thirdly, the various functions in which 
the organisation is divided will also 
have their purposes to satisfy. Last 
but not least, the workers will have to 
be in the know of what they are ex¬ 
pected to perform, the conditions that 
arc necessary to give this performance, 
the atmosphere in which they .shall 
endeavour to put in their brain and 
brawn and the rewards that, will be 
theirs as a result of their effort. All 
these arc closely interconnected while, 
at the same time, they call for discrete 
approaches. 

Broadly, the objective?; of an organi¬ 
sation can be viewed as having an hier- 
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A discount store also known as super 
store is “defined, as a large store of at 
least 25,000 sq. metres selling space, 
which is located on the edge of a town 
isolated from other commercial build¬ 
ings*, which has its own parking area, 
and which is usually open long hours 
and which sells both food and non¬ 
food merchandise usually at low prices 
and by self-service. Sales of food should 
be less than 75 per cent of the total 
sales. 1 ’ There are nearly 650 discount 
stores today in Europe mostly in West 
Germany, and account for three to four 
per cent of the total retail trade in 
Europe. 

The main attractions of these stores 
are: low prices, which often are 5-7 
per cent below the prices offered by 
other shops, assortment which is wide 
but not deep, and the ease of access 
and parking as most customers shop 
by motor cars. Such is the changing 
pattern of retail trade in Europe. A 
revolution in retailing has laid down the 
foundation of the welfare state. 

Are we preparing ourselves for a 
revolution in retailing in India too? 


archy. At each level of the hierarchy, 
the objectives undergo some transforma¬ 
tion as one sees them either top down¬ 
ward or bottom upward. The trans¬ 
formation of these objectives is a key 
factor to be underlined in this context; 
for in the process, there is a likelihood 
of losing track of the overall structure 
admitting of various gaps or breaks 
which at their worst may contradict 
each other or create an isolationist 
standpoint coming in the way of reali¬ 
sation of the organisation’s purposes. 

Thus, a careful and sensitive touch 
is required to be maintained in the con- 
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text of setting the objectives of the orga¬ 
nisation and of the different functional 
area as also of the various levels of the 
organisation such as the top manage¬ 
ment, the middle level and lower levels 
of management and below the rung, up 
to the levels of workers. The chart 
bdow is illustrative of the elements in 
which the objectives of the organisa¬ 
tion get broken, into policies* strategies* 
tactics and targets. 

Common Levels 

These levels are common to most 
organisations irrespective of whether 
they are in industry or business, or 
private or public sector. The objectives 
get different kinds of focus depending 
on whether the organisation is a unitary 
concern, partnership firm or limited 
company. For instance, in a limited 
company, the objects clause in the 
Memorandum of Association details 
the objectives of the organisation in 
broad terms. While for the purpose of 
the shareholders this clause essentially 
delimits the areas of the company’s 
operation, for the purpose of the inter¬ 
nal management including the board 
of directors, these do not say much. 
In the public sector units one notices 
the rather recent tendency to state the 
objectives of the units in more detail 
and precise terms as to what they stand 
for and what they strive to attain. The 
trend is a healthy one, to say the least. 

Reverting to the chart bdow, the 
levels indicated are directly con¬ 
cerned with the objectives as they 
relate to different functions or levels. 
The process of transformation is as 
follows: 

Levels I and II 

The board of directors will be 
concerned with the total organi¬ 
sational objectives in the long, 
medium and short run. As a com- 
municational device, this level will 
be interested to put these objectives 


Chart 


Contents 


Features 


Board of Directors 


Managing Director 


—Level—I—Objectives, goals 
and policies of 
the unit 
—Level II—Policies 


Departmental Managers —Level III—Objectives and 
I goals, policies 

I and targets 

Lower Managers —Level IV—Policies and tar- 

I - gets of perfor- 

| mance 

Supervisors —Level V—Targets 


Workmen 


—Level VI—Targets. 


Top downward: 

Segmentation of the 
objectives and the tar¬ 
gets of performance 
and the policies to be 
followed. 

Bottom upward: 

Abstraction of detail, 
sectional targets merg¬ 
ing into the overall 
goals for realising 
objectives. 


Management by Objectives in Public Sector 

P- CHATTOPADHYAY 
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in as precise terms as possible, so 
that the other levels get to know 
and assimilate what the board of 
directors desire of them to achieve. 

Level III 

The broad objectives adopted by 
the board will provide the basis 
on which the departmental mana¬ 
gers will determine the objectives 
of each, the policies that are de¬ 
rived from the objectives as handed 
down to them from the top, to 
enable them to plan, guide and 
regulate the productive efforts 
under their charge; on the basis of 
the foregoing details, they will fix 
the departmental goals, work pro¬ 
grammes and targets with respect 
to the department as a whole, the 
sections under each department 
and each of the departments vis- 
a-vis the others which will help 
the organisation in acting as one 
body. 

Level IV 

The lower managers being in 
charge of specific functions, the 
objectives and policies determined 
at the departmental levels will 
guide them and they will be con¬ 
cerned with targets set for their 
achievement and the facilities avail¬ 
able therefor; they will be con¬ 
cerned with targets of perfor¬ 
mance at each of the centres un¬ 
der the charge of supervisors. 

Level V 

At the supervisory levels the pri¬ 
mary concern is with work targets 
and the manner of attaining them; 
with the people and other facilities 
that are available; with the indivi¬ 
duals and thi? way in which to 
motivate them towards putting 
in their optimum effort. 

Level VI 

At the levels of workers of diffe¬ 
rent cadres, relatively short term 
goals, standards and targets of per¬ 
formance are given with reference 
to which their performance is 
judged; in addition, channels of 
self-development, promotion and 
other opportunities for self-advan¬ 
cement are provided to enable 
workers to satisfy both the per¬ 
formance objectives or targets and 
their aspirations. 

Mention needs to be made here of the 
dual position occupied by the managing 
director in view of his being a member 
of the board of ditectors while, at the 
same time, he is also the chief executive 
of the company. There are variants to 
this position. In many organisations, 
the chairman of the board and the 
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managing director are one and the same 
person. In some others, the depart¬ 
mental managers arc members of the 
board. In multi-plant companies in 
the public sector, the general managers 
are usually members of the board, 
as in the case of Hindustan Steel. The 
managing directors, departmental ma¬ 
nagers or general managers are in these 
cases to act in a dual role and are there¬ 
fore concerned with objectives and 
policies at multiple levels given above. 

The Preconditions 

The preconditions in which the prin¬ 
ciple of management by objectives 
works are several and require the ut¬ 
most sensitivity in handling of the prac¬ 
tical problems that are likely to be en¬ 
countered in the process. First, the 
positional authority and responsibility 
at each level of the organisational hier¬ 
archy should be laid down in precise 
terms along with a description of the 
position in view. Secondly, the indivi¬ 
duals occupying a position should know 
their own goals, what they seek to 
achieve for themselves and the job 
goals which in their view represent rea¬ 
sonable performance on their part for 
a certain period. Thirdly, there should 
be integration of job goals with in¬ 
dividual goals by agreement and on the 
basis of sorting out goal-conflicts, the 
capabilities of the organisation to cope 
up with the goals set by individuals for 
themselves as also the organisation and 
summing up or aggregation of the 
goals of individual positions at dijfe- 
rent levels of the hierarchy to ultima¬ 
tely represent the organisation goals. 
Fourthly, there should be determination 
of standards of performance on the 
basis of which attainments will be 
assessed. In this respect, a number of 
difficulties arc experienced in practice 
in so far as easily attainable standards 
may not make the best of the technique, 
while unattainable standards are likely 
to fail to enthuse the managers and 
workers and thus defeat the purpose of 
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the technique. Lastly, constant and 
sensitive watch has to be kept of the 
factors that tend to come in the way of 
better attainments and facilities pro¬ 
vided for the fulfilment of the task in 
view. 

In sum, close co-operation and active 
participation of all concerned are neces¬ 
sary to make management by objectives a 
success. The types of objectives in the 
organisation may be different though in¬ 
terconnected. Thus, in the context of the 
public enterprises, one may find • a con¬ 
junction of profit objectives with ser¬ 
vice objectives and social objectives 
with varying prioril e> attached to each 
of them from unit to unit or in the same 
unit over time. These objectives may 
be in harmony or conflict with the indi¬ 
vidual objectives or goals. 

The National Buildings Construction 
Corporation Limited, a wholly owned 
government company registered on 
November 15, I960, had the following 
objectives to be achieved: 

fa) Reduction of construction costs 
by eliminating or reducing con¬ 
siderably the number of middle¬ 
men or by rationalising the plan¬ 
ning and execution of building 
works and improvement in qua¬ 
lity of construction works. 

lb) Execution of construction 
works in border and other diffi¬ 
cult areas where ihere»wa$ hardly 
any construction agency. 

(c) Undertaking works of new and 
unfamiliar design and specifica¬ 
tions and introduction of new 
methods and techniques. 

(d) Elimination of delay in execu¬ 
tion of works by adopting 
flexible arrangements which com¬ 
bine the advantages of depart¬ 
mental construction with the 
flexibility and speed of private 
firms. 

(e) Reduction in the size of super¬ 
visory engineering organisation 
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The International Monetary Fund having period in ascertaining public opinion. One 
called upon the Government of India to com- important, hurdle to the determination of the 
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of government agencies who 
award the work to the corpora¬ 
tion. 

(f) Giving a fair deal to the const¬ 
ruction labour and also har¬ 
nessing the co-operation of vo¬ 
luntary social agencies and the 
labour co* operatives. 

It may be mentioned in this context 
that the Comptroller and Auditor- 
General of India in his Audit Report 
Commercial, 1970. has given an assess¬ 
ment of the corporation with reference 
to these objectives. The report mentions 
that the corporation has been able to 
fulfil the objectives only partially. The 
construction work the corporation 
executed during the period in view 
was not economical, according to the 
report. What is more, the report con¬ 
tests the statements made by the cor¬ 
poration in its annual report regarding 
the fulfilment of the objectives. A 
large mass of data has been given in 
support of the contention of the Comp¬ 
troller and Auditor General. Going 
into the specific details, the Comptroller 
and Auditor-General has shown 
constructively the areas that deserve 
more attention. 

Realisation of Objectives 

The report in different parts has 
given an assessment of the realization 
of the objectives of three other enter¬ 
prises. Relevant details have been pro¬ 
vided in support of the assessment in 
each case. However, coming to think 
about the principle of management by 
objectives, one feels that the assess¬ 
ment by the Comptroller and Auditor- 
General of India would have been much 
more real and purposive if the units 
themselves took it seriously and follow¬ 
ed the tenets in formulating relevant 
internal management policies for rea¬ 
lizing the objectives. On the other 
hand, it is also necessary that the units 
had the freedom to set the objectives 
for themselves. In the present context, 
objectives do not mean merely ideals to 
strive for. They are in fact attainable 
with proper effort in that direction. 

From this point of view the public 
sector units should link the objectives 
with the policies and initiate action 
accordingly. Given below arc the overall 
policies derived from the objectives ol 
a unit in the long, medium and short 
term and arc relevant to most organi¬ 
sations. 

Production Policy : Capacity, product- 
mix, procurement, inventory, pro¬ 
duct engineering, make or buy. 
Financing Policy: Sources, uses, debt, 
credit, liquidity, profitability. 

Personnel Policy : Recruitment, 

promotion, development, transfer, 
salaries, etc., legal matters. 

Marketing Policy : Distribution, 


brand, pricing, promotion product 
packaging, export. 

Long Range Plans : Expansion, di¬ 
versification, innovation, reorganisa¬ 
tion. 

Further Subdivisions 

Each of these can be further sub¬ 
divided. For instance, the distribution 
policies of a unit may take account of 
the components such as the channels 
of distribution for internal and inter¬ 
national marketing, remuneration po¬ 
licies, appointment of agents, the 
communication pattern to be adopted, 
assessment criteria for their perfor¬ 
mance over a period of time and so 
on. Formulation of policies should 
take into account that they should have 
a close relation with the objectives, 
with the policies of the other segments 
of the organisation, or other functions. 
They should be stable as well as flexible. 
The policies should be made easily 
known, understood and accepted by 
those concerned. 

Policies, it needs be emphasised, are 
guidelines for management action. As 
such, they should be clear and precise. 
They assure consistency of action at all 
levels of the organisation. They assist 
in eff ecting better co-ordination of plans 
and exercise better control on the per¬ 
formance. Policies prepare the ground 
for effective delegation of powers to 
managers in charge of specific areas of 
operations. Policies help in stimulat¬ 
ing staff to greater effort. Policies help 
also in establishing sound customer 
relations. 

Most corporate organisations in the 
Indian public sector have been subject 
to many pushes and pulls, external and 
internal. Lacking the discretion neces¬ 
sary in most vital matters, the units 
have found themselves in a strait-jacket. 

A common disease in most of them is 
what Prof. Warren Hayens called ‘dir- 
ectivitis*. Management by objectives 
in the public sector units is also under 
multiple caveats in the sense that most 
of them found themselves laden with 
objectives which not only cut across 
what they seek to achieve but also 
shift from time to time. For example, 
when they were established at out of 
the way places they were supposed to 
be socially biased and the commercial 
or profit objectives were made subser¬ 
vient to the social goats. When they 
started operations, their results, how¬ 
ever, came to be almost wholly judged 
on the basis of the prdfit that they 
yielded. 

Thus, one notices the ritual of re¬ 
primand of the public sector units on 
precisely those counts which were dis¬ 
carded as primary objectives when 
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these units were established; The ritual 
is an annual affair. It is not that the 
reprimand is entirely undeserving, it 
needs to be stressed that a large part of 
this arises because of factors and forces 
for which the units are hardly respon¬ 
sible. One may cite a whole list of 
such factors starting from the concep¬ 
tion and planning of a unit to the 
recruitments and the manner of running 
them. 

Management by objective to be real 
and effective as a practicable principle 
will have to be based on the realities 
faced by each unit and not on the high- 
sounding idealistic statements that one 
has started finding in the annual re¬ 
ports of some of these enterprises. A 
more recent case is that of Hindustan 
Steel which adopted its statement of 
objectives in February 1970. A perusal 
of the statement makes it possible to 
contest each of the objectives stated 
there on the basis of published facts. 
As it is now, the idea of management 
by objective sounds more like an Ame¬ 
rican fad than a pragmatic proposition. 
In the light of the new approach initia¬ 
ted by the Comptroller and Auditor- 
General of India, it is hoped that the 
units will be able to find their own. In 
this respect, it will be better if the units 
are made to adopt a standard pattern 
of objectives on the basis of which 
they may evolve their own policies. At 
present much appears to be desired in 
this respect. 


NOTICE 

THE CALCUTTA ELECTRIC SUP¬ 
PLY CORPORATION LIMITED 

(Incorporated In England) 

Notice is hereby given that the Board 
of Directors of this Company have 
decided to recommend to stockholders 
at the forthcoming Annual General 
Meeting that a Final Dividend for the 
year ended 31st March 1971 on the 
Company’s Ordinary Stock at the rate 
of 5 percent gross less Indian Income 
Tax at appropriate rates be paid on 18th 
November 1971 to those stockholders 
whose names are registered in the Com¬ 
pany’s Stock Register on 18th 
October 1971. 

Applications for transfers received 
in this office before 12 o’clock noon on 
Monday 18th October 1971, will, if 
otherwise satisfactory, be registered at 
that date for the purpose of participa¬ 
tion in the above Dividend. 

BY ORDliR OF THE BOARD 
S.K. MITRA 
Secretary 

ViCTORIA HOUSE 
CALCUTTA, 21st September, 1971. 
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WINDOW ON THE WORLD 

Headaches in Central Europe 
and Middle East 


JQSSLEYN 

LONDON. 

I 

THE SUEZ CANAL 

The RiiCENT tour of Israel and the Arab 
countries of the American Secretary 
of State, Mr Rogers, and the visit to 
Cairo of the British Foreign Secretary, 
Sir Alec Douglas-Home, have revived 
interest in the possibility of reopening 
the Suez Canal to international naviga¬ 
tion. 

Before Mr Rogers left Washington 
he explained that he did not anticipate 
any results or breakthroughs from his 
visit; he did, however, hope that it 
would provide an opportunity to 
“explore ways in the evolving situation 
to maintain and hopefully accelerate 
the momentum towards peace*’. He 
also said that the proposal for an 
interim agreement to enable the Suez 
Canal to be opened would not be a 
substitute for Dr Jarring’s mission to 
seek a full and final settlement of the 
Arab-IsraeJi dispute based on the 
Security Council resolution of Novem¬ 
ber, 1967, but that il would be supple¬ 
mentary to and possibly helpful to that 
mission. 

In the event no immediately signifi¬ 
cant results have, up to the time of writ¬ 
ing, followed Mr Rogers’ tour; nor is 
there likely to be from Sir Alec’s visit; 
and in any case the recent internal 
political upheaval in Egypt, although 
apparently not directly caused by parti¬ 
cular stresses in the confrontation with 
Israel, must necessitate some breath¬ 
ing space before the problems of 
political negotiation can be taken up 
again. Nevertheless, it may be useful 
if 1 set down the attitudes of the two 
sides towards a limited agreement for 
reopening the Canal. 

Sadat Proposal 

The proposal originally advanced by 
President Sadat of Egypt would involve 
the withdrawal of the Israelis from their 
fortified position along the east bank 
of the Canal to a new line starting from 
El Arish on the Mediterranean and 
extending south to a point on 
the Red Sea just west of Sharm el 
Sheikh. The area evacuated would be 
progressively occupied by the Egyp¬ 
tians *vho would then set about clear¬ 
ing the Canal. Egypt has already under¬ 
taken to allow Israeli ships to use the 
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Canal in the same way as those of other 
nationalities. Two further Egyptian 
requirements would have been a specific 
Israeli acknowledgement that the re¬ 
opening of the Canal would be the first 
step towards a general settlement in line 
with the Security Council resolution; 
and that Sharm el Sheikh should not 
remain in Israeli hands though it 
could be policed by an international 
force with whom there could be Israeli 
observers. 

The Israelis would regard an agree¬ 
ment to reopen the Canal as a separate 
arrangement, not part of a complete 
settlement. If they withdrew at all from 
the Canal they could not accept that 
Egyptian—still less Russian—forces 
should occupy the east bank, and would 
in any case only agree to withdraw 
a short distance, leaving their forces 
within sight and range of the Canal. 
Moreover, they would expect the cease¬ 
fire to continue indefinitely. The only 
sign of flexibility in their attitude is 
a hint that Israel might not object if 
only Egyptian police or other non¬ 
military personnel crossed the Canal. 
Since this would prevent the Egyptians 
from entering their own territory it 
seems to me a non-starter. 

II 

RE-OPENING THE CANAL 

The Canal was blocked by scuttled 
and sunk ships and other obstacles 
during the Arab-Israeli war of 1967. 
The British government estimated the 
cost to the British economy of the clo¬ 
sure of the Canal as initially £20 
million a month, though this had come 
down to five million a month by Decem¬ 
ber, 1968. Apart from the serious e>,ect 
that the closure had upon maritime 
traffic and particularly on the supply 
of oil from the Persian Gulf to Europe, 
what has interested Britain has been the 
possibility of extricating the 15 cargo 
ships trapped in the Great Bitter Lake 
in the Canal during the war; four of 
these are British, abandoned by their 
owners to the war-risks insurers. It 
is believed that the British insurance 
industry was faced with a total bill of 
about £12’ million for the ships. An 
attempt through the UN to extricate 
the ships in January failed because 
Israel and Egypt could not agree as to 
whether the Canal should be surveyed 
only to the southern exit or to the north 
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as well. Subsequently the increase in 
the violence and frequency of military 
exchanges across the Canal made fur¬ 
ther attempts impossible. The Suez 
Authority estimates that the removal of 
wrecks and the re-establishment of 
navigation in the canal would take 
about four months. This would re¬ 
establish the permissible draught at 38 
feet, as it was before June, 1967. 
Contrary to widespread belief, the silt¬ 
ing of the bottom of the Canal is not 
likely to present a serious obstacle; 
in normal times silting is mainly caused 
by the passage of ships and during the 
whole of the period of the war years 
1939-45, when the Canal was almost 
entirely closed, silting on the bottom 
did not anywhere exceed 20 ems (8 
inches). Apart from the Canal itself, 
immense reconstruction would be neces¬ 
sary in some of the towns on the Canal 
bank where Ismaila, Suez and Port 
Tewfik have been largely destroyed 
and their inhabitants evacuated. There 
are well over half a million refugees 
from the Canal zone in the interior of 
Egypt. 

Advent of Super Tankers 

A reopened Suez Canal would find 
itself operating in economic circums¬ 
tances different from those of 1967. 
For one thing, the oil industry has 
learnt—albeit at a cost—how to do 
without it. The advent of super tankers 
of 200,000 tons and over must present 
new problems. In 1967, the maximum 
tonnage for a fully loaded tanker going 
through the Canal was 60,000 Ions. 
Vessels of up to about 100,000 tons 
could pass if in ballast or with a reduc¬ 
ed load. There are projects for widen¬ 
ing and deepening the Canal to take 
larger fully loaded tankers, but these 
would need time to realise and cost 
much money. Other factors are the 
establishment of the Israeli pipe-line 
from Eilat to Eshkalon, which now 
transports 20 million tons of oil a year 
(and has a higher potential capacity), 
and the Egyptian project to build a 
pipe-line from the Red Sea to Alexan¬ 
dria (the so-called Sumed line) in con¬ 
nection with which the British govern¬ 
ment have authorised the Export Cre¬ 
dit Guarantee Department in principle 
to support cover up to a maximum of 
£12 million for British suppliers to 
participate. The total cost of the line 
is expected to be approximately S170 
million and its capacity 50 million tons 
per annum. There is also a project for 
a ptpte-line from Persia to Iskanderun 
on the Turkish coast with a capacity of 
40-60 million tons per annum. The de¬ 
mand for oil is, however, increasing so 
inexorably that there will still be a use 
for the Canal. 

If the Suez Canal is reopened, who 
gets what? 

Obviously Egypt will gain revenues 
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(though this might mean reduced sub* 
ventions from Saudi Arabia, Kuwait 
and Libya). Obviously, too, the cause 
of peace would gain in the Middle 
Bast, though Lord Caradon has said: 
“There is a danger that the reopening 
of the Canal might delay or even frus¬ 
trate the final comprehensive settle¬ 
ment so desperately needed. The small 
part might become the enemy of the big 
whole”. But it can equally be afgued 
that one agreement could lead to others 
and that the habit of living in peace 
and compromise in one area of con¬ 
flict between Arabs and Israel could 
develop into a final settlement of all 
issues. Britain and Europe as a whole, 
together with the oil producing countries 
of the Persian Gulf, must also obviously 
benefit by cheaper transport of oil from 
countries of origin to the countries of 
consumption. 

It is over the political effects of the 
reopening that a European observer 
must have some doubts. It is only a 
few years since a negligible Russian 
naval presence in the Mediterranean 
lias grown into a force challenging the 
western presence there and tending to 
neutralise it. If the Canal were opened, 
would not Russia use it to extend her 
deployment and influence in the Indian 
Ocean? This is an obvious danger; 
with the Canal opened the reinforce¬ 
ment of the Russian fleet in the Indian 
Ocean would be much quicker than 
reinforcements from Vladivostoek or 
northern Europe. It would also streng¬ 
then Soviet influence down the Red 
Sea and increase the pressures on 
Saudi Arabia and Ethiopia. Whether 
it would please Mrs Indira Gandhi I 
don’t know. But the economic advan¬ 
tages to Russia of reopening the Canal 
are less evident. 

Ill 

EAST VERSUS WEST 


The idea that the thinning out of the 
forces which face one another on east 
and west in Central Europe would 
help to reduce tension and be a step 
towards lasting security for all European 
countries has a long history. In the 
1950s it was associated with Anthony 
Eden, when Foreign Secretary and 
Prime Minister, and Mr Rapacki, the 
Polish leader. More recently it was 
brought again to notice by the declara¬ 
tion issued after the NATO ministerial 
meeting in Rekjavik in June, 1968, 
which affirmed the readiness of NATO 
to explore, with other interested states, 
practical steps in arms corftrol, and 
called on the Soviet Union and her 
satellites “to join in the search for pro¬ 
gress towards peace". The alliance invit¬ 
ed them to study the problem of 
mutual and balanced force reductions. 
The invasion of Czechoslovakia by 
Russia and her satellites followed, 
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but NATO returned to the theme at the 
ministerial meetings in Brussels in 
December, 1.969, in Rome in May,* 1970, 
and again in December, 1970. NATO 
ministers expressed willingness to exa¬ 
mine* the “possible mutual and balanc¬ 
ed reduction of stationed (/.e. foreign) 
forces as part of an integral program¬ 
me for the reduction of both stationed 
and indigenous forces”. The framework 
within which the NATO ministers con¬ 
ceived discussion of this problem had 
been stated in the communique issued 
after the Rome meeting in May, 1970, 
which said that mutual force reductions 
should be compatible with the security 
interests of NATO and should not 
operate to the military disadvantage of 
either side, bearing in mind the differ¬ 
ences arising from geographical and 
other considerations. Reductions should 
be reciprocal, phased, and balanced in 
scope and liming, and should include 
both stationed and indigenous forces 
and their weapon systems in the areas 
concerned. There should be adequate 
verification and controls to ensure that 
any agreement was observed. 

Russian Attitude Changes 

The Soviet Union has until recently 
shown little interest in this suggestion; 
they have rather pursued the theme of 
the need for the convocation of a Euro¬ 
pean Security Conference. Initially such 
a conference was to exclude the partici¬ 
pation of non-European countries, such 
as the United States and Canada, and 
was apparently to coniine itself to pro¬ 
testations of good political intentions 
and more concrete discussions on trade, 
technological and cultural matters. 
There was no specific mention of what 
the western allies regard as the real 
sources of tension in Europe, such as 
the situation in and around Berlin, 
the compatibility of the Brezhnev Doc¬ 
trine of limited sovereignty with the 
proclaimed desire of the Soviet Union 
to strengthen the independence of indi¬ 
vidual slates and to ban interference 
from outside in their internal affairs, 
and the military confrontation which 
could be eased by mutual and balanced 
force reductions. More recently there 
has been an apparent softening in the 
Russian attitude as part of a many- 
sided diplomatic 1 offensive. 1 emphasise 
that this softening is as yet only appa¬ 
rent and that no concrete results of a 
Soviet willingness to compromise have 
yet emerged. 

In the four-power talks on Berlin, 
which have been proceeding for over a 
year, the Russian attitude js reported 
to have recently become more flexible 
and observers suggest that a settlement 
may even be possible. In the Strategic 
Arms Limitation Talks with the Ameri¬ 
cans agreement has been reached at 
least on procedural matters. Mr Gro¬ 
myko has advanced a project for a 
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treaty determining the international 
status of the moon and prohibiting the 
establishment of any military installa¬ 
tions on its surface, which must be a 
big relief to the Man in the Moon, 
Mr Brezhnev has also proposed a con¬ 
ference of the five nuclear powers to 
discuss nuclear disarmament. Of more 
significance, however, was the remark 
by Mr Brezhnev in his speech at the 
Soviet Communist Party Congress in 
March, 1971, that “we stand for the 
reduction of armed forces and arma¬ 
ments in areas where the military con¬ 
frontation is specially dangerous, above 
all in Central Europe”. This was Only 
one sentence in a marathon speech, but 
Mr Brezhnev thought it worth return¬ 
ing to it at Tiflis on May 14, when he 
said: 

“Some of the NATO countries show 
an obvious interest and even nervous¬ 
ness where a reduction of armed forces 
and armaments in central Europe is 
concerned.. .These curious people re¬ 
semble someone who tries to judge the 
quality of the wine by its appearance, 
without tasting it. . .You have to sum 
up the courage to test the proposal.. . 
Translated into diplomatic language 
this means starting negotiations”. 

There are two obvious changes in 
world circumstances which perhaps ex¬ 
plain the new Soviet attitude; one is the 
increasing evidence of the reluctance 
with which the United States are bear¬ 
ing their burden of world power and 
foreign responsibilities; the second is 
the vast increase in the military poten¬ 
tial of the Soviet Union which can now 
claim an approach to parity and more 
with the US in some aspects of mili¬ 
tary strength. There is also a third 
factor which weighs with the Soviet 
Union, namely the emergence of China 
from her isolation and the possibility 
that through membership of the United 
Nations, and in other ways, Chinese 
influence as a counterweight to Russian 
ideological, political and military 
strength may increase in the future. 

The Western Attitude 

The US administration defeated the 
recent Mansfield amendment for halv¬ 
ing the strength of American troops in 
Europe, arguing that it would be folly 
to withdraw as long as there was a 
possibility of securing a reciprocal bene¬ 
fit by negotiating with the Soviet Union. 
In fact, in the statement from Presi¬ 
dent Nixon, received with “profound 
satisfaction” by the NATO Council at 
its meeting in December last, he pledg¬ 
ed that “given a similar approach by 
the other allies the US, would main¬ 
tain and improve its own forces in 
Europe and would riot reduce them ex¬ 
cept in the context of reciprocal east- 
west action”. Nevertheless, there is 
growing pressure for a reduction 
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American military commitments 
abroad, not only in Vietnam but also in 
Europe, 

After the defeat of the Mansfield 
amendment, Mr Brezhnev addressed a 
party rally in Moscow on June 11 in 
whidh he declared the readiness of the 
Soviet government to discuss cuts, not 
only in land forces in Europe but also * 
in naval forces in the Mediterranean 
and elsewhere. 

The approach to a negotiation of 
mutual and balanced force reductions 
will be pretty tricky, not to say steal¬ 
thily cautious. The communique issued 
after the meeting of the North Atlantic 
Council in Lisbon at the beginning of 
June stated that western governments 
welcomed the indication from Soviet 
Union of their possible readiness to 
consider reductions of armed forces 
and armaments in central Europe. 
These Soviet reactions required further 
clarifications and the western govern¬ 
ments agreed to continue to intensify 
explorations with the Soviet Union. 
They expressed their intention to move 
as soon as may be practicable to nego¬ 
tiations. It was also agreed that deputy 
foreign ministers should meet in Bru¬ 
ssels at an early date to review the re¬ 
sults of the exploratory contacts and to 
consult on substantive and procedural 
approaches to the question of force 
reductions. Eventually NATO would 
be willing to appoint representatives 
who would be responsible for further 
talks with the Soviet government, and 
finally to work out '‘the timing, place, 
arrangements and agenda for negotia¬ 
tions on mutual and balanced force 
reductions”. It looks as though 
nobody is going to rush their fences. 

The USSR’s Biggest Difficulty 

The whole question of force reduc¬ 
tions is complicated and the considera¬ 
tions m the communique cited are des¬ 
cribed as “a framework”. There are the 
basic difficulties of balancing a with¬ 
drawal of Russian troops a few hundred 
miles to the east with the withdrawal 
of American troops thousands of miles 
to the west; of balancing strength in 
one' kind of arm, sky missiles, agamst 
strength in another, say tanks; of find¬ 
ing a basis on which to start, given the 
present great numerical superiority of 
the Russians and their satellites. 

But great as kft the difficulties of the 
west, they are notning to those of the 
Soviet Union, because its troops are in 
Central Europe not so much to balance 
NATO as to keep the countries in which 
they are stationed under Soviet control. 
East Germany, Hungary, Poland and 
Czechoslovakia have all at various times 
risen against their occupiers and the 
possibility that they may rise again 
is always at the back of Soviet calcula¬ 
tions. 
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EXPORTER MAKES GOOD 
IN FOREIGN MARKETS A 


He is doing a flourishing export trade, and 
is well established in some of the most 
promising overseas markets because in alt 
his dealings with these foreign markets he 
very wisely relies on the comprehensive 
banking facilities offered by THE CHART¬ 
ERED BANK ORGANISATION which are 
available in more than 30 major trading 
centres all over the world 
We are always abreast of local financial 


conditions in these trading centres and 1 
are, therefore, in a position to give expert j 
advice on selling or investment, export | 
finance, market intelligence or potential ! 
business prospects. We can make all j 
arrangements for business travel abroad 
and provide foreign currency in the form ( 
of notes or travellers cheques. By exercis- | 
ing our vast knowledge and experience 
we get things done quickly and efficiently. . 
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There has been a spate of diploma¬ 
tic activity radiating from Moscow. 
Where Peking’s future course in world 
affairs is concerned, Moscow is pre¬ 
pared to take for granted exactly 
nothing. The Soviet leaders are busy 
sounding their bearings in terms of the 
possibility of the People’s Republic of 
China taking its seat in the Security 
Council as a permanent member follow¬ 
ing the detente between Peking and 
Washington. The Supreme Soviet fear 
of course is that once Maoist China 
breaks through the bamboo curtain in 
this decisive and dramatic fashion, the 
latter would not only be better placed 
to stir up more trouble for Moscow in 
the communist world proper but would 
also be able to stage a sharper confron¬ 
tation with the Soviet Union in both 
Asia and Africa. 

The immediate purpose of the Soviet 
diplomatic strategy seems to be to en¬ 
sure that there is no erosion of Soviet 
strength or influence in the counsels 
of the United Nations but its more 
basic objective clearly is to consolidate 
the primacy of the Soviet Union when¬ 
ever it already exists in the communist 
world, while trying to push forward 
the frontiers of Soviet leadership into 
as many areas as possible of Asia 
and Africa, and thereby put up its 
own defences in time against possi¬ 
ble Chinese plans for penetration. 
Especially on the Asian continent, 
given the American preoccupation with 
pulling out of South Vietnam, the issue 
of a new balance of power has become 
extremely urgent and terribly impor¬ 
tant for Moscow and this being the 
case the government of this country 
and the Prime Minister may soon dis¬ 
cover that our obligations under the 
recent security pact with the USSR 
are going to be interpreted in ways 
which are not always in conformity 
with the terms of the treaty or their 
implications as she may understand 
either. A bear docs not embrace; it 
hugs. 

* * 

On the argument that history is 
what one may choose to make of it, 
the Shah of Iran can no doubt please 
himself by claiming kinship for his dy¬ 
nasty with Cyrus the Great who estab¬ 
lished the Persian Empire 2,500 years 
ago, But he should not be unduly sur¬ 
prised if the world were to be more 
amused than impressed by the extra¬ 
vagance of tlte programme his court 
has drawn up for celebrating this 
2,500th anniversary this month. The 


ghost city of Persepoiis is to be shaken 
out of its slumber of centuries, dragged 
away from the refuge of its ruins and 
dressed up in vulgar ostentation to play 
host for a day to the VIPs of many na¬ 
tions assembled with the most meticu¬ 
lous snobbery. 

Millions and millions from Iran’s 
rich oil revenues have been dissipated 
on conjuring an expanse of green grass 
and garden where prodigal fountains 
throw their waters into the desert air 
against the background of an impossi¬ 
bly wooded landscape where all was 
sand yesterday and where all will be 
sand again tomorrow. Maxim’s of Paris 
will cook for the Shah’s guests and, 
in order that they may eat the lavish 
food in peace, the Iranian army has 
already taken np positions cordoning 
olf the Persepoiis region from the com¬ 
mon herd. It must be said to the credit 
of His Imperial Majesty that he is at 
least not pretending that this is an 
Iranian people’s celebration. It is an 
advantage of personal despotism that a 
ruler docs not have to pretend that he 
is not despotic; it is enough if he claims 
that he is a benevolent despot. 

* * 

Apropos my comments in the issue 
of September 17 (p. 523) on the govern¬ 
ment’s persecution of the automobile 
industry, a correspondent writes that 
car-owners too arc not always fair. 
He argues that, given the government’s 
deliberate policy of starving the auto¬ 
mobile industry of new capital invest¬ 
ment for the modernization or even 
maintenance of equipment, the forced 
pace of indigenous manufacturing of 
components and, above all, the short 
ration on which the manufacturers have 
been kept with regard to foreign ex¬ 
change for essential raw materials, it 
is both unreasonable and unrealistic 
on the part of car-owners or car-users 
to complain that the products of our 
automobile industry are not up-to-date 
in design, comfort or performance. He 
is moreover inclined to be aggressive 
in taking car-owners to task for the 
way they fail to maintain their vehicles 
properly. According to him, it is not 
uncommon in this country for many 
car-owners or car-users to skimp such 
routine expenditure as regular servic¬ 
ing or prompt replenishment of lubri¬ 
cants in the vehicle. Thanks to the 
high price of lubricants and the conti¬ 
nuous rising cost of even routine ser¬ 
vices or repairs at automobile work¬ 
shops, those who have a weakness for 


false economy are strongly tempted to 
be penny wise and pound foolish. In 
these circumstances, the wonder is not 
that Indian-made cars do not perform 
better than they do but that so many 
of them manage to remain road¬ 
worthy so long. 

This is of course one point of view 
and I personally am prepared to grant 
that the responsibility of the car-owncr 
should also be duly noted and dis¬ 
cussed in any reasonable evaluation of 
the performance of the products of the 
automobile industry in this country, 

I would also like to mention in this 
connection the notorious fact that the 
automobile industry in other countries 
too is not exactly in high favour with 
the people who use its products. Re¬ 
cently I came across the following 
paragraphs in the Editor’s ‘Note Book’ 
of the London Weekly Spectator 
(August 21, 1971): 

“I can't say I got much comfort from 
the report just out in Sweden saying 
most makes of car have marginally 
improved their life-expectancy since 
last year. When Ibought^a new Capri 
exactly a year ago this week, a number 
of features on it were still-born: the 
lock on the driver’s door, which was 
an open invitation to car thieves, the 
ventilation system which refused to 
be turned olT, and the windscreen 
washer which refused to go on. 
Since then the lights have failed three 
times on very dark roads, the clutch 
burnt out on a steep hill, an oil leak 
spurted oil all over the engine in the 
middle of London and the wind¬ 
screen shattered in Gant’s Hill. 
Teething troubles, you may say, and 
charitably I might have agreed with 
you. Itntil last week. Last week I 
took the car to an automatic car¬ 
wash, the kind where a conveyor belt 
delivers you and the car into a mon¬ 
strous tunnel of spurting water, 
gigantic fluffy rollers and hurricanes 
of hot air. It is, in fact, an exciting 
and undemanding voyage; all the 
driver need to do is ensure his 
windows tightly shut. That’s right. 
The window wouldn’t budge. As the 
car was drawn inexorably into the 
watery blackness, I tugged and tugged 
at the handle. Just as the first jets 
of water hit the car there was a dull 
thud as the entire window disengag¬ 
ed itself from the handies and sunk 
out of sight into the recesses of the 
body work.” 

V.B. 


<508 


Trade 


CENTRAL LOANS 

Ttil central government has announ¬ 
ced the second instalment of its loan 
programme for the current year, 
through re-issue of the three loans made 
in July last, for a total of Rs 100 crorcs. 
Further tranches of 4-3/4 per cent, 
loan 1978, 5-1/4 per cent issue 

1986 and *5-3/4 per cent loan 2001 arc 
to be issued. All the three rc-issucs 
are to be made at par. The loans, 
which open for subscription on October 
1, are to be kept open till October 4. 
They may be closed earlier without 
notice as soon as the total subscription 
amounts to Rs 100 crores. The govern¬ 
ment reserves the right to retain 
subscriptions up to 10 per cent in ex¬ 
cess of the notified amount. A press 
communique issued by the Reserve 
Bank slated that if the total subscrip¬ 
tions received for the new loans exceed 
the notified figure plus the amount of 
ten per cent retainable as aforesaid, 
partial allotment would be made in 
respect of the subscription received and 
the balance refunded in cash as soon 
as possible. 

I M F. ON CURRENCY CRISIS 

The International Monetary Fund 
has proposed that the yen be revalued 
by 15.3 per cent and the US dollar 
be devalued by three to live per cent. 
The proposal was made by IMF Ma¬ 
naging Director, Mr Pierre Paul Sch¬ 
weitzer, it is stated. The IMF proposal 
also called for a 12.3 per cent revalua¬ 
tion of the Deutsche mark, and a 11.2 
per cent revaluation of the Canadian 
dollar. The IMF had calculated the 
recommended changes in the values of 
major currencies on the basis of actual 
and projected basic balance of payment 
trends in those countries for the period 
1970 to 1972. The basic balance of 
payments includes the visible and in¬ 
visible trade accounts, transfer pay¬ 
ments and long term capital flows. 
It excludes movements of short term 
capital. 

1NDIA-1RAQ ECONOMIC TIES 

Iraq has oflered crude oil and sul¬ 
phur to this country in return for in¬ 
dustrial machinery and technical ser¬ 
vices. The offer was conveyefl at talks 
recently for the conclusion of a new 
trade arrangement between the two 
countries. Dr Fakhri Qadouri, Member 
of the Economic Bureau of the Revo¬ 
lutionary Council of Iraq, at a meeting 
with the Minister for Petroleum and 
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Chemicals, Mr P.C. Sethi, suggested 
that an Indian delegation should visit 
Iraq to discuss details about specifica¬ 
tions and prices of Iraqi crude to be 
supplied to India, A delegation will 
visit Iraq shortly. Another suggestion 
from Dr Qadouri, who headed a 
seven mail delegation, was that Iraq 
could collaborate in joint ventures in 
India in the oil industry. K 11 particular, 
Iraq could meet foreign exchange re¬ 
quirements for setting up refineries. Mr 
Sethi suggested that India could colla¬ 
borate with Iraq in setting up fertiliser 
factories which could utilise ammonia. 
This country could supply the know¬ 
how for setting up fertilizer factories. 
India could purchase a part of the 
production and the rest could be 
exported to third countries. 

ADVANCES AGAINST SUGAR 

The Reserve Bank imposed on Sep¬ 
tember 23 control on bank advances 
against sugar, gur and khandsari by 
raising the minimum margins and 
fixing a minimum rate of interest of 
12 per cent in certain circumstances. 
This step has been taken in view of the 
continuous rise in prices of sugar, gur 
and khandsari and in order to deal with 
speculating holding of stocks of these 
commodities. According to a directive 
issued by the Reserve Bank to all 
scheduled commercial banks, a mini¬ 
mum margin of 50 per cent has been 
fixed on credit limits against these com¬ 
modities granted to parties other than 
those manufacturing sugar and to su¬ 
gar mills in respect of sugar stocks 
which have left the factory premises and 
on which excise duty has been paid. 
The banks are also required to charge 
a minimum margin of 40 per cent on 
advances against lapsed releases of 
sugar. However, in order to allow for 
the transport and other genuine diffi¬ 
culties which might come in the way of 
speedy despatches of sugar from the 
sugar factories, it is stipulated that the 
40 per cent margin will not be appli¬ 
cable to 10 per cent of the quantity 
notified to be released in all states. In 
the case of mills in the states of UP 
and Bihar, which have been badly 
affected by floods, stocks up to 30 per 
cent of the quantity of sugar notified 
to be released will be exempt from the 
application of the minimum margin of 
40 per cent during the months of Sep¬ 
tember and October 1973 only. The 
Reserve Bank has also asked the sche¬ 
duled commercial banks to charge a 
minimum rate of interest at 12 per cent 
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per annum on advances against sugar, 
gur and khandsari granted to parties 
other than thpse manufacturing sugar 
and parties manufacturing sugar in 
respect of stocks which have left the 
factory premises and on which excise 
duty has been paid. The Reserve Bank's 
directive will not, however, apply to 
advances granted in respect of sugar 
stocks pledged/ hypothecated with 
banks which are intended for export, 

ADVANCES AGAINST JUTE 

The Reserve Bank has decided, in 
consultation with the Jute Commis¬ 
sioner, Government of India, that the 
scheduled commercial banks which 
have been granting advances to the 
jute industry may finance the required 
inventory stocks of raw jute with jute 
mills equivalent to four months 1 con¬ 
sumption on an average. With a view 
to expediting the grant of additional 
facilities, the Bank has also decided to 
waive, as a special case, its prior 
authorisation under its credit authori¬ 
sation scheme, for the banks allowing, 
for the current jute season, increased 
credit limits to individual jute mills, 
provided the limits are allowed taking 
the necessary precautions. The sanc¬ 
tion of such limits, however, requires 
to be reported to the Reserve Bank 
subsequently. The Bank has reiterated 
that, in regard to extending packing 
credit facilities to exporting units, the 
banks are free to exercise their discre¬ 
tion in relaxing the margin require¬ 
ments particularly on the basis of the 
past performance of the borrowing 
units. The relaxation has been effected 
in view of the considerable increase in 
the availability of raw jute supplies 
and the bright prospects of an increase 
in the export of jute goods. The Re¬ 
serve Bank has emphasised that the 
jute mills on their part should endea¬ 
vour to extend full co-operation to the 
banks by furnishing them with all the 
relevant information in respect of their 
turnover, cash accruals, inventory and 
trade credits, to finance raw jute 
purchases by adopting the system of 
usance bills on the letter of credit basis, 
which in turn would enable the commer¬ 
cial banks to have recourse to the Re¬ 
serve Bank under the new Bills Redis¬ 
counting Scheme. 

NON-BANKING DEPOSITS 

The Reserve Bank of India, in a 
press note, has stated recently that the 
acceptance of deposits by non-banking 
companies for periods not less than 
those prescribed for this purpose is 
regulated in certain ways by the direc¬ 
tions issued by the Reserve Bank* An 
important stipulation is that the amount 
of deposits which a company may ac¬ 
cept is restricted in terms of a ceiling 
(generally speaking no company may 
accept deposits exceeding 25 per cent 
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of its paid-up capital and free reserves, 
if any; mmmmd loans obtained from 
the shareholders or guaranteed by a 
director of the company are not treated 
as deposits for this purpose at present). 
The directions also require non-bank¬ 
ing companies to disclose in any ad¬ 
vertisement soliciting deposits particu¬ 
lars regarding their management, busi¬ 
ness, profits, dividends, capital, re¬ 
serves, deposits and other liabilities so 
that intending depositors may have full 
information about the financial posi¬ 
tion of the company and be on their 
guard. While the Reserve Bank's direc¬ 
tions are intended to be of some help 
to the depositors by imposing on the 
companies a restriction on the total 
amount of deposits which they may 
accept and an obligation to disclose re¬ 
levant facts about their financial posi¬ 
tion, they ajre no guarantee against the 
company (and its depositors) coming 
to grief through mismanagement or 
otherwise. 

SUGAR COMMISSION 

The union government has appoin¬ 
ted Mr V. Bhargava, retired Judge of 
the Supreme Court, as the Chairman 
of Sugar Industry Enquiry Commission 
in the vacancy caused by death of Mr 
D.N. Sinha, the former chairman of 
the Commission. The Commission has 
been set up to undertake a detailed 
study of the working of the sugar in¬ 
dustry in the context of the demand 
for its nationalisation. 

AWARDS FOR ACCOUNTANTS 

The Monopoly and Restrictive Trade 
Practices Commission Chairman, Mr 
Justice A. Alagiriswami, formally de¬ 
clared open the new office premises of 
the Council of the Institue of Chartered 
Accountants of India in Indraprastha 
Estate. In a brief address to the annual 
meeting of the Council, he stated that the 
chartered accountants had a social re¬ 
sponsibility. Besides auditing accounts, 
they had to advise industrial ventures 
and business undertakings on various 
other aspects. Giving away the awards 
for the best presented accounts, Mr 
Justice Alagiriswami commended the 
management representatives of Glaxo 
Laboratories (Bombay), Indian Tele¬ 
phone Industries (Bangalore), Kesoram 
Industries and Cotton Mills (Calcutta) 
and the State Bank of India (Bombay). 
Glaxo Laboratories were awarded a 
silver shield, the others were presen¬ 
ted yiuth copper plaques. 

UNIDO SYMPOSIUM 

A seven-member delegation, led by 
Mr D. G. Rao, Group Manager in 
the Planning A Development Division 
Of Fertiliser Corporation of India 
<FCI), toft New Delhi on Shlhday, 
S^phwer 19, for Kiev (USSR) to 
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participate in the discussions at the 
Second Inter-Regional Fertiliser Sym¬ 
posium. The Symposium to being held 
under the auspices of the United Na¬ 
tions Industrial Development Organi¬ 
sation (UNIDO) during Septembor- 
October, 1971. The participants are 
meeting in Kiev from September 21 to 
October 1. Afterwards they propose 
to move to New Delhi for further deli¬ 
berations from October 2 to October 12. 

The symposium will identify pro¬ 
blems being faced by the fertiliser indus¬ 
try in developing countries and suggest 
solutions. The participants will also be 
taken round some fertiliser plants in 
the USSR. Other members of the dele¬ 
gation are: Mr I. G. Jhingaran, Deputy 
Secretary in the Ministry of Petroleum 
& Chemicals, who is also a Co-Director 
for the New Delhi part of the Sympo¬ 
sium; Mr V. Rama Iyer, Senior indus¬ 
trial Adviser, DGTD; Mr K. Push- 
paraj, Area Marketing Manager, Ferti¬ 
lizers & Chemicals Travancore Limited; 
Mr S. Venkataraman* Chief Engineer, 
Planning & Development Division, 
FCI; Mr K. S. Vishwanathan, Deputy 
Chief Engineer, Trombay plant of 
FCI; and the nominee of the Fertiliser 
Association of India- Dr C. B. Patel, 
Executive Director (Tech.), Gujarat 
State Fertiliser Corporation. Dr S. K. 
Mukhcrjee, Director (Production) in 
Fertiliser Corporation of India, who is 
a consultant of UNIDO for the sym¬ 
posium, is also going. 

LABOUR MINISTERS’ MEET 

The union Labour Minister, Mr R.K. 
Khadilkar, and the Labour Secretary, 
Mr P.M. Navak, represented this coun¬ 
try at the four-day Third Asian Labour 
Ministers 4 Conference held in Seoul 
(South Korea) from September 27. 
The conference was inaugurated by the 
President of the Republic of Korea. 
The conference discussed among other 
things the role of trade unions in eco¬ 
nomic development in Asian region dur¬ 
ing the seventies and the establishment 
of trade standards to facilitate mobility 
of manpower in the Asian region. Re¬ 
presentatives of Afghanistan, Austra¬ 
lia, Burma, Bhutan, Cambodia. Cey¬ 
lon, China, Fiji, Indonesia, Iran, Japan, 
Korea, Laos, Malaysia, Maidive, Nepal, 
New Zealand, Pakistan, Philippines, 
Singapore, Thailand and Viet Nam par¬ 
ticipated in the conference. 

IMPROVED CURRENCY NOTES 

This country is going in for the most 
modern and sophisticated technology 
in regard to printing of currency notes. 
The basic purpose is not only to deter 
counterfeiting and meet the increas¬ 
ing needs of currency and bank notes 
in the years come but also to improve 
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the notes both in design and colour. 
An agreement was signed recently with 
a Swiss firm for the supply of two spe¬ 
cial security priming machines with an 
electronic , numbering pre-control de¬ 
vice, The machines will help renovate 
and expand the currency note printing 
works in the India Security Press, 
Nasik Road. The total f.o.b. value of 
machines and all auxiliary equipment 
and spare parts is DM 5.38 million 
(about Rs 1.13 crorcs). 

ENTREPRENEURSHIP COURSE 

The sixth Industrial Entrepreneur- 
ship Course for young engineers was 
taken up at Small Industries Service 
Institute, New Delhi. 

Inaugurating the course, Mr K. 
Rama Brahman, Chairman of Indian 
Oil Company, said that young engineers 
by starting their own industries, would 
have a sense of participation in the de¬ 
velopment of the country, by using their 
skills and talents in their own way. 
Thirty young engineers attended the 
course, the object of which was to give 
all information to them about the 
assistance and facilities available for 
technical personnel for starting small- 
scale industries of their own. 

NAMES IN THE NEWS ' 

Mr B. S. D. Baliga, Member (Staff) 
of the Railway Board, has been named 
successor to Mr B. C. Gangtili, the 
Chairman of the Board, who is due to 
retire on January 16 next year. Mr Bali- 
ga’s place on the Board will be filled by 
Mr M. N. Bery, General Manager of 
Northern Railway, The Member (Trans¬ 
port) of the Board, Mr N* S* Swami- 
nathan, who retires on December 12, 
will be succeeded by Mr B. M. Kaul, 
General Manager of Western Rail¬ 
ways. 

V, K. Shah, President, National 
Alliance of Young Entrepreneurs, New 
Delhi, has been appointed a member 
of the Standing Committee of the Cen¬ 
tral Advisory Council of Industries. 
He replaces Mr Chandrakant S. DesaL 

Keonet James William Mackay, 

third Earl of Inchcape, has been 
appointed one of the two Vice-Chair¬ 
men of The Burmah Oil Company, 
U.K. He is well-acquainted with all 
facets of Burmah’s operations, having 
been a director on its board for over 
10 years. He has had close ties with 
this country for the last 25 years as the 
Executive Chairman of the* Inchcape 
Group. He has repeatedly visited India, 
particularly in connection with the 
business of Mackinnon Mackenzie and 
the British India Steam Navigation 
Company. 
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Company Affairs 


SESHASAYEE PAPER 

SfSHASAYtc Paper <& Boards Ltd paid 
its maiden dividend during the year 
J 970-71 which indeed was a important 
event in the history of the company. 
Mr S. Narayanaswamy, chairman, told 
the shareholders that this was also a 
year in which the expanded capacity 
of the plpnt was fully commissioned and 
output reached nearly 33,000 tonnes 
as against around 28,000 tonnes during 
the previous year. The net sales in¬ 
creased correspondingly to Rs 7.90 
crores as against Rs 5.93 crores in the 
previous year. The gross profit of 
Rs 1.99 crores enabled the company 
to provide Rs 56 lakhs for develop¬ 
ment rebate, Rs 63.58 lakhs for de¬ 
preciation and Rs 43 lakhs for deferred 
taxation reserve. The company pro¬ 
posed the distribution of 12 per cent 
by way of interim and final dividend. 

The chairman staled that decontrol 
of the paper prices had made these 
favourable results possible. He added 
that mostly the Increases in prices of 
paper were the results of increase in 
railway freights, the cost of coal, the 
cost of bank credit, the cost of elec¬ 
tric power and cost of a whole range 
of chemicals. He added that an analy¬ 
sis of the numerous cost factors 
would make it clear that about 80 per 
cent of such increases were due to 
governmental action in the shape of 
tariff or rate revisions or increased 
excise or import duties. He hoped that 
the government would help the indus¬ 
try by ensuring that ingredient costs 
did not get pushed up so that the indus¬ 
try could stabilise the prices of paper 
over a period. He added that any 
effort to impose statutory control on 
prices would only aggravate a trend, 
wherein the consumer scramble would 
tempt the distributive trade to resort 
to unfair practices while the industry 
would be starved of its fair share of 
profits and would not be able to plough 
back resources for expansion. The 
paper making industry has been capi¬ 
tal intensive with rapidly increasing 
cost of plant and machinery. This ex¬ 
plained the absence of sizable new 
paper ventures over the last decade. 
Under these circumstances lie hoped 
that the government would issue ex¬ 
pansion licences to existing mills which 
were in a position to increase installed 
capacity speedily. 

The chairman informed the share¬ 
holders that the government of Tamil 
Nadu had renewed the agreement for 


the supply of bamboo from state 
government forests for a period of 
ten years beyond April 10, 1968, when 
the last agreement terminated. The 
company has agreed to an increase in 
the seigniorage payable and this was 
subject to review on or after March 31, 
1975. The company has, in turn, agreed 
to supply fixed tonnage of paper to the 
state government. This undoubtedly 
narrowed the manoeuvrability of 
production programmes of the com¬ 
pany, which has board making capacity 
of 10,000 tonnes. NevertheleSvS, the 
company has made firm arrangements 
in respect of its principal raw material. 

CENTURY SPINNING 

The directors of Century Sinning 
propose to maintain the interim eq ’iity 
dividend for 1971 at Rs 16 per share. 
The interim distribution was raised last 
year by a rupee compared with Rs 15 
for 1969. Together with a final dividend 
of Rs 29 per share, the total distribu¬ 
tion during the previous year was Rs 45. 

BHARAT HEAVY ELECTRICALS 

Boilers and auxiliaries, manufac¬ 
tured at Tiruchirapalli unit of Bharat 
Heavy Electricals Ltd accounted for 
over half of the total output of the 
company during the year ended March 
31, 1971, stated Mr O.S. Murthy, 
chairman, in a statement issued on the 
occasion of the annual general meet¬ 
ing. He added that the production of 
a sophisticated section of the boiler 
was stepped up by 40 per cent over the 
tonnage in 1969-70. He stated that 
towards the end of the year the unit 
was engaged in the manufacture of 20 
boilers for thermal power stations and 
19 process boilers for industrial ins¬ 
tallations spread all over the country. 
The notable achievement, the chair¬ 
man stated, was the efficiency test 
curried out on the first 60 MW boiler 
supplied to Ennore thermal power 
station last year. 

The Hyderabad unit of the company 
completed twd 60 MW sets, one each 
for Harduagapj and Delhi thermal 
power stations and one 110 MW 
sets for Bhatinda thermal power station. 
With this, the company's factories 
have successfully tested sets for all 
the three ratings—60 MW, 100 MW 
and 110 MW -at their own works. The 
Hyderabad unit also manufactured 
194 circuit breakers made up of 191 
minimum oil circuit breakers and three 
air blast circuit breakers valued at 


Rs 2,38 crores. At Hard war unit 
the production increased front 
Rs 9,44 crores in 1969-70 to ks 10.79 
crores in 1970-71. The wofk on the 
100 MW set for Badarpur thermal 
power station progressed and the work 
on the second 100 MW set for Obra 
thermal power station was also com¬ 
pleted, except for some minor assem¬ 
blies. 

Mr Murthy stated that some sped* 
fic deficiencies and obstacles hampered 
the production of BHEL units among 
which delays in the supply of alloy 
steel castings and forgings proved a 
major bottleneck. This was a matter 
of great concern and the issue was 
being pursued at the highest level. 
The chairman suggested to the govern¬ 
ment that the central foundry forge 
plant should be set up at Hardwar 
to serve the special needs of heavy 
electrical industry. 

Mr Murthy revealed that the com¬ 
pany recorded a net profit of Rs 65 
lakhs after fully providing Rs 6,17 
crores for interest on loan capital, 
Rs 4.74 crores for depreciation, Rs 
1.35 crores for contingency reserve 
and Rs 1.52 crores spent on social 
overheads in excess of receipts. This 
record appears quite commendable in 
view of the fact that the Hardwar unit 
which accounts for nearly 60 per cent of 
the total capital investment of the com¬ 
pany, is expected to break-even only 
by 1975-76 and the company has already 
earned a profit during the current year. 
Mr Murthy stated that the company 
proposes to increase the authorised 
share capital from Rs 65 crores to Rs 
80 crores by converting the Loans of 
equivalent amount into equity. This, 
he stated, was being done in view of 
the government's guidelines in res¬ 
pect of financing the capital investments 
in public sector undertakings which 
made it clear that each project would 
be financed on the basis of half of its 
capital being in equity and rest in the 
form of loans. 

MYSORE BREWERIES 

Mysore Breweries Ltd, will enter the 
capital market on October 6, with an 
issue of Rs 30 lakhs for public subs¬ 
cription. The issue will close on Octo¬ 
ber 14 or earlier at the discretion of 
the directors, but not before October 
9, 1971. The present issue is made up 
of 230,000 equity shares of Rs 10 each 
and 7,000 (9.5 per cent) redeemable 
cumulative preference shares of Rs- 
100 each (free of company’s tax but 
subject to deduction of tax at 
source at the prescribed rates). The 
entire issue offered to the public has 
been underwritten. The company has 
an authorised capital of Rs 85 lakhs* 
The present issue is for 349,930 equity 
shares and 10,000 (9.5 per cent) redbent^ 
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English Electric 
conserve precious 
foreign exchange 


through planned import substitution 


To conserve the country’s foreign 
exchange, ENGLISH ELECTRIC have been 
continuously developing designs of 
Control and Protection equipment based 
on th« maximum use of indigenous 
raw materials and components 

A maior breakthrough was achieved in the 
mdigemsation programme in 1966 with the 
production of Steatite bodies for HRC. 
Puses at the Madras Works The import 
content in the present range of Fusegear 
and Switchgear is negligible After 
extensive research ENGLISH ELECTRIC 
pioneered the u«;e of aluminium busbars 
and other conductors to reduce demand 
on imported copper 

Air Circuit Breakers and a wide range of 
Control and Protection equipment 
previously imposed are now being made 
m India by ENGLISH ELECTRIC 


The import content of all this equipment 
is being progressively reduced aiming 
at sell-sufficiency in the near future. 

In Electronics, the ENGLISH ELECTRIC 
MARCONI Signal Generator is a typical 
example of import substitution of a 
world-class instrument made m India 
with very high indigenous content 

On the export front. Indian-made 
ENGLISH ELECTRIC equipment is in 
service in Australia, Burma, Kuwait, 
Malawi, Nigetia, Thailand, Uganda, the 
United Arab Republic etc The list 
continues to grow. 


Contra/ and Protect/on are 
the keys to ENGLISH ELECTRICS 
total involvement m India's 
industrialisation and power development* 
Pioneering in the indigenous 
manufacture of Control and Protection 
equipment f planned Import substitution, ( 
sustained export drive and dedicated 
research and product development make 
ENGLISH ELECTRIC what they are 
today — trusted tor quality 
and performance the world over 



English Electric-playing a lead role in India's power development 


THE ENGLISH ELECTRIC COMPANY Of INDIA UMITCD, MADRAS 43 


B ENGLISH ELECTRIC 
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we help India 
fight its war 
on all fronts 


As India moves towards its goal of allround develop¬ 
ment, we make our contribution. On the food front. 
Union Carbide provides pesticides and polyethylene 
film which help the farmer reap a bigger,better harvest. 
On the home front we bring to you a variety of 
household articles ranging from batteries and flash¬ 
lights to colourful containers made from our poly¬ 
ethylene. We supply raw materials and chemicals 


essential for the pharmaceuticals, paints, textiles. Iron 
and steel and rubber industries. On the export front< 
Union Carbide combs the five continents for new 
markets and its products reach more than 50 countries 
including the U.S.A. These are but some of the seeds 
that Union Carbide India Limited has sown to raise the 
standards of living of the people of India. Yes, in our 
little way we help India fight its war on ail fronts I ^ 



sowing the seeds of progress 
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able cumulative preference shares of Rs 
100 each. Out of the present issue 
119,930 equity shares and 3,000 pre¬ 
ference shares have been reserved by 
way of firm allotment to the subs¬ 
cribers to the memorandum of asso¬ 
ciation and directors. The company 
proposes to set up a brewery for the 
manufacture of beer at the rate of 
50,000 HL per annum. 

GWALIOR RAYON 

A settlement has been reached 
between the four registered unions and 
the management of Gwalior Rayon's 
staple fibre unit at Nagda, Madhya 
Pradesh, about the payment of bonus 
for the financial year ended March 
31, 1971. The settlement, which also 
covers the following year, that is 1971- 
72, provides for 20 per cent bonus 
(maximum permitted under the Bonus 
Act) and an ex-gratia payment of 11 
per cent, the same as was paid for the 
year 1969-70. The bonus dispute at 
Gwalior Rayon’s Calicut pulp and 
staple fibre units is still continuing on 
account of the workers’ demanding a 
higher percentage of bonus than last 
year’s, which according to the manage¬ 
ment is completely unjustified. 

BLUNDELL EOMITE 

For the financial year which ended 
on June 30, 1971, the gross sales of 
Blundell Eomite Paints Limited 
recorded at Rs 3.67 crores, which re¬ 
flects 10 per cent increase over the pre¬ 
vious year. This record turnover in¬ 
cluded exports. As a part of their pre¬ 
sent sales campaign many new stockists 
were appointed during the year with 
the object of increasing the number 
of outlets through which the company’s 
decorative finishes were made available 
to the consumers. The company has 
set a substantially higher target for 
the current year. On the export 
side, the company has signed a 
contract with Russia for exporting 
Eomite Pammel Synthetic Enamel 
White which is their branded first 
quality synthetic enamel in the market. 

BROOKE BOND 

The directors of Brooke Bond India 
Ltd, have decided to recommend to 
the shareholders that for the period 
from July 1, 1970 to June 26, 1971, 
dividend at the rate of rupees two per 
share (subject to deduction of tax in 
accordance with the provisions of the 
Finance Aot now in force) be paid out 
of the general reserve of the company to 
all members whose names appear on 
the register of members as at the close 
of business on December 10, 1971. 
The company has recorded a turnover 
of Rs 93.57 crores during the period 
as against Rs 85.15 crores during the 
previous year. A sum of Rs 2.71 
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crores has been provided for taxation. 
Net profit after tax is Rs 1.86 crores. 
Taking into account development re¬ 
bate reserve and other provisions made 
in the past year no longer required, the 
surplus available is Rs 2.01 crores. 
A sum of Rs 5.50 lakhs has been trans¬ 
ferred towards development rebate 
reserve, Rs 1.85 lakhs to capital re¬ 
serve and Rs 1.94 crores towards 
general reserve. 

CAPITAL AND BONUS ISSUES 

Consent has been accorded to 14 
companies to raise capital of over Rs 
7.59 crores. Eighi of them are to is¬ 
sue bonus shares totalling more than 
Rs 94.23 lakhs. The consents are valid 
for twelve months. The following are 
the details: 

Fit Tight Nuts and Bolts Ltd Bombay, 

has been accorded consent to capi¬ 
talise Rs 24 lakhs out of its general 
reserves and issue fully paid equity 
shares of Rs 100 each as bonus shares. 

Excel Glasses Ltd, Alleppey, has 
communicated to gavernment of its 
proposal to issue capital under. Clause 
5 of the Capital Issues (Exemption) 
order, 1969, to the value of Rs 80 
lakhs in the form of equity aud pre¬ 
ference shares to manufacture glas¬ 
swares, hollowwares, glass bottles etc. 

Manufacturing Products Private Ltd, 
Calcutta, has been accorded consent to 
capitalise Rs 1,60,000 out of its general 
reserves and issue fully paid equity 
share of Rs 100 each as bonus shares 
in the ratio of four bonus shares for 
every one equity share held. 

Rninbow Steels Ltd, Muzaffarnagar 

(UP), has communicated to the govern¬ 
ment its proposal to issue capital 
under Clause 5 of the Capital Issue 
(Exemption) Order, 1969, of the value 
of R. 40 lakhs (including equity of 
Rs 15 lakhs already raised) divided 
into three lakh equity shares of Rs 10 
each a d 10,000 9 5 per cent red ena¬ 
ble cumulative picferenec shares of 
Rs 100 each for cash at par for esta¬ 
blishing an electric arc furnace unit 
at Muzafiarnagar. 

Industrial Credit and Investment 
Corporation of India Ltd, Bombay, 

has been accorded consent for issue 
of further share capital of Rs 2 5 
crores divided into 2 50 lakh equity 
shares of Rs 100 each at par as rights 
shares in the proportion of one for 
every three shares held. 

Lakhaapal Private Ltd, Bombay, 

has been tecorded consent to capita¬ 
lise R$ 2,80,600 out of its general re¬ 
serves and issue fully paid equity 
shares of Rs 10 and Rs 50 each as 
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bonus shares in the ratio of two for 
one equity share held. 

Iron Exchange (India) Ltd, Bom¬ 
bay, has been accorded consent to 
capitalise Rs five lakhs out of its re* 
serves and issue fully paid equity 
shares of Rs 10 each as bonus shares 
in the ratio of one bonus share for 
every five equity shares held. 

Mysore Sugar Co. Ltd, Bangalore, 

lias been accorded consent to capitalise 
Rs 18,03,400 out its general reserves 
and issue fully paid equity shares of 
Rs 10 each as bonus shares in the 
ratio of one for three equity shares 
held. They have also been allowed to 
issue right shares amounting to Rs 
36,06,790 for cash at a premium of 
Rs two per share. 

Modi Spg, and Wvg* Mills Co, Ltd, 
Modioagar, has communicated to the 
government its proposal to issue 
capital under Clause 5 of the Capital 
Issues (Exemption) Order, 1969, of 
the value of Rs 5,75,95 in the form of 
equity shares of Rs 10 each for cash at 
par as right shares. 

Jesons Electronics Ltd, New Delhi, 
has communicated to the government 
its proposal to issue capital under 
Clause 5 of the Capital Issues (Exemp- 
ption) Order, 1969 to the value of Rs 
60 lakhs —Rs 50 lakhs in equity shares 
and Rs 10 lakhs in 9.5 per cent re¬ 
deemable cumulative preference shares 
—for cash at par to manufacture dry 
cell batteries. 

Allied Resins and Chemicals Ltd, 
Calcutta, has been accorded consent 
to capitalise Rs 23,60,000 out of its 
general reserves and issue fully paid 
equity shares of Rs 10 each as bonus 
shares in the ratio of one bonus share 
for each equity share held. 

Ahmedabad Mfg. and Calico Printing 
Co. Ltd, Abmedabad, has communi¬ 
cated to the government its proposal 
to issue pital under Clause 
5 of the Capital Issues (Exemption) 
Order, 1969, to issue eight per cent 
debenture stock of the aggregate value 
of Rs 178 lakhs for pledging with the 
banks and financial institutions for 
cash credit facilities. 

Photophone Ltd, Bombay, has been 

accorded consent to capitalise Rs 12 
lakhs out of its general reserves and 
issue fully paid equity shares of Rs 
100 each as bonus shares in the ratio 
of two bonus shares for every three 
equity shares held. 

Gcllkeps Private Ltd, Baroda, has 

been accoided coasent to capitalise Rs 
7,20,000 out of its free reserves and 
issue fully paid equity shares of Rs 
100 each as bonus shares in the ratio 
of one bonus share for every equity 
share held. 
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SESHASAYEE PAPER & BOARDS LIMITED 

* 

Pallipalayam, Erode-7 

Chairman’s Speech 

The following is the text of the Speech delivered by the Chairman, Shri S. Narayanaswsmy, 
at the 11th Annual General Meeting of the Company, held at Pallipalayam on Saturday, the 25th 
September 1971. 


Ladies and Gentlemen . 

It gives me great pleasure to welcome 
you to this the Eleventh Annual Gene¬ 
ral Meeting of the Company. The 
Annual Report and Accounts have 
been with you for some time and I seek 
your permission to take them as read. 

The year 1970-71 is an important 
one in the history of the Company as 
the year whose working has resulted in 
a maiden dividend being paid- some¬ 
thing for which you have waited for 
quite some years. This was also the year 
in which the expanded capacity of the 
plant was fully in commission and our 
production reached just under 33,000 
tonnes as against just over 28,000 
tonnes in 1969-70. Our net sales value 
increased correspondingly to Rs. 790 
lakhs as against Rs. 593 lakhs in the 
previous year. The protits of the year 
at the gross figure of Rs, 199.18 lakhs 
enabled us to write off all intangible 
assets in the balance sheet, provide for 
a Development Rebate of Rs, 56 lakhs, 
after providing Rs, 63.58 lakhs towards 
Depreciation on the straight-line basis 
and to transfer Rs. 43 lakhs to Deferred 
Taxation Reserve after providing for 
distribution of interim and final divi¬ 
dends, totalling 12% on the Company 
Capital. 

It is hurdls necessary for me to add 
that de-control of paper prices, for 
which the Paper Industry has been 
pleading for several years now, has 
made these attractive results possible. 
However, the Paper Industry resolved 
to fix prices for standard varieties 
of paper as a measure of discipline, 
which, while reckoning with the 
steep increase in the cost of manu¬ 
facture, would obviate the distress 
caused by any unrestrained price hike 
in an important consumer 1 article. 
Members will perhaps recollect that 
we first announced the price increases 
on 1-4-1970 through prominent news¬ 
paper announcements in ail parts of 
India under the heading “Appeal to 
consumers to help us hold the Price 
Line.** Since then, we increased our 
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prices only once m October 1970 in 
respect of a few varieties only which 
were outside the category of cultural 
papers. More recently, some upcountry 
mills have further increased prices, while 
our prices have remained pegged at the 
level fixed about a year ago. 

I am aware Government has felt 
greatly concerned over the periodical 
price increases by some mills. T would 
like to state that these increases are the 
result of increases in railway freight, in 
the cost of coal, which, in several cases, 
has to be hauled over Jong distances, 
increase in the cost of bank credit an¬ 
nounced by the Nationalised Banks, 
escalation of electric power tariffs and 
increased cost of a whole range of 
chemicals and commodities that go to 
make paper. In the case of the last 
mentioned items, new or enhanced ex¬ 
cise duties have contributed to higher 
costs. Any analysis of the numerous 
cost factors would make it clear that 
about 80% of such increases. are due 
to Governmental action in ttfe shape of 
tariff or rate revisions or increased ex¬ 
cise or import duties. The Annual in¬ 
crease in the cost burden is of the order 
of Rs. 125 to Rs. 150 per tonne of 

paper.taking the last four years into 

account. With all this, Indian prices of 


writing and printing paper are* lower 
than the domestic prices obtaining else¬ 
where in the world. 

Let me express the hope that Go¬ 
vernment will help the industry by en¬ 
suring that ingredient costs do not get 
pushed up, which should enable the in¬ 
dustry to stabilise the price levels of the 
manufactured article over a period. 

Any effort to impose statutory cont¬ 
rol on prices will only aggravate a 
trend, which has been observed under 
all systems of control, particularly 
where gaps in supply arc known to 
exist, namely, that consumer scramble 
would tempt the distributive trade to 
resort lo unfair practices, while the 
Industry itself would be starved of its 
fair share of profits, which would en¬ 
able it to plough back resources and 
undertake expansion schemes. Under 
the control systems that operate in the 
country, the consumer gets little end- 
price relief in terms of what he is called 
upon to pay and in physical terms, frac¬ 
tions of the commodity controlled, 
as we now observe in the case of 
steel. 

The paper-making industry has been 
capital-intensive over the last fifteen 
years. Presently, with plant and special 
purpose machinery costs reaching new 
altitudes, the weightage of capital to 
output and, in turn, that of capital to 
gainfulness has been tilting the balance 
of economic operations against tfie 
entrepreneur. This explains the ab¬ 
sence of sizable new paper ventures 
over the last decade. In such a 
background, government will not, I 
hope, hesitate to issue expansion 
licences to existing mills, which are 
in a position to increase installed 
capacity with far greater speed than a 
totally new venture can and implement 
expansions at considerably lower cost. 
This is not to say that the industry does 
not welcome new ventures* but that' 
the yawning gap between supply and 
demand cannot be allowed to get any 
wider, because this will cut a new edge 
to the frustration of unsatisfied con* 
sumers —- through any delay in creat- 
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ing fresh mahtifacturihg capacity. 
Scarcity is a rickety pedestal on which 
to build corporate prosperity and I 
know of nobody in the paper industry 
who believes that long-term industrial 
stability can be built on such shifting 
sands. It is to be hoped that the in¬ 
dustry will continue to have the oppor¬ 
tunity of ploughing back its earnings, 
with a view to expand installed capacity, 
Which may involve Companies prac¬ 
tising reasonable restraint in dividend 
distributions. As of now, l see no 
other way of bridging the gulf between 
demand and supply. Bold and quick 
decisions are called for, as even expan¬ 
sions are conditioned by machine 
supply schedules. It is usual and con¬ 
venient to blame an industry for short¬ 
ages; but, as to an industry like paper, 
having been acknowledged to have 
worked marginally in excess of rated 
capacity, there would be little substance 
in such complaints. 

To come back to our affairs, 1 am 
glad to inform you that the Govern¬ 
ment of Tamilnadu have kindly renewed 
the agreement for supply of bamboo 
from State Government forests for a 
period of ten years onwards of 10th 
April 1968, on which date our last 
agreement terminated. Your Company 
has agreed to an increase in the seig¬ 
niorage payable and this is subject to 
review on or after 31-3-1975. The Com¬ 
pany has, in turn, agreed to supply 
fixed tonnage of paper to the State 
Government. 

Ibis undoubtedly narrows the ma¬ 
noeuvrability of production program¬ 
mes of the Company, which has a 
board-making capacity of 10,000 
tonnes. Nevertheless, we have reason 
to feel gratified that, in respect of our 
principal raw . material, it has been 
possible for the Company to arrive at 
a long-term agreement with the Govern¬ 
ment. We are grateful to the Tamil¬ 
nadu Government for passing final 
orders on this subject. By deleting one 
item from the catalogue of unpredicta- 
bles, Government have enabled the 
management to do a little more confi¬ 
dent planning of future production 
schedules, 

I wish to refer to a very disquieting 
fiscal impost announced in the May 
1971 budget, namely, the blanket 30 
per cent Customs Duty on all imports. 
We do not take delight in importing 
what can be secured locally, but there 
ire some vital raw materials, scores 
and spares, which are just not available 
in the country, even on a heavily post¬ 
dated delivery basis. The Customs 
Duty in force on certain of these items 
stands enhanced by 66-2/3% l Such 
increases in the cost of capital goods or 
process material add again to the bur¬ 
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den of end-costs and push tip ex-factory 
prices. It is a pity that no voice of re¬ 
monstrance was raised in Parliament 
against indirect levies that swell both 
capital and operating costs in Industry, 
the incidence of which finally falls on 
the not-very-broad shoulders of the 
Indian Consumer, We can all appre¬ 
ciate a protective import duty that offers 
shelter to a nascent industry, but a pure 
revenue duty that is intended to con¬ 
serve foreign exchange, but, in practice, 
does not, because industries cannot 
afford a closure for the reason that 
some small material from abroad costs 
somewhat more, punishes only the 
consumer—and, in the long run, makes 
inroads on his consuming capacity 
— which negatives all our Plan effort, 
which, in turn, purports to improve 
standards of living in the country 
through enlarged consumption, I 
would like the Union Finance Minister 
to review these blanket duties with 
particular reference to the specific 
hardships they create, through the 
multiplier effect of such duties on do¬ 
mestically unavailable material. 


Our relations with our staff and wor¬ 
kers during the year under review re¬ 
mained cordial and i am glad to say 
that Union Leaders have brought deep 
understanding to the Company’s prob¬ 
lems over the years, and I dare say that 
reciprocal understanding of the wor¬ 
kers’ difficulties by the management 
and of a management by the workers, 
will help us to keep production uninter¬ 
rupted in coming years. 


1 wish to convey your thanks and 
that of the Board to Sri D.V. Reddy. 
Since he assumed office as General 
Manager, he has not let grass grow 
under his feet. Under his captaincy, 
we have been able to achieve satisfying 
levels of production, economic work¬ 
ing combined with strikingly good 
house-keeping and plant maintenance, 
which have become very important in 
the context of steadily-mounting costs. 
J wish to thank the Works Manager, 
the Financial Adviser & Administrative 
Officer, the Sales Manager, the Secre¬ 
tary, the Sectional heads and the entire 
supervisory staff and all ranks of em¬ 
ployees for the splendid work put in by 
them. To those who operate on the shop- 
floor and to skilled and unskilled wor¬ 
kers at ail levels, l wish to say we are 
greatly appreciative of the meaningful 
work done by them during the year. 

We are deeply beholden to our Insti¬ 
tutional fricndvS, the Industrial De¬ 
velopment Bank of India, Industrial 
Credit and Investment Corporation of 
India Limited and the Life Insurance 
Corporation of India for their steady 
support over the years and their faith 


615 

in this enterprise. The continued assis¬ 
tance that we have received from our 
principal bankers, the United Commer¬ 
cial Bank and the Syndicate Bank, 
makes us feel we are beholden to them 
in more senses than one. 

Our Managing Director, Sri S. 
Viswanathan, has brought to the found¬ 
ing and operations of this complex 
enterprise, unique qualities of economic 
leadership. I want to compliment him 
on his stewardship of the Company’s 
affairs during a prolonged period of 
stresses and strains. 

I wish, in particular, to take this 
opportunity of thanking all share¬ 
holders for the patience they have exer¬ 
cised over the 10-year period, on the 
occasion of the first opportunity of 
their getting an annual return on their 
investment. 

I now move for adoption of the Re¬ 
port and Accounts and, in doing so, 
shall be glad to answer any questions 
relating to the Company’s affairs. 

NOTE: This does not purport to he a 
record of the proceedings of the Annual 
General Meeting. 
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StG IN 1970-71 

INTERNAL CONTROLS 

AND 

BOUNDARY RELATIONSHIPS 

STATEMENT BY PRAKASH TANDON. CHAIRMAN. AT THE 15TH ANNUAL GENERAL MEETING 


On the day our year finished, 31st March, 1971, 
we announced in the press STCs provisional results 
for the year together with the performance budget 
for the following year; an account of a task done 
and a task In front. In retrospect, the final figures 
show the degree of accuracy of the provisional 
figures : 

1970-1971 1971-72 

PROVISIONAL FINAL BUDGET 
Rs. Crores 


Total sales 

215.00 

217.90 

270.80 

Exports 

70.00 

70.60 

90.00 

Imports 

140.00 

141.90 

175.00 

Domestic 

$.00 

5.40 

5.80 

Total costs* 

5.10 

5.30 

5.20 

, Profit before tax 

5.94 

6.40 

6.80 

•Excluding provisions 

and write offs 




The publication of provisional figures with 
such speed and accuracy, of which our Corporation 
can feel justifiably proud, signifies, first, that it has 
been able to achieve tne new style of management 
accountability It set out to do, whereby it manages 
by objectives, measures performance, and self-sp- 
praisea. The objectives are set out In s performance 
budget for the year, reviewed however at mid-year, 
when a new revised budget is prepared, while the 
actual performance against the budget is reported 
In detail in daily, weekly, monthly and quarterly state¬ 
ments. For instance, while we prepare a detailed 
monthly review and profit and loss account, each 
quarter there is a formal Audited Report and Ac¬ 
counts presented to the Board. This simplifies and 
speeds up the task of preparing the annual accounts. 


i 


i 
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Second — and this I suggest with some caution 
and humility — such a system of knowledge gives 
management some control over its destiny, by substi* 
tutlng a willed progress through the year for what 
might otherwise be akin to drift. A management that 
knows in detail within the week that its purchases o# 
sales are going wrong, or within the month that its 
profit and loss account is wide off the mark, is a 
management informed in time and able to do some¬ 
thing before the deviation takes it too far off courss. 
Planning, performance budgeting, appraisal and 
timely correctives therefore give our management an 
excellent action substitute for what might otherwise 
have to be termed just bad luck. 

I do believe too that the risk of failure today 
Is graduatly shrinking as the horizon of managerial 
knowledge recedes ; and this is where we are putting 
our greatest emphasis in the Corporation — in exten¬ 
ding our managers* knowledge and making available 
aids to decision-making, and at the same time 
reorganising the decision-making levels and proces¬ 
ses to ensure greater participation, sounder decisions, 
and more speed. 


As a direct consequence of the introduction 
of our accountability system and the financial discip¬ 
lines that it has imposed on our internal operations, 
we have reaped some tangible benefits in economies 
and savings in the working capital employed and costs 
contained. A happy feature Indeed was that we ran 
a Rs. 217 crores business on a self-sustained cash 
basis, and in fact earned a net interest of Rs. 30 lakhs 
in the year. To the Shareholders, it has meant that 
we have raised our equity capital from Rs. 2 crores to 
Rs. 7 crores, and shortly to Rs. S crores, through 
successive bonus issues, and the dividend is paid 
every quarter, instead of once a year. These are 
achievements our shareholders can well feel satisfied 
with in a public enterprise. 

A public undertaking lives in a duality. On the 
one hand it is heavily dependent upon the will of others— 
and they are indeed many ; and varied are the controls 
they exercise, directly and indirectly, over both policy 
and administration — and yet, on the other, while it is 
constantly under the public gaze, it lives In a near 
vacuum of true accountability of the modern indus¬ 
trial type, that does not just question but also helps 
construct. 

What is perhaps needed is a new three ~ 
iayeied definition jf accountability — internal, exter¬ 
nal and public, internal accountability would serve 
at an instrument of knowledge and control by 
management, who in their appraisal would have to be 
their own best judges and worst critics. Externally, it 
would also be the instrument of knowledge and con¬ 
trol by those to whom the enterprise is responsible, 
who therefore themselves possess the skills and 
sophistication of accountability that they would 
expect from the enterprises. To industry and public 
at targe It would be the means of communicating the 
enterprises' activities and results. A brief analysis 
of this is the theme of my speech today, because I 
feel that as a public enterprise we have the twin res¬ 
ponsibility of defining our self-accountability and 
placing before all those to whom we are responsible 
our views on how we feel our accountability might 
be improved. 

A hanoicap to management and shareholders 
alike of public enterprises is perhaps the absence of 
market evaluation mechanism that places a value on 
shares day by day. Such an evaluation — influenced 
though it might often times be by such extraneous 
considerations of short-term nature as political and 
economic conditions in the country — is nevertheless 
firmly related in the long run to the performance of a 
corporation and its success or otherwise in the return 
it obtains on the resources it employs. A continued 
adverse market judgement can ultimately choke off its 
access to fresh funds. Another handicap might lie in 
the structure of its shareholding, In that it is not 
spread. 
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An answer to both might Ho, 1 submit, in tome 
thought being given to creating « now stylo of shate- 
holding in public undertakings, broader based and 
well spread, over employees and the public, In the 
shape of M popular capital". To prevent speculation, 
several measures can be adopted ; smell-sized end 
limited holdlnpe, control on transferability, etc. The 
concept would be that of a unit trust; in fact there 
could be a unit trust holding a portfolio of shares in 
public undertakings* The benefits would be many. 

Employee co« determination and joint manage¬ 
ment would then acquire a new and real meaning. A 
share in equity would give employees not only a 
personal Involvement but also e responsibility for the 
affairs of the Corporation at present sometimes 
messing on account of a near total |ob security. To 
small public shareholders It would be e new form of 
investment, but en Investment that would be truly 
public; to the Stete it would mean a new form of 
savings ; to tha Corporation a nsw source of funds , 
and to the management a new dimension to their 
accountability. 

Since performance would be constantly evalu¬ 
ated In terms of sornlng capacity and share values, it 
would create in management a professional outlook 
and financial discipline. For a Corporation in 
gestation the urge to go early on stream and reach 
profitability ; for one in the red to go into the black , 
control over working capital and costs ; a watch over 
break-even points, self-financed growth, rising pre¬ 
miums placed on shares ; conversely, falling share 
values, lack of demand for shores, and external funds 
drying up : these would all be in-built challenges or 
deterrents to management, thus under constant test. 

However, whatever form accountability takes 
at the boundary, internally the management of an 
enterprise has to evolve Its own accountability and 
simulate its own judgements, which will put It under 
tests of Its own, and subject it to performance pres¬ 
sures it otherwise would not have. This is what we 
In STC are trying to do — to tudge ourselves, to 
create our own pressures. Heaven knows there are 
pressures enough upon us, but they are not of the kind 
that test and stretch us ; they are mostly of the critical 
kind where the judgement Is often delivered with a 
charge. 

May I now explain how we are reshaping — at 
least trying to reshape — the Corporation to a new 
style of accountability. 

We have first tried to give the Corporation an 
“accountable structure*'. Beginning at the top, our 
Board has divldsd Itsslf Into two layers : the total 
Board, consisting of the executive and non-executive 
directors, and a Committee of Management, consisting 
of the executive directors. The Committee meets 
every week, and sometimes oftener for sanctions 
and a detailed review of operations and of the work 
of its sub-committees on finance, personnel, credit 
services, and of expenditure and other items that are 
under permanent surveillance, such as travel, overtime, 
entertainment, debtors* stocks. It gives the execu¬ 
tive directors a sense of joint responsibility for the 
total affairs of the Corporation, instead of a one-up on- 
ona equation between a director and the Chairman. 
In the culture that prevails, it Is altogether easy for 
a chairman to become the fountain-head of all wisdom 
and decisions; and yet no matter how able or wetl in¬ 
formed he is, there »s a limit to his capacity for 
decision-making. Besides the many complex opera¬ 
tional decisions, ha has his useful boundary function 
and tha promotion of forward planning and policy. 
He therefore has to regard himself as a modern co¬ 
ordinating and prima Into parts kind of chairman rather 
than the old-fashioned family business and proprietary 
boss, or tha nineteenth century colonial district 
commissioner. 

The Board, In return for this strict accounta¬ 
bility and joint datarmlnition of tha affaire by tha 
Committee, has given it deep trust and wide powers. 
It however receives detailed reports to enable a Board 


member to taka Interest in as much depth as ho wlehss 
to. Significantly, the new schedule of powers, that 
hat recently been approved by the Board, is a brief 
and aimple document, in which the Chairman while 
declared totally responsible for all affairs of the Cor- 

8 oration, yet exercises his powers only jointly with the 
lommittee; alone, he has no powers, except in an 
emargency, but then eo has any other executive direc¬ 
tor. Then there are the new committees of management 
being formed in tha marketing divisions, under the 
chairmanship of their own division chiefs, 

f have spoken so far about accountability ; but 
there is another important aspect of how wo view our 
basic task. Accountability is at best a quantification 
of the task budgeted and done, there remains tha 
task itself, and how well we do it to the satisfaction of 
Government, who set the task, and of industry, for 
whom we perform It. 

Our relationship is dual, stretching td Govern¬ 
ment on one side and to trade and industry on the 
other, with u» in the middle, as an instrument of one 
and agent of the other. This is where our task is at 
its most sensitive and most difficult, and here is where 
we receive most criticism — partly, I admit, because of 
our own failings; partly, I sincerely believe, because 
of the inherent difficulties in the situation in which wa 
are often placed; and partly, too, from an unreason¬ 
ableness. Let me expatiate. 

Government has decided upon a policy of 
exercising an increasing interest in international trade, 
especially Imports. Importing for long past has been 
done by merchants and actual users Both of them 
are unsympathetic with this policy and regard STC as 
an intruder— and an inexperienced and inept Intruder 
at that; in their opinion, let me quote the shape of 
the problem, as the Review Committee on STC 
saw it. 

“Unprepared, the Corporation has had to step 
into fields where traditional trade had long 
experience and was naturally critical of its 
early errors and teething troubles* The 
criticism was sometimes unsparing and often 
unhelpful, and for the slightest mistake (h& 
Corporation was subjected to a strong glare of 
scrutiny and criticism without any appreciation 
of the fact that after all, entering these areas 
was not of the Corporation's own choosing, 
nor the unpreparedness its own fault. Further¬ 
more, under circumstances o! a crisis in 
supplies psrhaps the knowledgeable would 
have fared no better.'* 

This is therefore where we are trying to put In 
our greatest effort. Whenever we are asked to move 
into a new canalised area, we realise that we have to 
play the role of a service agency to the industry con¬ 
cerned by importing raw materials of the quality they 
need, at the time they want It, and at the best possible 
price. 

In the last two years, the accent on nationali¬ 
sation of import trade has meant a spurt in the 
number of imported products handled by STC. For 
instance, our Chemicals Division alone has been asked 
to handle 28 new products since 1st April 1971 ; our 
Textile Division, six new products ; and IRMAC, our 
new Industrial Raw Materials Assistance Centre is 
constantly scouting in new areas. We have evolved a 
drill, whereby we contact the experienced m industry, 
and particutary industrial associations, and meet 
them on a regular basis to find out their needs and 
how we could best fill them, though here we run into 
a problem. 

We find that importers themselves often 
Import haphazardly. Scarcity of foreign exchange and 
restrictions on imports have not been conducive to 
their planning their import needs; they imported as 
much as they could, when they could. When therefore 
an Item is canalised, industry is inclined to inflate its 
demands, and If there is likelihood of a shortage deve¬ 
loping, it tends to create sometimes a panic condition 
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to compel STC to Import more than current needs. 
This has at least thretf disadvantages: It ties up valuable 
foreign exchange now ; It builds unjustified inventories, 
and results in a carrying cost that at the present 
Interest rates is at least 15% per annum; it may also 
adversely affect indigenous producers. 

We can fully appreciate induitry*s miscal¬ 
culations ; but miscalculations in the past were of the 
Individual and therefore limited in size. Once canali¬ 
sation takes place and imports are made by one 
Importer, STC, on behalf of many, they become 
magnified The a lswer is fgr $TC to learn fast and 
do its homework better by developing adequate market 
information and forecasting, but having done that it 
should be left to exercise its own commercial lodge¬ 
ment. It would naturally help if industry too were to 
do its homework and ensure that the advice it gives to 
STC is fair and accurate, and expect it to Import no 
more than it would have done in its own best commer¬ 
cial judgement Industry should not regard STC as a 
surplus warehousing facility, but should commit itsetf 
for what it orders and share the consequence of under 
Or over - ordering 

At the other end, In our relations with Govern¬ 
ment we regard ourselves as Its instrument of national 
foreign trade policy and its cutting edge to ensure that 
implementation of the policy is done In the best 
commercial manner We regard policy as government's 
prerogative; implementation ours. As an Instrument 


pi government* however* we do run Into the Interest* 
log situation that where In the past,industry end firms 
made their own case with Government, once canal- 
isahoii comes they regard STC as their '“represen¬ 
tative In New Delhi.'* It therefore lobby*. appeals* end 
pressures us to wrest the concessions that It used to 
try and do itself. Thi* adds none too easy e dimension 
to our task. 


t have tried to convey broadly how we view our 
task, both Internally and at the boundary; where we 
feel our weaknesses He-some Inherent in the 
situation* others for us to repair; the delicate rela¬ 
tionships at both ends ; all this not as an apologia 
but as a perception of our task end problems* The 
Corporation and its management Is placed today In 
perhaps the most sensitive area of fha economy* and 
upon perceptions of the task will depend how well It 
performs in this delicate role. 


To quote my Minister* the Corporation is 
doing e fine |ob. I would say that we are at least 
trying to, though also only too conscious of the long 
way we have to go. Of course an understanding by 
those, whose instrument end agent we are* does help. 
We do appreciate therefore all the support we receive 
from government end industry* and especially from our 
own Ministry, equally as I personally desply appre- 
ciate the effort of our men and women who serve the 
Corporation in an exciting period of growth and deve* 
lopment of a new national policy. 
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Chairman : Hr. Kripal Singh 

CHAIRMAN'S SPEECH 


Speech delivered by the Chairman of Hindustan Tele* 
printers Ltd* at its 10th Annual General Meeting held on 
24-9-1971 at Madras, 


Mr. Kripal Singh 


Gentlemen, 

I have great pleasure in welcoming 
you to the TENTH ANNUAL GENE¬ 
RAL MEETING of your Company. 
The Directors’ Report and the Audited 
Statement of Accounts for the year 
ending 31.3.1971 have already been in 
your hands for sometime and with 
your permission I shall take them as 
read. 

Your Company has now completed 
the first decade of its existence. During 
this period, your Company has regis¬ 
tered remarkable progress in all its 
activities and established procedures 
and practices calculated to ensure its 
future growth on sound and healthy 
lines. These embrace the fields of Per- 
sonneL Management, Production Cont¬ 
rol, Material Management, Cost Cont¬ 
rol and Value Analysis, Research and 
Development, Customer Relations, 
Training and Welfare Activities. On 
the readily measurable side of your 
company’s activities, the rate of pro¬ 
duction has been increased from the 
initial target of 1300 unit teleprin¬ 
ters per annum a$ per the Original 
Project to over 5500 units per annum 
after the Expansion Project; the 
range of manufacture has been 
expanded to cover not only all the 
varieties of machines and attachments 
included in the original schedule of 
agreement with our Collaborators but 
also several new items desigoed an< * 
developed by your Company; and the 


foreign exchange content of the ma¬ 
chines has been brought down to a re¬ 
markably low figures of 3% by value 
in components and approximately 6% 
by value in raw materials. A beautiful 
housing estate of over 180 modern 
quarters equipped with all amenities 
necessary for a happy community 
has also been developed. It is worth 
mentioning that in developing this 
estate your company has given first prio¬ 
rity to the needs of its lowest paid em¬ 
ployees and has so far constructed 76 
‘A’ Type Quarters, 96 ‘B’ Type Quar¬ 
ters and 16 *C’ Type Quarters represent¬ 
ing a percentage availability of 52, 11 
and 12 respectively for the correspond¬ 
ing categories of staff. 

Coming to the year under review, 
the working results of your Company 
have been discussed at length in the 
Directors’ Report. I shall here touch 
upon some of the salient features only. 
Your Company produced during the 
year 4,911 units of teleprinters as 
againt 5,010 produced during the last 
year. The slight decrease in production 
has been primarily due to labour un¬ 
rest, culminating in stoppage of produc¬ 
tion in the factory for a period of two 
weeks during July and August 1970. 
Your Company’s total despatches for 
the year amounted to 5,040 units of 
teleprinters as against 5,079 units 
during the previous year. However, 
the total sales for the year amounted 
to Rs. 345.49 lakhs as against Rs. 
341 .95 lakhs during the previous year 


in spite of the lowering of the price of 
a unit teleprinter. This was made possi¬ 
ble by a substantial increase in the 
supply of Spares vi*. R$. 54.52 lakhs 
as against the target of Rs. 40.00 lakhs. 

The Financial position of the Com* 
pany continues to be satisfactory. The 
Profit for the year amounted to Rs. 
53.78 lakhs after providing for taxes 
as against Rs. 66.52 lakhs in the previ¬ 
ous year. The fall in profit has been 
due to an increase in expenses owing to 
upward revision of wages and a further 
reduction of Rs. 300/- effected in the 
price of unit teleprinter with effect 
from 1st September, 1970. The year’s 
profit works out to 12.5% of the capi¬ 
tal employed and compares well with 
the general performance in the en¬ 
gineering industries. Your Company 
has also repaid to your Collaborators 
Messrs. Olivetti Rs. 30 lakhs in res¬ 
pect of deferred credit received from 
them and at the end of the year the 
amount outstanding on this account 
was only Rs. 147 lakhs as compared to 
Rs. 177 lakhs at the end of the previous 
year. 

You will be happy to note that in 
view of the good financial position 
of the Company, your Directors have 
recommended an enhanced Dividend of 
12 1/2% on the Equity Capital for the 
year 1970-71, 

In my speech to you last year I had 
made a mention of the headway 
made by the company in the ex* 
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port fidd. You will be glad to know that 
during the year under review, your 
Company exported to various countries 
equipment worth Rs. 27.7 lakhs, Which 
works out to 8% of the total sales of 
your Company for the year. In fact, 
your Company’s foreign exchange earn¬ 
ing has exceeded the requirement of 
exchange of the Company for produc¬ 
tion for the whole year. Your Company 
also secured fresh export orders worth 
Rs. 6.53 lakhs from various countries. 

More recently, your Company has 
secured sizeable export orders from 
Singapore. It is hoped that this would 
be a prelude to further orders from this 
area. 

Your Company has been laying great 
deal of emphasis on Research and 
Development so as to keep pace with 
the latest developments in Telecommu¬ 
nications and allied fields elsewhere. 
Development work is in progress in 
the matter of redesigning the present 
machine for a more streamlined appear¬ 
ance as well as for incorporating the 
tape transmission and perforating 
attachments. Replacement of the trans¬ 
mitting and receiving portions of the 
electro mechanical unit by electronic 
circuits using integrated circuity which 
will provide special facilities like im¬ 
proved margin and distortion features, 
automatic case shift* storage facilities, 
etc. is another line of development pre¬ 
sently engaging your Company’s atten¬ 
tion. 

As mentioned by me earlier, indust¬ 


EASTfiRN ECONOMIST 

rial relations in the factory were strain¬ 
ed for some time during the second 
quarter of the year, There was a strike 
and your Company had to declare a 
lock-out A settlement on the revision 
of scales of pay and allowances was 
finally arrived at with the Employees’ 
Union on 5th August, 1970 and the 
lock-out lifted and work resumed with 
effect from 6th August, 1970. The re¬ 
lations are at present satisfactory. 

Your Company maintained the usual 
staff welfare and recreational activities 
during this year also. An additional 
impetus has been given for social and 
recreational activities in the Staff Co¬ 
lony by the completion and inaugura¬ 
tion of the Community Hall. This hall, 
built at a cost of about Rs. 1 lakh, is 
equipped with a stage and can accom¬ 
modate about 500 persons. The const¬ 
ruction is so designed as to permit the 
hall being used as an indoor stadium 
for games like badminton. 1 have no 
doubt that the large community of your 
Company’s employees and their fami¬ 
lies resident m the Staff Colony will 
make the fullest use of this amenity. 

There was a change of a Director 
during the year. Shri S.D. Nargolwala 
who had been Director of the Com¬ 
pany for over seven years, resigned on 
5.2.1971 consequent on the change of 
his portfolio in the Ministry of Finance. 
I would like to record the Company’s 
deep appreciation of the services ren¬ 
dered by him in the expansion and pro¬ 
gress of the Company. Shri B.N. 
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Maheshwari, Additional Secratary, 
Ministry of Finance (Communications 
Division) has since been appointed as 
Director of your Company in place of 
Shri S.D. Nargolwala. I have great 
pleasure in welcoming him to this or¬ 
ganisation. 

The year 1970 was the final year for 
Royalty Payments to your Company’s 
Collaborators. Messrs. Olivetti and 
obligations in this regard have ceased 
on 31.12.1970 oh the final termination 
of the contractual link with them. I 
am confident, however, that the mutual 
goodwill developed during the 10 years 
of our association with Messrs. Oli¬ 
vetti, would continue unabated for our 
common benefit. 

Gentlemen. 1 have come to the end 
of my brief survey of your Company's 
performance during the year. You wilt 
agree that despite the special problems 
faced during the year. Your Company 
has continued to maintain its steady 
progress. 1 am sure, all of you will 
join me in congratulating the Manag¬ 
ing Director, his officers, supervisors 
and workers, who, by their conscienti¬ 
ous and bard work have made this 
achievement possible. 1 also thank my 
colleagues on the Board for their valu¬ 
able advice, co-operation and support. 

I now request you to adopt the Di¬ 
rectors’ Report and the Audited Ac¬ 
counts for the year ended 31.3.1971. 

(This does not purport to be a re¬ 
cord of the proceedings of the Annual 
General Meeting.) 
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Shri O.S. Murthy 


CHAIRMAN’S SPEECH 


BHARAT HEAVY ELECTRICALS 

LIMITED 


Following is the text of statement given by Shri O. S. Murthy, 
Chairman, on 23rd September, 1971 at New Delhi 


Ladies and Gentlemen, 

On behalf of the Board of Directors, 
I have pleasure in welcoming you to 
the 7th Annual General Meeting of 
your Company. The audited Accounts 
for the financial year ended March 
31, 1971, and the balance sheet as on 
that date, together wilh^ statements 
containing statistical information on 
the important activities of the Com¬ 
pany, are already with you and I will 
take them as read. 

I am happy to report that during 
the year, your Company earned a pro¬ 
fit for the first time. The net profit for 
the year was Rs. 65 lakhs, after provid¬ 
ing fully for depreciation, interest and 
contingencies. It is a big step forward 
in the onward march of this Company 
and although the net profit during the 
year is only modest, it signifies a new 
phase in the operations of the Com¬ 
pany. An important factor contribut¬ 
ing to this, was the good performance 
of the Tiruchirapalli Unit, 

During the year, the value of produc¬ 
tion of your Company increased to Rs. 
48.26 crores from Rs. 44.61 crores in 
the previous year. The production 
would have been higher but for strikes 
at Hyderabad and Hard war Units. 
The workers at Hardwar Unit struck 
work on May 12, 1970, and although 
the general strike was called off on 
May 25, 1970, the Unit returned to 
normalcy only in August 1970, after 
the Agreement was signed by the Mana¬ 
gement with the recognized Union. 
Again at Hyderabad Unit, a 
section of employees went on strike 
on December 4, 1970. Subsequently, 
the Management was compelled to 
declare a lock-out in such of those 
factory blocks which were adversely 
affected. The lock-out was lifted in 
stages, as the striking workers agreed 
to join duties. The strike was finally 
called off on January 12, 1971. 

The measurable loss in £*roduction, 
as a result of these strikes, was about 


Rs. 1.40 crores. The indirect loss was, 
however, greater as it takes time for 
employees to reach their normal pro¬ 
duction levels after resumption of duty. 

Production 

Boilers and auxiliaries, manufac¬ 
tured at Tiruchirapalli Unit, accounted 
for over half of the total output of the 
Company during the year. With a gross 
output of Rs. 26.52 crores, out of a 
total production of Rs. 50.03 crores, 
including inter Unit transfers, the pro¬ 
duction at this Unit, during the year, 
was 25 per cent higher than in the previ¬ 
ous year. The production of boiler 
components and auxiliaries increased 
to about 22,000 tonnes as against 18,800 
tonnes in the previous year. More im¬ 
portantly, by off loading to other manu¬ 
facturers, items of easy manufacture, 
the production of sophisticated part 
of the boiler, viz. the pressure parts, 
was stepped up by 40 per cent over the 
tonnage in 1969-70. At the end of the 
year, the Unit was engaged in the manu¬ 
facture of 20 boilers for Thermal Po¬ 
wer Stations and 19 process boilers 
for industrial installations spread all 
over the country. The 60 MW boiler 
supplied to Delhi Thermal Power 
Station, the two boilers manufactured 
and supplied to Madras Fertilizers Ltd., 
and one industrial boiler manufactured 
for Fertilizer Corporation of India, 
Durgapur Unit, were commissioned 
during the year. TheThotable achieve¬ 
ment of the year was the efficiency test 
carried Out on the first 60 MW boiler 
supplied to Ennore Thermal Power 
Station last year. 1 am happy to report 
that, as against the guaranteed efficiency 
of 87.5 per cent, the efficiency attained 
was 92.3 per cent at the maximum 
continuous rating of 260 tonnes per 
hour. 

Although the output at Hyderabad 
Unit in over all monetary terms dec¬ 
lined from Rs. 14.59 crores in the previ¬ 
ous year to Rs. 12.71 crores during 


the year, the “value added"—which 
is the true measure reflecting the efforts 
and the achievements in absorbing so¬ 
phisticated know-how on the shop 
floor—increased from Rs. 7.48 crores in 
1969-70 to Rs. 8.70 crores in 1970-71. 
During the year, the Unit completed 
two 60 MW sets, one each for the Har* 
duaganj and Delhi Thermal Power 
Stations and one 110 MW set for Bha- 
tinda Thermal Power Station. The 
set supplied to Harduaganj Thermal 
Power Station has since been commis¬ 
sioned and is operating satisfactorily. 
The Unit also successfully tested 110 
MW set for Bhatinda Thermal Power 
Station. With this, yc/ur Company’s 
factories have successfully tested sets 
for all the three ratings, viz. 60 MW, 
100 MW and 110 MW at their own 
works. 

During the year, the Hyderabad Unit 
manufactured 194 nos. circuit breakers 
-—comprising 191 minimum oil circuit 
breakers and 3 air blast circuit brea¬ 
kers, valued at Rs. 2.38 crores—as 
against 139 numbers—comprising 106 
numbers of former and 33 numbers of 
latter, valued at Rs. 1.68 crores during 
the previous year. The highlight 
of switchgear operations, was the 
significant reduction in cost of materials 
as a result of which the percentage of 
direct material to the value of produc¬ 
tion came down to 37 per cent as com¬ 
pared to 70 per cent m 1969-70. 

At Hardwar Unit, the production in¬ 
creased from Rs. 9.44 crores in 1969-70 
to Rs. 10.79 crores in 1970-71. In the 
last two years, the Unit’s own contri-' 
bution in the total value of production 
has nearly doubled. The work on the 
100 MW set for BadarpUr Thermal 
Power Station progressed as program¬ 
med. The work on the second 100 MW 
set for Obra Thermal Power Station 
was also completed, except for some 
minor assemblies. 

By and large, the same deficiencies 
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and obstacles, which hampered the 
production in the previous ye^, conti¬ 
nued to prevail. Once again, the delays 
in the supply of alloy steel castings and 
forgings,both indigenous and impor¬ 
ted, proved a major bottleneck in 
adhereing to the production program¬ 
me. The difficulties being experienced 
by the Company in the procurement 
of steel and critical castings and forg¬ 
ings is a matter of urgent concern and 
unless uninterrupted supplies of these 
items were ensured, production would 
continue to be adversely affected. This 
question is being pursued at the highest 
level and apart from various other in¬ 
terim measures, your Company has, as 
a long term solution, suggested to Go¬ 
vernment the need for setting up the 
Central Foundry Forge Plant, to serve 
the special needs of Heavy Electrical 
Industry, at Hardwar. 

Financial and operating results 

Against a net loss of Rs. 1.50 crores 
in the previous year, your Company 
earned a net profit of Rs. 65 lakhs, 
after fully providing Rs, 6.17 crores 
for interest on loan capital, Rs. 4.74 
crores for depreciation, Rs. 1.35 crores 
for contingency reserve and Rs. 1.52 
crores expedityre on social over-heads 
in excess of receipts. The manufactur¬ 
ing profit and the cash gain of your 
Company, during the year, amounted 
to Rs. 11.88 crores and Rs. 7.14 crores 
respectively. It is a matter of satisfac¬ 
tion that, although the Hardwar Unit 
which accounts for nearly 60 per cent 
of the total capital investment of your 
company is expected to break-even 
only in 1975-76, your Company, as a 
whole, earned a profit during the year. 
This was possible because this multi¬ 
unit Company was conceived as a 
single financially integrated corporation 
manufacturing products for the needs 
of power generation, comprising of 
Units having varying periods of gesta¬ 
tion, so that it could steer clear of a 
heavy burden due to continuing losses 
at one or two of its Units over a long 
period. 

You will recall that we were pursuing 
with the Government the need for re¬ 
viewing the capital structure of your 
Company so as to bring it at least in 
conformity with the guidelines laid 
down by the Government for financing 
the capital investments in Public Sec¬ 
tor Undertakings, which envisage that 
normally each project will be financed 
on the basis of one half of its capital 
being in equity and rest in the shape of 
loans. 1 am glad to report that, as a 
result of the efforts made in this regard, 
the authorised share capital of your 
Company has been increased from Rs. 
65 crores to Rs. 80 crores. The addi¬ 
tional equity capital is expected to be 
subscribed shortly by converting the 
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loans of equivalent amount into equity. 
The reduction in financial burden dur¬ 
ing the development phase resulting 
from this improved debt equity ratio, 
which is likely to be of the order of Rs. 
1 05 crores per annum* will, however, 
accrue only from the current year. 

Order Position 

The total value of orders received 
by your Company, during the year, 
amounted to over Rs. 180 crores. The 
new orders received include two 60 
MW sets, one each for Harduaganj 
Thermal Power Station, U.P* and Fari- 
dabad Thermal Power Station, Har¬ 
yana, seven 110 MW sets, two each for 
Gurunanak Thermal Power Station, 
Punjab and Panki Thermal Power 
Station, U.P., one each for Ennore 
Thermal Power Station, Tamilnadu, 
Barauni Thermal Power Station, Bihar 
and Harduaganj Thermal Power Sta¬ 
tion, two 30 MW hydro-sets for Umiam 
Hydro Electric Scheme, Assam and 
three 32 MW hydro-sets for Lower 
Jhelum Scheme in Jammu & Kashmir. 
Your Company has also received let¬ 
ters of intent for eight 200 MW turbo¬ 
sets and the associated boilers. The 
new collaboration Agreement with 
Messrs Combustion Engineering, U.S.A 
will provide the basis for the manu¬ 
facture of 200 MW boilers. 

The order book position of your 
Company is much better now than what 
it was one year ago. The improved 
position is the result of efforts made by 
your Company and the assistance given 
by the Ministries of Industrial Develop¬ 
ment, Irrigation and Power, Planning 
Commission and the State Electricity 
Boards. Your factories are gearing 
themselves up with enthusiasm to 
meet the diverse orders on time. 

A satisfactory order book position, 
particularly in the initial years, when 
the skills arc being developed and 
technology assimilated, is a prerequisite 
for a steady growth of heavy electrical 
industry. In the present context of 
difficult material position, this aspect 
has acquired added importance. It is, 
therefore, felt that there should not 
only be a perspective power develop¬ 
ment plan but also it should be trans¬ 
lated simultaneously into definite or¬ 
ders for the manufacture of power 
equipment covering at least a period 
of 7 to 8 years. Otherwise, the “Power 
plan ” will remain, as far as the manu¬ 
facturing units are concerned, merely 
a paper plan. The recent power short- 
tage in many parts of the country has 
highlighted the need for diking ad¬ 
vance action for locating new schemes 
and it is gratifying that the Ministry 
of Irrigation and Power have prepared 
a power development programme for 
the “decade”. In order to avoid periodic 
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strains, arising out of erratic order 
position and consequential gaps in 
the utilisation of capacity developed 
at your plants, your Company has made 
a proposal to the Government* as a 
measure of advance action* to agree 
toplacing ah “imprest order” for the 
manufacture of a few turbosets in anti¬ 
cipation of their final allocation to defi¬ 
nite projects. This proposal has been 
well received by the Government and 
is expected that a suitable method of 
financing the “imprest order” will be 
evolved. 

Diversification 

During the year, the Company con¬ 
cluded collaboration agreements with 
Combustion Engineering Inc., the lead¬ 
ing boiler manufacturers of the U.S.A., 
for securing know-how for larger capa¬ 
city boilers of 200 MW and higher rat¬ 
ings and a wider range of medium 
sized boilers for various industrial 
applications and special boiler house 
equipment, like Raymond Pulverisers. 
This collaboration will place the Tiru- 
ehirapalli Unit in a dominant position 
as a first rate boiler manufacturer to 
compete in the international market. 
The Unit is examining the question of 
setting up additional facilities for ab¬ 
sorbing the Combustion Engineering 
technology and action on this will be 
taken up during 1971-72. 

The Collaboration Agreement with 
Messrs Nuovo Pignone of Italy for 
know-how relating to Centrifugal 
Compressors extensively used in ferti¬ 
lizer and chemical industries, was also 
concluded during the year. These com¬ 
pressors will be manufactured at the 
Hyderabad Unit, which is taking the 
preparatory steps for procuring special 
equipment and setting up the requisite 
testing facilities. It is a welcome be¬ 
ginning that the Unit has already re¬ 
ceived Tetters of intent for 4 compressors 
for the fertilizer projects, being set up 
at Ramagundam and Talchcr by the 
Fertilizer Corporation of India. A 
large number of enquiries for such 
compressors are under processing and 
it is expected that the order book for 
this new line of equipment will be quite 
satisfactory. 

These diversification programmes 
will improve the economic viability of 
your Company. 

Export 

Considerable progress was made in 
the shipment of equipment for the first 
two boilers to Tuanku Ja’afar Power 
Station, Port Dickson, Malaysia. I 
am glad to inform* that during the 
year, Company has secured an order 
for 3 boilers of 120 MW each for the 
extension of the same power house In 



October L 1971 

Malaysia. The total Value of the order 
is Rs. 9.3 crores approximately. The 
Hyderabad Unit received an order for 
one number 66 KV Breaker from Mal¬ 
awi^ Quoted as part of a composite 
offer by the Indian Consortium for 
Power Projects Private Limited. 

Research and Development 

With the increasing momentum of 
production at all your plants, the 
management is giving due attention 
to Research and Development effort. 
In an industry of this magnitude and 
nature, this is an extremely important 
aspect if we are not to be left severely 
behind in the technological race. Your 
plants are making independent efforts 
and are also closely associated with 
the national organizations engaged in 
research and development, as for exam¬ 
ple, in the setting up of facilities for 
creep-tests in the National Metallurgi- 




Shri C.D. Khanna 

Friends* 

1 have great pleasure in presenting to 
you the Annual Accounts of the Corpo¬ 
ration and the Report of the Board of 
Directors for the year ended the 30th 
June, 1971. The printed copies of the 
Accounts and the Report have been 
circulated to all the shareholders and 
I trust, I can take them as read. 

Economic Situation 

2, The overall economic situation in 
1970-71, the second year of the Fourth 
Five Year Plan, continued to be satis¬ 
factory. The rate of growth in national 
income at constant prices, estimated at 
54 %, was equivalent to the growth rate 
achieved in 1969*70. The output of 
foodgrains in 1970-71, estimated at 
107*5 million tonnes, was higher than 
the level Of production in 1969-70 by 
8*3 million tonnes* However, the pro¬ 
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duction of commercial crops presented 
a mixed picture. Though the output 
of some commercial crops was higher 
than in the previous year, it was not 
sufficient for meeting the entire require¬ 
ments of the industrial sector. Shortages 
were pronounced in respect of cotton 
and oil-seeds. 

Industrial activity in the country has 
picked up noticeably after the recent 
recession. During 1970-71, marked 
improvement in the utilisation of exist¬ 
ing capacity was witnessed in a number 
of industries, like electrical equip¬ 
ment, ball and roller bearings, electric 
cables, machine tools, aluminium, caus¬ 
tic soda, soda ash, synthetic fibres, 
paper, automobile tyres and tubes, 
etc. The cotton textile industry, how¬ 
ever, continued to face difficulties, be¬ 
cause of shortage and a steep rise in 
prices of cotton. 

The revamping of lending policies of 
nationalised banks and financial insti¬ 
tutions aimed at meeting the legitimate 
credit requirements of all the sectors of 
the economy, encouraging new entre¬ 
preneurship and bringing about balan¬ 
ced regional development are all signi¬ 
ficant factors, which are bound to have 
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hope that greater efforts would be forth¬ 
coming in the years to come in ample 
measure, so that the losses inevitable 
during the gestation period of the Com¬ 
pany will be wiped oif within the shor¬ 
test possible time and surpluses made 
available for nation building activity 
in furthering the common good. 

Finally, l will like to take this oppor¬ 
tunity of thanking my colleagues on 
the Board of Directors* for the conside¬ 
ration they' have shown and for their 
unfailing help in the discharge of my 
functions as Chairman of this major 
Public Sector Undertaking. 

OS. MURTHY 

Chairman 

(This docs not purport to be a report 
of the proceedings of the Annual Gene¬ 
ra! Meeting). 


a healthy impact on economic growth 
in future years. 


Working Results for the Year 

3. The working of the Corporation 
during the year has resulted in a gross 
profit before tax of Rs. 4.47 crores 
as against Rs 4.33 crores in 1969*70. 
After providing Rs. 2.37 crores for 
taxation, the net profit was higher at 
Rs. 2.10 crores as compared to Rs. 

1.96 crores in the previous year. 

With the transfer of Rs. 74.54 lakhs 
to the General Reserve Fund out of the 
profits for the year, the Fund became 
equal to the paid up share capital of the 
Corporation as on the 30th June, 1971. 
As permissible under Section 32 of the 
I.F.C. Act, the Corporation has declar¬ 
ed a higher dividend of 5% on its 
paid up capital for the year ended the 
30th June, 1971. I feel very happy to 
mention here that it is for the first time 
since the Corporation was set up ip 
1948 that it has been possible to declare 
dividend at the maximum rate provided 
under the I.F.C. Act. I take this oppor¬ 
tunity to thank the shareholders for the 
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patience shown by them all these 
years. ^ 

Provision for Income-tax and Reserves 

4. Out of the profits for the year* 
provision has been made for income- 
tax to the extent of Rs. 2.37 crores. 
The total amount of income-tax already 
paid by the Corporation and that kept 
apart as provision for the years 1969-70 
and 1970-71 for which assessments have 
yet to be completed* aggregates Rs. 
18.17 crores. It is a matter of no small 
satisfaction that as a public sector orga¬ 
nisation* the Corporation is contri¬ 
buting its mite to the national exche¬ 
quer. 

During the year* additions made to 
reserves out of the profits were to the 
extent of Rs. 1.69 crores. The total 
reserves of the Corporation* including 
the General Reserve of Rs. 8.35 crores, 
now amount to Rs. 14.24 crores* which 
figure exceeds the paid-up capital by 
Rs. 5.90 crores. 

Operations daring the Year 

5. During the year 1970-71, the 
Corporation sanctioned total financial 
assistance of Rs. 35.32 crores to 61 
industrial units compared to assistance 
of Rs, 19.38 crores for 49 industrial 
units approved during the previous 
year. Assistance disbursed aggregated 
Rs. 17.35 crores, of which cash disbur¬ 
sements* i.e. excluding guarantees is¬ 
sued* totalled Rs. 17.15 crores. Dis¬ 
bursements in foreign currency loans 
rose from Rs. 1.69 crores in 1969-70 
to Rs. 3.10 crores in 1970-71. 

The projects assisted covered a wide 
range of industries* including priority 
industries, like alloy steels, tractors, 
cement and aluminium. Other indus¬ 
tries for which assistance was approved 
were sugar, synthetic fibres, iron and 
steel, electrical and other machinery, 
cotton textiles, metal products, chemi¬ 
cals and chemical products, coal* etc. 

Eleven approved projects in 7 States, 
accounting for about 24% of the total 
sanctions for the year, would be located 
in districts notified by the Central 
Government as industrially less-deve¬ 
loped. The financial assistance extended 
to the co-operative sector during the 
year aggregated Rs. 9.15 crores, i.e. 
about 26; of the total sanctions, in 
respect of 8 sugar co-operatives and 2 
textile co-operatives. Two public sec¬ 
tor undertakings were sanctioned loans 
for projects for the manufacture of 
tele-communication cables and electri¬ 
cal equipment 

Cumulative Sanctions and Disbursements 

6. The net cumulative assistance 
sanctioned by the Corporation since 


its inception in July; 1948* amounted 
to Rs. 365.67 crores. This comprised 
rupee loans of Rs. 238,67 crores* foreign 
currency loans of Rs. 43.58 crores, 
underwritings and direct subscriptions 
to shires and debentures of Rs. 31.49 
crores and guarantees to the extent 
of Rs. 51.93 crores. Assistance actually 
disbursed upto the end of the year 
under review aggregated Rs. 318.76 
crores, constituting about 87% of the 
total sanctions; this could be consider¬ 
ed as quite satisfactory. 

Of the total assistance sanctioned to 
527 industrial projects, new projects 
numbering 351 claimed assistance of 
the order of Rs. 233.28 crores and the 
balance of the assistance of Rs. 132.39 
crores was sanctioned for expansion, 
modernisation or diversification. In 
this connection, it has to be emphasised 
that in the case of a development bank 
like the Industrial Finance Corporation 
of India* the key-note of its financial 
assistance has to be seen in its far- 
reaching investment effect. It is a grati¬ 
fying thought that the Corporation’s 
assistance has helped mobilise financial 
resources of the order of about Rs. 
1,612 crores for the completion of the 
projects for which financial assistance 
was sanctined. 


Foreign Currency Loans 

7. In October, 1970, the Corporation 
was allocated a further loan of DM 
10 million, being the ninth line of credit, 
under an Inter-Governmental Agree¬ 
ment between the Governments of the 
Federal Republic of Germany and India* 
signed on the 19th November, 1970. 
With the allocation of this credit, the 
nine lines of West German credit to 
the Corporation aggregate DM 112.5 
million. A notable feature of the DM 
lines of credit is that they can be utilised 
for the import of capital goods T engine¬ 
ering know-how and services* etc., 
not only from West Germany but also 
from other countries* except certain 
countries specifically excluded. 


Under the U.K./India Capital Invest¬ 
ment Loan, 1969, the Government of 
India allocated to the Corporation in 
September, 1970, £ l million to enable 
it to finance the import of capital goods 
from the U.K. A further allocation of 
U.K. Credit to the extent of £ 1 million 
has been made under the U.K./India 
Capital Investment Loan, 1971. Though 
the U.K. lines of credit happen to be 
tied credits, these are welcome addit¬ 
ions to the foreign exchange resources 
of the Corporation* which are of a 
limited nature in the absence of any 
line of credit from the World Bank or 
further loans from U.S. AID or any 
other foreign lending agency except 


Kreditanstalt of West Germany; 

As on the 30th June* 1971* the Corpo¬ 
ration had sanctioned effective sub- 
loans aggregating DM 105.04 million; 
U.S. $ 26.8§milfion, FF 12.97 million 
and £ sterling 0/12 million. White the 
two lines of credit from the U.S. AID 
have already been fully utilised* the 
credits from the Kreditanstalt and 
BFCE (Paris) also stand almost fully 
committed. The Corporation is hoping 
that a further line of DM credit from 
Kreditanstalt would be made available 
to it out of the Consortium Aid to 
Government for 1971-72. 

Assistance to industrially less-developed 
areas 

8. As is well-known, the Corporat¬ 
ion has approved sizeable assistance 
for projects located in industrially less- 
developed parts of the country. Upto 
June 30, 1971* of the total assistance 
of Rs. 365.67 crores sanctioned for 527 
industrial projects* roughtly about 33%, 
i.e. Rs. 121.80 crores, spread over 149 
industrial units, was accounted for by 
Andhra Pradesh, Assam, Bihar, Madhya 
Pradesh, Meghalaya, Orissa, Rajasthan, 
Uttar Pradesh, Andaman and Nicobar 
Islands and Goa* which have been 
classified as less-developed States/areas. 

The current thinking is that for bring¬ 
ing about a balanced regional develop¬ 
ment, special attention has to be direct¬ 
ed to selected districts/areas. The 
Central Government have accordingly 
notified so far 204 districts in 19 States 
and 8 Union Territories, as eligible for 
concessional finance announced recently 
by the all-India financial institutions, 
viz. IFC, IDBI, and ICICI. Even before 
these districts and territories were noti¬ 
fied as industrially backward* the Cor¬ 
poration in the course of its lending 
operations over the years, was giving 
special attention to applications for as¬ 
sistance to projects established in back¬ 
ward areas. It gives me particular 
satisfaction to mention that already in 
61 districts and 3 Union Territories out 
of the notified districts and territories, 
109 projects assisted by the IFC with fi¬ 
nancial assistance aggregating Rs. 76.49 
crores constituting 21% of the total 
sanctions, have been or are proposed 
to be set up. 

Financing of Industrial Co-operatives 

9. Financing of industrial co-operat- 
ives has for several years now, been an 
important feature of the Corporation’s 
operations. Upto the 30th June, 1971* 
financial assistance to the extent ofRs, 
77.31 crores had been sanctioned to 
9g co-operatives and this constituted 
about 32% of the total rupee loan assis¬ 
tance of Rs, 238.67 crores. lt H hearten- 
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ing to observe that in the implementat¬ 
ion of projects in the co-operative sec¬ 
tor assisted by the Corporation, finan¬ 
cial resources of the order of about 
Rs. 161 crores have been mobilised, the 
Corporation's contribution being about 
48%. In regard to sugar co-operatives, 

r ucer members contributed about 
34.41 crores as share-capital. In 
addition, a sum of about Rs. 20 crores 
has been collected by co-operative sugar 
factories which have gone into produc¬ 
tion by way of non-refundablc deposits, 
as a result of deductions from the price 
of sugarcane payable to the growers. 
These figures are indicative of the extent 
to which financial assistance from the 
Corporation to sugar co-operatives has 
been instrumental in mobilising rural 
savings. In addition, sugar being a 
labour-intensive industry, sugar co¬ 
operatives have been responsible for 
creation of substantial rural employ¬ 
ment. 

Assistance to Public Sector Projects 

10. In pursuance of the Central 
Government’s policy announced last 
year that public financial institutions 
should also extend assistance to under¬ 
takings in the public sector, the Cor¬ 
poration has already sanctioned during 
the year assistance to the tune of Rs. 

1.80 crores to two public sector under¬ 
takings. The total financial assistance, 
so far, extended by the Corporation to 
five public sector concerns now amounts 
to Rs. 6 .42 crores. Most of the under¬ 
takings in the public sector are orga¬ 
nised as private limited companies and 
arc, therefore, not eligible for financial 
assistance from the Corporation under 
the l.F.C. Act, as it stands at present. 
The Corporation has already moved the 
Central Government for amendment 
of the l.F.C. Act so that public sector 
undertakings organised as private 
limited companies under the Companies 
Act may become eligible for financial 
assistance from the Corporation. One 
aspect of financing of public sector 
projects is that they would be consi¬ 
dered for financial assistance on the 
same basis as industrial concerns in the 
private sector. 

Conversion of Loans Into Equity 

II. In my statement last year, 1 had 
attempted to explain the rationale be¬ 
hind the right of development banks to 
convert, at their option, a part of the 
loans given by them into equity capital 
of the assisted concerns. The Central 
Government have recently issued detail¬ 
ed guidelines to the all-India financial 
institutions, viz. IDBI, ICICI, LIC, 
ITT! and IFC in regard to the policies 
to be followed for conversion of loans 
into equity. Reference has already 
been made to these guidelines in the 


Annual Report of the Corporation. I 
would, however, like to take this oppor¬ 
tunity of making a few observations 
on the subject to clarify the position, 
Conversion rights will not apply to 
past loans except where it becomes 
necessary to convert a part of them into 
share capital as a measure of relief to 
the assisted concern. Such a right will 
also not be exercised in case of sub¬ 
loans in foreign currencies granted 
against lines of credit with the Corpo 
ration from foreign institutions for sub¬ 
lending. The right of conversion will, 
however, apply to rupee assistance from 
the institutions to industrial concerns 
to enable the latter to purchase foreign 
exchange from foreign lines of credit 
operated by the Government of Tndia 
or from any other source abroad. Fur¬ 
thermore, the terms of conversion of 
loans/debentures into equity capital 
such as, the quantum of loan to be 
converted, the issue price of the share, 
the stage/stages at which the conver¬ 
sion option might be exercised, the 
period during which the option would 
remain open, the period of notice, if 
any, to be given, etc. will be negotiated 
in each case and incorporated in tne 
relative loan agreement, in the case of 
existing companies with reserves creat¬ 
ed out of past profits, in fixing the issue 
price of the share, consideration will 
be given to factors, such as the market 
value of the share, the break-up value 
of the share, dividend record, current 
and projected profitability, etc. 

I am happy to mention that, despite 
hesitation in certain quarters, the phi¬ 
losophy governing conversion rights has 
already gained acceptance. During 
the year under review, the Corporation 
stipulated the condition relating to 
conversion of rupee loans into equity in 
respect of 21 concerns after negotiat¬ 
ions with the promoters. 

Bond Issue 

12. As already announced in the 
press, the Corporation will be in the 
market with a cash-cum-conversion 
bond issue for Rs 8 crores from the 5th 
to the 8th October, 1971. I may men¬ 
tion, in this connection, that for finan¬ 
cing its operations, the Corporation 
has not for the second year in succes¬ 
sion borrowed any funds from the 
Government. I trust, that as on pre¬ 
vious occasions* the shareholders of the 
Corporation as also other investors will 
give generous support to the bond issue 
and help make it a success. 

Change in the Rate of Interest 

13. During the year, there was a 
revision of the lending rates of the 
Corporation as also of the other all- 
India financial institutions. The effective 


rate of interest on rupee loans was 
raised from 8% to 81 %p.a., with effect 
from the 5th December, 1970. The 
revised rate of interest, however, is not 
applicable to rupee loans on concessional 
terms to small and medium-sized pro¬ 
jects as also co-operatives to be located 
in districts/territories notified by the 
Central Government as industrially less- 
developed. The effective rate of inte¬ 
rest on sub-loans in foreign currencies 
was also raised from 8J % to 9% p.a., 
with effect from the 27tn February, 
1971. 

Constitution of Regional Advisory Com¬ 
mittees 

14. With a view to rendering more 
effective service to its clients, as also 
to have first-hand knowledge of the 
industrial environment and for popu¬ 
larising the activities of the Corporation, 
steps have been taken recently to cons¬ 
titute Local Advisory Committees at the 
placevS where the Corporation has al¬ 
ready established its offices. Their 
membership comprises, besides one or 
two directors of the Corporation, rep¬ 
resentatives of the financial institutions 
at the State level, important Chambers 
of Commerce and Industry, nationalis¬ 
ed banks functioning in the area of 
jurisdiction of the Local Advisory 
Committee, the concerned State 
Governments, and a few prominent 
industrialists. 

Additional Offices of the Corporation 

15. In view of the increase in the 
number of projects financed by the 
Corporation and for exercising more 
effective supervision and follow-up of 
its existing and future investments as 
also for rendering technical assistance, 
particularly to new entrepreneurs, the 
Corporation is taking steps for opening 
additional offices. A sub-office at 
Gauhati started functioning with effect 
from the 17th May, 1971. A branch at 
Ahmcdabad was opened on the 18th 
Augusu 1971. Arrangements are 
under way for opening offices at other * 
centres. 

Some Reflections 

16. The Corporation, as the first 
development bank in the country, has 
completed 23 years of its service to 
industry. During this period, which 
has .been marked by rapid economic 
change and industrial progress, the 
Corporation has endeavoured to play 
its role in the field of industrial finance, 
in close collaboration with other finan¬ 
cial institutions like the Industrial Deve¬ 
lopment Bank of India, the Industrial 
Credit and Investment Corporation of 
India Ltd., the Life Insurance Corpo- 
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ration of India, the Unit Tjrust of 
India, State Financial Corporations, 
State Industrial Development Corpo¬ 
rations and commercial banks. Very 
often, it is asked whether it is 
necessary to have so many credit orga¬ 
nisations in the field. This question, I 
submit, is not based on proper under¬ 
standing of the situation. Each of the 
institutions mentioned has a definite 
role to play both at the national and 
state level. With the capital market in 
India not so highly developed as in 
some of the countries in the West and 
the savings habit through banking yet 
to grow to the extent required, the 
requirements of medium and long-term 
finance in the country are not only vast 
but continue to expand. In the financing 
of particularly large projects of high 
national priority requiring huge capital 
outlays, there has emerged the consor¬ 
tium approach between financial insti¬ 
tutions at the all-India level, each con¬ 
tributing its share either by way of loans 
both in rupees and foreign currency 
or share capital. Thus the members 
of the consortium not only take cafe 
of the large financial requirements of a 
project but work in close co-operation 
with each other by mutual exchange of 
views and co-ordination of policies and 
procedures. Though joint financing of 
this kind is, on occasions, a time-consu¬ 
ming process, I am glad to say that it 
has come to be appreciated by entre¬ 
preneurs that it is, perhaps, neither 
desirable nor practicable for a single 
institution to meet the substantial 
requirements of a large project. 

Each organisation has its special field 
of activity. There is no competition bet¬ 
ween the various agencies, but healthy 
rapport which should be welcome. 
Again, with the nationalisation of major 
Indian scheduled banks and with the 
intensification of activities of financial 
and developmental institutions at the 
State level, the area of co-operation, 
between the financial institutions is 
expanding, which augurs well for the 
economic development of the country. 

Another matter of general interest to 
which l would like to refer, is the impe¬ 
rative need for not only setting up faci¬ 
lities for the training of personnel to 
man the institutions providing medium 
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and long-term credits but also of having 
agencies for the development and train¬ 
ing of entrepreneureal and managerial 
talent. With the gradual disappearance 
oi faptily system of management of 
business, it is necessary to create in 
this country a class of professional 
managers with the requisite technical 
and financial expertise amongst the 
entrepreneureal strata. It is our experi¬ 
ence that while a new class of entrepre¬ 
neurs at the lower and middle levels 
of Society is beginning to emerge, it 
lacks the required training and experi¬ 
ence to manage industrial undertakings. 
Unless such' persons are trained in 
modern management techniques, the 
projects under their care are apt to 
come to grief with undesirable conse¬ 
quences for financial institutions and 
the public at large. I have been giving 
some thought to this problem and 1 
hope that the Industrial Finance Cor¬ 
poration would be able before long to 
make amove in this direction and make 
its contribution towards the solution 
of this problem. 

Changes in the Board of Directors 

17. At the Annual General Meeting 
held on the 30th September, 1970, Shri 
N.V. Nayudu was elected in a casual 
vacancy in place of Shri S.D. Sriniva- 
san. 

The Central Government nominated 
Shri B.D. Pande, Secretary to the Go¬ 
vernment of India, Department of 
Industrial Development, Ministry of 
Industrial Development, Internal Trade 
and Company Affairs, as a, director 
in place of Shri T. Swaminathan. 
Consequent upon his transfer from the 
Ministry of Industrial Development, 
Shri Pande tendered his resignation 
from the Board. In his place, the Cent¬ 
ral Government have nominated Shri 
B.B. Lai, Secretary to the Government 
of India, Ministry of Industrial De¬ 
velopment. The Industrial Develop¬ 
ment Bank of India nominated Dr. 
Samuel Paul and Dr. V.V, Bhatt as 
directors respectively in place of Dr. 
R.N. Bhargava and Shri S4>rN. Simha. 

On behalf of the Board, I take this 
opportunity of thanking Dr. R.N. 
Bhargava, Shri S.L.N. Simha* Shri 
T. Swaminathan, and Shri B.D. Pande 
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for the keen interest they took in tt*e 
affairs of the Corporation. T would also 
like to thank Shri P.S. Rajagopaj 
Naidu, Shri N. Ramanand Rao and 
Shri N.V, Nayudu, who would be re¬ 
tiring from the Board from today, for 
the valuable services rendered by them 
to the Corporation. I would further 
like to place on record my thanks to 
all the present directors on the Board 
for their valuable co-operation and wise 
counsel. 

Acknowledgements 

18. I would be failing in my duty if 
I did not acknowledge with thanks the 
assistance extended to us by Kredi* 
tanstalt Fur Wiederaufbau of the 
Federal Republic of Germany, Overseas 
Development Administration of the 
U.K. Government, the United States of 
America Agency for International De¬ 
velopment and Banque Franca i sc du 
Commerce Exterieur of France. Our 
relations with these foreign friends of 
ours have been very cordial and we look 
forward to having still closer ties with 
them. 

I would also like to express, on be¬ 
half of the Board, our gratitude to the 
members of the Adivsory Committees 
for their expert knowledge and ex¬ 
perience placed at the disposal of the 
Corporation and to the non-official 
nominees on the Boards of Directors 
of assisted concerns, for looking after 
the interests of the Corporation. 

I would also like to express, on be¬ 
half of the Board, our appreciation of 
the dedication with which the General 
Manager, other officers and staff of the 
Corportion have worked. The relations 
between the management and the mem¬ 
bers of the staff have remained cordial 
and I would like to thank the sta-f for 
their co-operation, I am particularly 
happy to mention here that the Direc¬ 
tors have agreed to transfer Rs. 1.00 
lakh from the profits for the year to a 
Staff Welfare Fuad which has been 
created for the first time. 

Friends, I thank you for having 
spared time for attending the Annual 
General Meeting and hope that the 
Corporation shall continue to have 
ypur co-operation am} goodwill in foil 
measure in the years ahead. 
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Speech delivered by Shri S. Ramachandran, Chairman, 
M.M.T.C., at the 8th Annual General Meeting of The Minerals 
& Metals Trading Corporation of India, Ltd., New Delhi on 
25th September, 1971. 


On behalf of my colleagues on the 
Board and co-workers in the Corpora¬ 
tion, 1 welcome you, this afternoon, 
on the occasion of the Eighth Annual 
Genera! Meeting of the Corporation, 

2. The Directors’ Report and the 
Audited Accounts of the Corporation, 
for the year ended the 31st March, 
1971, have already been presented to 
you. 

As you would have observed, it has 
been a year of phenomenal growth for 
the Corporation. The progress we have 
made is all along the line — in all areas 
of our trade and our operations. 

3. During the year, the trade turn¬ 
over of the Corporation exceeded Rs. 
250 crores. It has been a great stride 
forward, from the last year’s figure of 
Rs. 137 crores. Such a big leap in 
the trading operations was bound to 
bring with it stresses and strains. But, 
these were borne well by the Corpora¬ 
tion and we steered past them, with skill 
and competence. The success is reflec¬ 
ted in the trading results of the year; in 
exports and imports, as well as, in the 
profits and operational efficiency. 

4. In Exports, the Corporation has 
kept up the acceleration in growth. 
The rate of growth of exports by the 
Corporation which was 11 per cent in 
1968-69 was stepped up to 14 per cent 
in 1969-70. In 1970-71, the growth of 
our exports was at 16 per cent, exceed¬ 
ing Rs. 105 crores in value. This has 
been a bright year for the country’s 
overall exports also, with a rate of 
growth by over 8 per cent. The MMTC 
partakes of this successful effort for a 
happy turn in exports, and has made a 
handsome contribution towards it. 

5. Almost all the principal commodi- 
dities that we handled for export have 
shown this upward trend. Export 
of Iron Ore went up by over 15 per 
cent, of Manganese Ore by over 20 per 
cent and of coal/coke by more than 50 
per cent, In ferro-manganesc we were 
about the same level as last year. We 


also made a beginning in the export of 
Minor Ores, by sales abroad of some 
quantities of Kyanile and Vermicu- 
lite etc. 

6. In Iron Ore, which continues to 
be the main item of the Ores exported 
by the Corporation, we were poised for 
even larger exports. But, production, 
rail transport and loading at the Ports 
did not catch up as fast as we had ex¬ 
pected with the push ahead in our sale 
effort. 

7. In imports, the increase in our 
operations has been of a dimensional 
significance. In 1970-71, our imports 
alone exceeded the total trade turn¬ 
over of the Corporation undertaken last 
year. At Rs. 145 crores, these were 
more than thrice the volume of im¬ 
ports in 1969-70. We added to our 
trade a hundred crores of imports in 
the 12 months’ period. We dealt in a 
considerably larger number of items 
and for a much wider clientele. 

8. We had to gear ourselves for pur¬ 
chases abroad at the most competitive 
rates, from markets the world over; 
and for the sale of a miscellany of 
materials to the industrial units in the 
country. We did so, with speed and 
skill. And this was accomplished with 
the managerial resources already avail¬ 
able with the Corporation. 

9. It is a very distinguished clien¬ 
tele that we serve, with imported raw 
materials, in various sectors of the in¬ 
dustry, located all over the country, 
varying in size from a one-man work¬ 
shop to major manufacturing units. 
Our sales have been from shiploads 
on the high seas to packages in retail. 
We have sought to give satisfaction to 
them all, by trying our best to get 
across to them supplies of what they 
need, and to the best of our ability 
when they need the same. 

10. In operational efficiency, we have 
improved in many areas, and brought 
ourselves nearer further improvements 
where they are needed. The expendi¬ 


ture on overheads has been brought 
down. The turnover rale of our work' 
ing capital has been stepped up. We 
have been successful in reducing subs¬ 
tantia I Jy the cost of our business opera* 
tions all round. 

11. The Accounts for the year 1970- 
71 close on a net profit, after taxation, 
of Rs, 1.94 crores. This level of pro¬ 
fitability had not been achieved by the 
Corporation for a number of years. 
The dividend for the year has been de¬ 
clared at 10 per cent. 

So, we consider it a very important 
year for the Corporation, almost a 
turning point in its history. 

12. On*this day of the 8th Annual 
General Meeting, it is heartening to 
look hack and encouraging to see ahead. 

Eight years is bur a small period In 
history of institutions. And, it is given 
to very few of them to develop and 
grow, as fast, and in as many directions, 
with soundness and stability, as the 
Corporation has done. During this 
brief span, starting from a trickle of 
exports, and still less of imports, it 
has established itself in the world mar¬ 
ket both as an Exporter and as a Buyer. 

13. It has made headway in the mine¬ 
ral ore exports, in a competitive inter¬ 
national market. Simultaneously, it 
has sought to widen the base of the in¬ 
frastructure, in the country, for a sus¬ 
tained growth of these exports. 

Recently, the Corporation has also 
emerged as an Import house, entrusted 
with the import, and distribution, of 
essential raw materials in Steel, Non- 
ferrous metals, and Fertilizer chemicals, 
for important industries. 

14. This performance, impressive as 
it is by any standards, is a tribute to 
the dedicated team work of the officers 
and stall of all ranks of the Corpora¬ 
tion. The Corporation owes a great 
deal, in particular, to Shri R.R. Bahl 
under whose able guidance and leader¬ 
ship, as Chairman of the Corporation 
for the last three years, the Corpora¬ 
tion has acquired the stature of the pre¬ 
mier Trading house in the international 
trade of the country. 

1*5. Any institution should be proud 
of this progress and growth. And, yet, 
if we look into the future, we seem to be 
just on the threshold of new vistas. 
There are bright opportunities ahead 
of us for making a still greater contri* 
button to the exports, and numerous 
possibilities of rendering service to 
consumers in the country in meeting 
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their requirements of imported raw- 
materials, * , 

16. The problems that we face are 
many. Important sectors of the min¬ 
ing, rail transport and port capacity 
infrastructure, which hold the key to 
a sustained progress of mineral ore 
exports, have not yet been completed. 
In fact, they arc lagging a good way 
behind the possibilities of marketing 
abroad. We have also to move on to 
the export of increasingly value 
added items, semi-finished and pro¬ 
cessed ores. 

]7. New strategics have to be evolved 
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for import of essential raw-materials, 
both on a long-term basis and for spot 
purchases. There is room for improve¬ 
ments in our service to the customers 
at home. Buffer stocks have to be built 
up. <More distribution centres opened. 
Procedures have to be streamlined fur¬ 
ther. Our objective is to enable the 
industrial units to buy what they need 
of us, almost off the shelf. 

18. We face these tasks, with con¬ 
fidence; and we are deeply conscious 
that our right to serve increasingly the 
consumers at home will derive support 


October i, 1971 

and strength from our capacity to serve. 

19. It has been Very fortunate for us 
that the Ministry of Foreign Trade 
have taken a very keen interest in the 
functining of our Corporation. We 
have gained great strength from their 
helpful advice and support i$ our poli¬ 
cies and programmes. We assure them 
that we would, all of us in the Corpora¬ 
tion, continue to give the best of our¬ 
selves in fulfilment of the objective of 
Ihe Corporation. 

N.B. —This does not purport to be a 
record of the proceedings of the Annual 
General Meeting. 


THE INDIAN IRON & STEEL COMPANY LIMITED 

At the 54ih Annual General Meeting of the Company held on the 22nd September, 
1971, Sir Biren Mookerjee, Chairman made the following Statement. 


Before 1 proceed with the formal 
business set out in the Agenda for to¬ 
day’s meeting I would like to say that 
as usual 1 have received many letters 
from shareholders and as usual some 
have suggested that the dividend be 
raised while others have suggested a 
reduction in the rate of dividend. I 
need not remind you that although you 
may, if you so desire, reduce the rate 
of dividend recommended by the Direc¬ 
tors, you are not empowered to in¬ 
crease the dividend. 

In recommending a dividend your 
Directors give very careful considera¬ 
tion to various factors. Essentially 
there are two criteria for determining 
the rate of dividend in any responsible 
institution. These are firstly profitabi¬ 
lity and secondly availability of re¬ 
sources. You must be aware that much 
of your basic plant is old and although 
it is maintained as well as resources 
and the availability of foreign exchange 
permit, an old plant requires rehabilita¬ 
tion just as an old body requires medi¬ 
cation. The rehabilitation of the major 
units of the plant requires a great deal 
of money and the only means of provid¬ 
ing this money is through the deprecia¬ 
tion charged in your accounts and what¬ 
ever is transferred to reserve less the 
dividends declared. 

The Directors are faced with another 
problem: while shareholders naturally 
expect higher returns, the banks who 
are the Company's creditors and who 
provide it with the necessary working 
capital, look with disfavour op divi¬ 
dends being paid out of overdrafts. 
Therefore, your Directors have to tread 
a middle path in the matter of declaring 
dividends, The question of maintaining 
dividends is also of importance. Go¬ 
vernment’s price control policy in re¬ 
gard to steel while the cost of raw 


materials, freight, consumable stores 
and labour continues to rise, means 
only that, other things being equal, the 
available profits will continue to shrink. 
Maintaining dividends even at the rate 
of 6% may well prove to be impossible 
of achievement unless there is a relaxa¬ 
tion in the pricing policy. I, therefore, 
feel that the dividend of 6% is fair in 
the circumstances and in fact is perhaps 
too fair. How important proper main¬ 
tenance of the plant is will be evident to 
shareholders from the successive dis¬ 
asters which have struck major units of 
plant in the other integrated steel plants 
in India. That your plant has so far 
escaped such a calamity in spite of seven 
bundhs and the difficulty in obtaining 
essential spares and despite the restric¬ 
tive tactics adopted by the labour speaks 
volumes for the efficiency of your plant 
management. It is true that very large 
sums of money are spent on the proper 
maintenance of plant, but it has also 
paid rich dividends so far. As the say- 
ing goes “a stitch in time saves nine”, 
even so, the very best maintenance 
engineers in the world would not be 
able to properly maintain a plant if 
essential spare parts, accessories and 
implements were not made available 
to them in proper time, 

l am happy to say that Government 
have at last realised the importance 
of this aspect of plant operation. While 
the need to conserve foreign exchange is 
of paramount importance and the need 
to progressively intensify import substi¬ 
tution is equally so, some relaxation 
of these rigid procedures must become 
necessary especially in the case of conti¬ 
nuously operating units such as integ¬ 
rated steel plants where delay in ob¬ 
taining essential materials can lead and 
in some cases have actually led to drastic 
consequences. 


You may well ask me about the pre¬ 
sent status of your balancing of plant 
project designed to increase your ingot 
capacity by some 300,000 tonnes per 
annum. ] might tell you that a revised 
scheme is now under discussion between 
the Government and the Company, 
The only information f can give you at 
this stage is that the revised scheme will 
cost considerably more than the earlier 
schemes which had to be abandoned for 
reasons well known to you from my 
statements of earlier years. Since such 
a large sum of money will obviously 
not be available from shareholders, if 
the scheme is to be implemented, it will 
involve obtaining term loans from Go¬ 
vernment lending agencies as I hardly 
think any non-Government lending 
agency would be in a position to supply 
capital in the range of 60 or more crores 
that would be required now as against 
about Rs. 11 crores that would have 
been required in 1962 had the scheme 
been implemented then. Loans ob¬ 
tained from Government lending agen¬ 
cies, will, under the new directive, en¬ 
tail incorporation of a conversion clause 
in the agreement. If the conversion of 
the loan into equity is implemented, 
then the share of the existing sharehol¬ 
ders in the profits and assets of the 
Company will be reduced by two thirds. 
Even if the loan is not converted into 
equity, interest payments will make 
severe inroads into the profits of your 
Company, apart from the repayment of 
principal out of taxed income. How¬ 
ever, before any scheme is finalised 
or arrangements made, l am sure that 
your Board of Directors will advise 
shareholders of all relevant considera¬ 
tions at the appropriate time. 

Note : This does not purport to be u 
report of the proceedings of the Annual! 
General Meeting* 
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HEAVY ELECTRICALS (INDIA) 
LIMITED BHOPAL 

Chairman’s Speech 


Following is the text of the speech delivered by Shri O. S. 
Mnrthy, Chairman, on 27th September, 1971 at New Delhi. 


Ladies and Gentlemen, 

It gives me great pleasure to welcome 
you to the 15th Annual General Meeting 
of Heavy Electricals (India) Ltd., Bho¬ 
pal. The audited accounts for the 
year ended 31st March, 1971 and the 
Directors* Report have already been 
circulated and with your permission, 
I shall take them as read and adopted. 

Production 

Your Company’s production perfor¬ 
mance in the year 1970-71 has been 
satisfactory. A finished output (includ¬ 
ing major assemblies) of Rs 28.66 
crores was achieved against the target 
of Rs 30 crores. In the established 
product lines like Transformer, Switch¬ 
gears and Capacitors, the production 
for the year has exceeded the targets 
set. However, shortfalls in production 
occurred in the Turbine/Generator 
products which are still in the 
development stages. These divisions 
are expected to show better perfor¬ 
mance in the coming years. 

I am glad to report that during the 
year under review, the first 120 MW 
Steam Turbine was manufactured and 
successfully tested in the factory. The 
erection at Chandrapura (DVC) Power 
Station is in progress. This is the 
largest Steam Turbine so far completed 
in India, and signifies a land mark in 
the field of electrical plant manufacture, 
taking us further on the road towards 
self-reliance. More sets of 120 MW 
Steam Turbines and Generators are in 
various stages of manufacture in the 
factory* Among the other firsts achieved 
during the year were a 2506 kW, 440 Y 
Closed Air Circuit Alternator with 


thyristor-fed exciter for the Sugar In¬ 
dustry and a 3000 HP Reversing DC 
Mill Motor for the Aluminium Rolling 
Mills, the largest of its kind made in 
India. A 3000 KVA Rectifier Transfor¬ 
mer for Manganese Oxide Plant and 
Capacitor Voltage Transformer for 
use on 220 kV systems were the other 
achievements of the Company. Manu¬ 
facture of high speed DC blower motors 
for traction application and a 175 kW, 
1000 RPM class ‘B’ insulated motor 
with Aluminium Wound Stator were 
also established during the year. 

During the period under review, 
erection and commissioning of Hydro 
Turbine-Generator sets by the Company 
at Obra Power Station in U.P and 
Basi Power Station in Himachal Pradesh 
were completed and the erection work 
of other products of the Company 
are progressing according to schedule. 

Market Trends 

The favourable trend in the market 
situation continued during the year 
under review and the total value of the 
order book as at the end of March 1971 
stood at Rs 190 crores. With the con¬ 
fidence gained in executing the first two 
or three contracts for the supply and 
erection of hydro generator sets, which 
included one of the physically largest 
machines even by world standards, 
HEIL has now undertaken to design, 
manufacture and supply two generating 
sets of 135 MW each and associated 
rotary valves for the Kalinadi Hydro 
Electric Project in Mysore State* 

During the year* your Company has 
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received orders for the supply of two 
units of 120 MW Turbo Generator sets 
each for Ukai Thermal Project in Guja¬ 
rat and for Santa !dih Thermal Project 
in West Bengal. As at the end of the 
year, the Company had orders for the 
supply of 12 sets of 120 MW Turbo 
Generator sets for Chandrapura, Ukai 
and Santaldih Power Projects. Besides* 
a letter of intent has also been received 
for the supply of the second 236 MW 
nuclear turbine-generator set for the 
Madras Atomic Power Project. During 
the year, the second 25<J MV A Trans¬ 
former for the Rajasthan Atomic Power 
Project was manufactured and supplied 
and an order for the manufacture and 
supply of a still larger transformer of 
260 MVA rating was also received from 
Bhabha Atomic Research Centre. 

Growth of Technology 

I am glad to report that apart from 
the activities relating to design and 
development of our regular product 
lines, the Company’s efforts in the field 
of Research and Development have 
started yielding fruitful results. New 
materials call for new technologies and 
radical new solutions have to be found 
for the design engineer’s problems. 
Technical development work at Bhopal 
has not been lagging behind. 

An example of successfully built 
indigenous manufacturing equipment 
in the Company was a Mica Insulation 
Wrapping Machine which was designed 
and made by the Works Engineering 
Division, There has been a very rapid 
growth in the application of electro¬ 
nics to Electrical Industry in the recent 
years and it is almost impossible today 
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to conceive of a power plant* or an 
industrial drive without electronic con* 
trol equipment* In line with this deve¬ 
lopment, your Company has made a 
start in the development of pilot scale 
manufacture of some of these equip¬ 
ments for use along with the large 
machines under normal production at 
Bhopal. Within a brief period, our 
engineers have developed and produced 
Voltage Regulators (which were being 
imported so far) for use on the 1500 V 
DC Electrical Multiple Unit Coaches 
of Indian Railways. In an effort to mini¬ 
mise dependence on foreign know-how, 
development work was also under¬ 
taken in collaboration with the Central 
Electronics Engineering Research 
Institute, Pilani, for a transistorised 
excitation control equipment for the 
diesel electric locomotive and two 
such proto-types have been success¬ 
fully made and are operating satisfac¬ 
torily in service trials for the last few 
months. A proto-type automatic vol¬ 
tage regulator suitable for turbo-gene¬ 
rators upto 10 MW has also been 
successfully developed. Several other 
projects are in hand and we hope to 
establish a whole range of electronic 
equipment required for the control 
of large electrical machines. 

As an aid to development and pro¬ 
duction of treated insulating material, 
an important process equipment, name¬ 
ly a vertical treatment tower has been 
completely designed, developed and 
built. This will facilitate the manufac¬ 
ture of a variety of treated materials 
such as glass cloth, kraft paper, asbes¬ 
tos paper, aluminium foil, etc. These 
materials were being imported till 
now. 

Operating Results 

There has been an improved trend 
during this year. The value of pro¬ 
duction has been higher at Rs 2890 
lakhs against Rs 2550 lakhs from the 
previous year, while the losses for the 
year (including prior period adjust¬ 
ments) have come down to Rs 611 lakhs 
from Rs 1000 lakhs for the earlier 
year. It is the heavy interest burden 
of Rs 545 lakhs that has been respon¬ 
sible for almost 90% of the losses during 
the year. As such a heavy burden of 
interest vitmtes the operating results 


of this highly capital Intensive industry. 
Your Board of Directors have already 
approached the Government to provide 
adequate relief in this regard by suit¬ 
ably it-organising the capital structure 
of the Company. 

There is a general impression that 
the Company has accumulated more 
losses than what was anticipated at the 
time of setting up of the Project. The 
technical consultants anticipated siz¬ 
able cumulative losses during the first 
10 years. This forecast excluded the 
expenditure on township as also other 
items like customs duty on plant and 
machinery, various staff entitlements 
such as annual increments, contribut¬ 
ion to provident fund, terminal benefits 
and statutory bonus, etc. Further in 
the actual implementation of the pro¬ 
ject, the general sequence in taking up 
the manufacture of different products 
has changed significantly. Due to the 
difficult foreign exchange position en¬ 
countered in the early stages combined 
with almost simultaneous steel shortag¬ 
es, the manufacture of the most sophis¬ 
ticated products commenced two or 
three years later than anticipated. If 
allowance is made for these factors, 
the quantum of accumulated losses 
does not compare unfavourably with 
the Consultants’ forecast. 

With further increased productivity 
sought to be achieved over the next 
two years, the Company can look for¬ 
ward to become profitable. As 1 have 
mentioned earlier, it is hoped that the 
Government will provide adequate re¬ 
lief in the annual interest payments by 
re-organising the capital structure and 
the Company will also be enabled to 
charge equitable prices. 

Consultancy Agreement 

The fifteen' year Technical Consul¬ 
tancy Agreement with M/s Associated 
Electrical Industries Ltd., U.K., expired 
on 16th November 1970 and it was not 
considered necessary to renew this 
agreement. The Company now stands 
on its own legs for all tht products 
under the original Project Report. 

A separate agreement has been con¬ 
cluded with M/s EE-AEI Turbo-gene¬ 
rator Company for the manufacture 


of Stmm Turfrioes of 236 MW rating 
for Nuclear Power Stations. 

Expert 

The efforts of your Company, both 
direct and in association with the Indian 
Consortium for Power Projects Ltd have 
resulted in a fair amount of export 
business amounting to about Rs 45 
lakhs. During the year, export orders 
have been received for the supply of 
switchgear to Iraq and Malaysia, motors 
with controls to UAR, Iraq, Uganda, 
Ghana and Kuwait, capacitors to UAR 
and transformers to Malawi. A number 
of the eailier orders have been executed 
to the full satisfaction of overseas cus¬ 
tomers and the rest are in progress. 
Considering severe international com¬ 
petition and also the fact that your 
Company competes with firms with a 
background of a few generations in the 
export market, this achievement is 
satisfactory. The value of export orders 
executed as at the end of the year was 
about Rs 7 lakhs. 

With improvement in skills and pro¬ 
ductivity, your Company is hopeful 
of achieving a sizeable export volume 
of about 10% of its total production. 

Organisation 

The divisionalised pattern of mana¬ 
gement structure initiated in the pre¬ 
vious year has brought in improve¬ 
ments in coordination, efficiency and 
cost consciousness at various executive 
levels. 

Staff and Labour Relations 

Industrial relations in general re¬ 
mained norma] and peaceful and a 
number of issues were settled through 
negotiations with the Representative 
Union. 

The pay structure of the employees 
was revised following the recommen¬ 
dations of the Central Wage Board for 
Engineering Industries and this result¬ 
ed an in additional expenditure of 
about Rs 1 crore per year. 

Sdh O. S. MURTHY 
Chairmm. 

(This does not purport to be a record 
of the proceedings of the Annual Gene¬ 
ral Meeting) 
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Save 

with 

grace 

Linoleum floor-coverings are an economic 
investment. Linoleum endows your home 
with a graceful decor. By retaining its 
striking elegance for years, it saves you 
so much in repair and renovation costs.... 
you’ll need a whole elephant to serve 
as a piggy-bank I 
Stain-proof, easy to clean and polish, 
Linoleum comes m a wide range of colours 
and designs. Choose yours. 

LINOLEUM 

The versatile floor-covering I For better living 

India Linoleums Ltd , 
P O Birlapur, 24 Parganas, West Bengal. 
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Speech of the Chairman 

Shri H. K. Shah 

Following is the text of the speech delivered by Shrl H. K* Shah, 
Chairman, Ramon & Demm Ltd., at the 7th Annual General 
Meeting of the Company held at 4.30 p.m. on Thursday, 
September 30, 1971, at the Gateway Room, Tajmahal Hotel, 
Bombay* 1, 


Ladies and Gentlemen, 

I am happy to welcome you to this 
Seventh Annual General Meeting of the 
Company. The Annual Report has 
been in your hands for some time now 
and I am hopeful that you are satisfied 
by the good results produced by the 
Company. 

Operations 

2. For the third year in succession 
the Company has maintained a high 
rate of growth, as a result of which it 
has doubled its turnover, and propor¬ 
tionately increased its contribution to 
the national economy. During this 
short period of three years, the turn¬ 
over has increased from Rs. 35.71 
lakhs in 1968-69 to Rs. 1.16 crores in 
1969-70 and to Rs. 2.39 crores in the 
last year ended 31st March, 1971. 
Gross profit for the year amounts to 
Rs. 105.40 lakhs against Rs. 16.56 
lakhs m the ptevious year. After 
providing for depreciation (Rs. 25.49 
lakhs) and creating a development 
rebate reserve (Rs. 45 lakhs), the net 
profit amounts to Rs. 34.90 lakhs as 
against Rs. 6.97 lakhs in the previous 
year. The Company owes its line per- 
fc rmance to the interplay of many fac¬ 
tor*, the first and foremost amongst 
them being the strength of its technical 
and mangeriaJ skills which today forms 
its greatest asset and firmest assurance 
-of continued growth and prosperity 
in the >ears to come. The second, but 
b} no means less important, is the high 
reputation it enjoys amongst customers 
throughout the country for the excellen- 
ence of its products resulting in better 
utilisation of plant capacity and higher 
sales. 

Dividend 

3. I am sure >ou are happy that the 
Board has been able to recommend a 
maiden dividend this year. It 4 is an indi¬ 
cation of the healthy growth of the 
Company that within three full years, 
of production, we have been able to 
write off the accumulated losses and 
declare a modest dividend, in view of 
of the proposed expansion programme, 
it was fell that the Company should 
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conserve its resources and build up the 
reserves required for the coming years. 
Moreover, as this dividend will be paid 
out of the exempted profits, it is not sub¬ 
ject to deduction of tax as provided by 
section 80K of the Income Tax Act, 
1961. 

Budget Proposals 

4. The increase in the rate of sur¬ 
tax from 25 to 30 percent on the profits 
of a company exceeding 15 percent of 
its capital employed, together with the 
reduction in the quantum of deduction 
from taxable income in respect of pro¬ 
fits from priority industries from 8% 
to 5 % of such profits, and the exclusion 
of long term borrowings from the cal¬ 
culation of capital employed for the 
purpose of tax holiday by new 
industries will in their own way 
alfect the generation of funds by the 
Company m the coming >cars. The 
threatened withdrawal by May 1974 
of the development rebate which had 
been created w provide a powerful in¬ 
vestment thrust in recognition of the 
growing gap, due to inflation, between 
original and replacement costs of 
assets, and which had proved to be an 
effective measure, will be particularly 
damaging. The withdrawal of this 
incentive will not only reduce the 
generation of funds with a possible 
consequent delay in essential replace* 
ments to the detriment of production 
but will also generally hamper the 
growth of production and aggravate the 
inflationary trends already existing in 
the country. It is indeed regrettable 
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that the Finance Minister has refused 
to reconsider this harsh decision. 

Expansion Programme 

5. The Company’s products have 
been well established itt the markets 
all over India due to their consistently 
high quality which is reflected in the 
constant volume of orders on hand in 
excess of the production capacity even 
though full production capacity of 600 
tonnes per annum was reached last 
year. The Company has already ob¬ 
tained an import licence under which 
certain balancing plant and equipment 
will be imported and which will in¬ 
crease the production capacity to 650 
tonnes per annum. However, as this 
small increase in capacity will not be 
enough to take care of the heavy de¬ 
mand, Management has under con&i- 
sideration of proposal for the further 
expansion of the capacity of the Comp- 
pany’s plant at Thana. This expansion 
is expected to more than double the 
existing production capacity. 

Prospects 

6. Output and sales have been main¬ 
tained at satisfactory levels during the 
past 6 months. The value of orders on 
hand is about Rs. 3.50 crores. In the 
absence of any unforeseen or material 
change in any fiscal, economic or politi¬ 
cal factor, I am hopeful that the results 
for the current year will not fall short 
of our expectations. 

7. With the proposed increase in the 
output of both passenger and transport 
▼chicles m the Fourth Five Year Plan, 
the demand for automobile gears and 
transmission drive asesemblies, both 
for original equipment and replace¬ 
ment purposes, is bound to increase. 
The demand for gears etc. is much in 
excess of the capacity today in the 
country. With the reputation for its 
products which the Company has built 
up owing to great attention to quality 
control at all stages, it is reasonable to 
expect that the Company will have a 
lair share in this increased demand 
over the years to come. 

Labour & Staff 

8. I am glad to report that relations 
between the Management, labour and 
staff continue to remain cordial I am 
sure you will want me to express, on 
your behalf, to management, staff and 
workers who have produced good re¬ 
sults in the past year, our sincere appre¬ 
ciation of their hard work and devotion 
to duty. I should also like to express 
my sincere thanks to my colleagues on 
the Board for their valuable co-opera¬ 
tion and their keen interest in the affairs 
of the Company during this year. 

Note: This does not purport to 
be the report of the proceedings of the 
Annual General Meeting. 
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ALUMINIUM 

CAN MAKE YOUR 
HOME LOVELIER 
AND LIVELIER 


Sleek, elegant, light, bright, strong, durable, rust-proof, 
hygienic..-One could go on listing the virtues of the wonder 
metal, ALUMINIUM. Every modern home uses versatile 
aluminium furniture, fixtures, utensils and appliances. 

Join the modern trend—use aluminium in your home too. 
Make sure that your furniture is made of Hindalco 
Aluminium. Hindalco does not make these finished goods 
but it supplies the much-needed aluminium (in primary Er 
Semi-fabricated forms) for the«r manufacture. 







"AL 






A 




X '4r 




iv 










HiHDAlCO 


"$k 


rPs/aM-a/71 







EASTERN ECONOMIST 


October 1,1971 


THE RIGHT KIND 

OF CLOTH/ 


1 


xc. 

FABRICS 






SPECIALITIES: 


SUITINGS 

SHIRTINGS 

LENOS 

POPLINS 

TOWELS 


ROLLER & 
SCREEN PRINTS 
TAPESTRIES 
DHOTIES 
SAREES 


ETC ETC. 





COTTO N 

MILLS, LLP 

BIRLANAGAR (m.p.) 



bastbrn ECONOMIST 


635 


October I, tm 

RECORDS AND STATISTICS 

Price Policy For 

The AG&tcw/rtmAL Prices Commission 
(APC) has recommended in its report 
on kharif cereals that the rice procure¬ 
ment target should be raised by one 
million tonnes to 4.3 million tonnes and 
that the procurement prices of kharif 
cereals this year should be the same as 
in 1970-71. The APC has also drawn 
attention to the upward trend of food- 
grain prices and has suggested that 
the food distribution system should be 
strengthened. The demand for rice, the 
APC has estimated, is likely to increase 
in the coming months because of the 
large influx of refugees from Bangta 
Desh and hence the need for increased 
inventories. Excerpts from the APC 
report follow:— 

The Agricultural Prices Commission 
presents its views on the price policy 
for kharif cereals for the 1971-72 sea¬ 
son. The Commission recommends that 

(a) since after a period of compara¬ 
tive stability the market prices 
of foodgrains have come under 
an upward pressure in recent 
months, the public distribution 
of foodgrains be strengthened 
rather than curtailed; 

(b) considering the likely demand 
on the public distribution sys¬ 
tem f° r rice during the coming 
year, and the need for enlarging 
the rice component of the buffer 
stock of foodgrains, a sizeable 
set-up be effected in the procure¬ 
ment of the cereal; 

(c) nothing be done at this stage to 
disturb the existing arrangements 
in regard to the inter-state move¬ 
ment of rice; 

(d) the target of procurement for 
ripe for 1971-72 be fixed at 4.3 
million tonnes and an indicative 
target for the purchase of kharif 
coarse cereals at 0.5 million 
tonnes; 

(e) the procurement prices for paddy 
and rice for the 1971-72 season 
be fixed as detailed in Tables 
III and IV; 

(f) coarse cereals be purchased at 
the ruling market prices but 
within the range set, on the one 
hand, by the procurement prices 
fixed for 1970-71 and, on the 
other, by the current minimum 
support prices; 

<&) the question be considered whe¬ 
ther the purchase/sales tax levied 
by the state igbVerntnerits on the 
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coarse cereals should not be dis¬ 
pensed with; and 

(h) the population in hill states be¬ 
ing generally pqor, the pooled 
price for a grain issued out of the 
union government stocks should 
be for delivery at the principal 
distribution centres in such 
states. 

The output of foodgrains in 1970-71 
has exceeded all expectations; it lias re¬ 
gistered an increase of more than eight 
million tonnes over that harvested in 
1969-70. Coming in the wake of the 
increases in 1967-68 and 1969-70 and 
bringing in its train problems pertaining 
to procurement, movement and storage 
of the grains, it has helped convey an 
exaggerated impression of the success 
of the New Strategy. The pendulum 
seems to have swung full length from 
the psychological trough of the excep¬ 
tional drought years of 1965-66 and 

1966- 67 to a new peak of optimism 
marked by a certain pre-occupation 
with the problems of plenty. 

New Trend 

In an effort to look for the enduring 
component of a fluctuating reality, 
it would be helpful to recall that the 
foodgrain output for each of the years 

1967- 68 to 1969-70 has been below 
the corresponding values extrapolated 
for the years on the basis of the trend 
line for the preceding period, 1949-50 
to 1964-65, representing a compound 
growth rate of three per cent per annum. 
In fact, even the bumper output realised 
in 1970-71 exceeds only moderately the 
value extrapolated for this year. There 
seems little basis here for the inference 
that the foodgrain output of the count¬ 
ry in recent years has moved away to a 
higher growth path. Perhaps the in¬ 
ference rests on the belief that the re¬ 
cent upward drift in food output, since 
initiated by the new force of modern 
technology, should be rated as a new 
trend destined to continue in the future. 

However, even if we proceed on this 
basis, the period since 1967-68 is too 
short, and the available observations 
therefore too few, to warrant any con¬ 
fident assertion with regard to the new 
trend rate of growth in foodgrains out¬ 
put; and this notwithstanding a measure 
of stability the recent spread of irriga¬ 
tion, specially in the wheat tracts, ana 
that of certain drought-resisting and 
short-duration varieties of seeds have 
lent to the process. 

Thanks to the bumper harvest of 


1970-71, the average annual rate of 
increase of 2.3 per cent in the foodgrain 
output between 1967-68 and 1969-70 
has undergone a sizeable $tep-up to 
4.5 per cent for the four-year period. 
The question, however, is: how far is 
it likely to endure in the next few yours? 
Here n is pertinent to note from the 
state-wise pattern of increase in the 
foodgrain output in 1970-71 over that 
in the preceding year ihat the bulk of 
the increase in output has occurred not 
in states where the development pro¬ 
grammes have been taking rapid strides 
but in those with low irrigational faci¬ 
lities and high dependence on rainfall. 

Of the increase of 8.3 million tonnes, 
as much as four million tonnes has 
come from Rajasthan alone and would 
seem to be almost in its entirety the 
result of favourable weather. The 
position is not far different in respect of 
the increases realised in Madhya Pra¬ 
desh, Gujarat and Bihar, these add up 
to another 2.7 million tonnes. The 
available irrigational facilities in these 
states are meagre and the contribution 
of the additional acreage expected to 
have been brought under the high- 
yielding varieties of seeds (along with 
that of the additional consumption of 
fertilisers imperfectly inferred from 
the quantities distributed), even when 
reckoned on the basis of official yard¬ 
sticks, would not seem to account for 
more than limited increases in foodgrain 
output realised in these states. In Uttar 
Pradesh, although a significant addi¬ 
tion to capacity for the exploitation of 
ground water resources has occurred 
during the year, yet this factor together 
with the increase in the area under the 
high-yielding varieties of seeds and other 
inputs would hardly explain much more 
than, half of the increase in output; 
a considerable part of the additional 
output would seem to have been pro¬ 
duced by favourable weather. A state 
like Punjab, on the other hand,— 
where the development programmes 
have been making an impressive head¬ 
way— has registered only a moderate 
increase of less than a lakh tonnes. 
In this rough and ready attempt tp 
assess the overall effect of weather, all 
decreases in output have been ascribed 
to its unfavourable character. 

Bounty of Nature 

If the results of the above exercise 
are anywhere near the truth, as least 
half of the increase in foodgrain pro¬ 
duction obtained in 1970-71 would 
appear to reflect the bounty of nature. 
But if nature can be bountiful in one 
year it can be niggardly in another. 
The more enduring component of the 
increase in 1970-71, attributable to 
the development programmes, would 
still not, therefore, seem to suggest a 
marked departure from the historical 



636 


growth rate realised in the past, 1949-50 
to 1964-65. 

■jY 

To say this is not to belittle the signi¬ 
ficance of what has been achieved — 
the fact that the increases in per hectare 
yields have made good the effect of a 
slowing down of area expansion on 
output growth is itself no small achieve¬ 
ment— but only to guard against a 
possible tendency to overdraw the 
picture. A consideration of the grain- 
wise situation would be helpful here. 
Comparisons between the production 
performance of the grains since 1967-68 
with the corresponding values obtained 
by projecting their respective trend lines 
for the period 1949-50. 1964-65 serve 
to throw light on the order of achieve¬ 
ment, helping at the same time to sift 
segments where it is impressive from 
those where it is not. 

The curve of wheat output since 
1967-68 is not only above the projected 
trend line throughout but has a slope 
far higher than that of the latter. The 
formations in the curves of jowar, 
bajra and maize since 1967-68 do 
not permit confident inference. The 
respective curves viewed since 1964-65 
however would suggest an improve¬ 
ment in the growth rate for maize and 
a deterioration in that for jowar. The 
production of bajra since 1964-65 has 
been fluctuating around the projected 
line with its curve tracing about 
the same slope; the large hand of wea¬ 
ther is all too visible in pushing the 
observation for 1970-71 considerably out 
of line with the observations for the 
previous years. Further, the curve of 
rice production since 1967-68, though 
bodily below the projected line, is 
running almost parallel to it. 

Certain Imbalances 

With the exception of wheat and 
possibly maize, then, it is at best a story 
of something like the maintenance of 
historical growth rates. But even the 
improvement in the growth rate for 
wheat has a partial offset in the down¬ 
ward drift in the output of pulses. Thus, 
whatever improvement one might read 
in the slope of the curve for the total 
production of foodgrains in comparison 
with that of the projected line, derives, 
by and large, from a single force—the 
dynamism of wheat output. But how 
far the growth rate for wheat production 
will endure at the current level is itself 
open to question. As for rice, while 
indications are that with the recent ad¬ 
vances in research.several new varie¬ 

ties having been recently released — 
the situation should improve, the ex¬ 
tent of improvement that one might 
except in the next few years is a matter 
for conjecture, 

This much, however, seems clear 
that the immediate problems have arisen 
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not because the growth rate of food- 
grain output has hit some embarrassing¬ 
ly high levels but because of the emer¬ 
gence of certain imbalances within the 
foodgraih production basket. Owing 
to a sizeable increase in wheat output, 
an additional two million tonnes of the 
cereal flowed into the procurement net 
within a short period creating problems 
of purchase operations and movement. 
Besides, coming as this addition did 
after a succession of three good har¬ 
vests which had already helped increase 
the foodgrain stock with the govern¬ 
ment, it placed a strain on the storage 
capacity with the public sector agencies; 
and this, in no mean measure, because 
a significant part of the increase had 
not been anticipated. 

The case with coarse grains is some¬ 
what different. Although maize has 
been encountering marketing problems, 
the growth of jowar output nas been 
sluggish. Besides, given the regional 
specificities iti the demand for the 
several cereals, the sudden spurt, in 
bajra production in 1970-71 has brought 
to the fore, once again, the problem of 
short-period imbalances in the demand 
for and the supply of the individual 
coarse grains. Being predominantly 
raised under rain-fed conditions, their 
production undergoes sizeable fluctua¬ 
tions from year to year. The increase 
of 2.7 million tonnes in the output of 
bajra, for example, in 1970-71, caused 
its prices to fall for some time and in 
certain areas to even below the level of 
the minimum support price. The diffi¬ 
culties of marketing these grains 
through the public distribution sys¬ 
tem without incurring a loss in a year 
when the availability of foodgrains in 
the economy is good as well as the 
difficulties of carrying their stocks 
over time in view of their poor keeping 
quality, could well make for inhibitions 
in the matter of undertaking large scale 
purchases of these grains at procure¬ 
ment prices. In the upshot, the desire 
to lend support only at the level of 
procurement prices carries with it the 
risk of contributing to the failure to 
render support effective at the level of 
even the minimum support prices. 

Real Difficulties 

Apart from the problems faced in 
a good year, the difficulties of 
marketing these grains, when their pro¬ 
duction increases alongside of that of 
superior cereals, are real, and alterna¬ 
tive outlets for them have to be explo- 
lored. When, with the stoppage of 
concessional imports, the constraints 
imposed by the PL 480 Agreements 
cease to operate, it should be possible 
to export maize purchased at the mini¬ 
mum support prices under, say, such 
trade agreements as may obviate the 
need for a subsidy. The major po¬ 


tential outlet for coarse cereals, how- 
ever, is cattle and poultry feed industry: 
to an extent, it would seem possible to 
exploit it even within the existing struc¬ 
ture of grain-feed prices, specially ifhtk 
these grains are available at the mini¬ 
mum support prices, but the ways of 
making it possible for this industry 
to absorb economically these grains 
on a large .scale would need to be 
explored. 

Compared to wheat and the coarse 
grains, rice presents, in 1he immediate 
context at any rate, a distinctly diffe¬ 
rent story. The curve of its output since 
1967-68, as already pointed out, has 
been not only below the projected trend 
line but also tracing a slope scarcely 
higher than that of the latter. The per¬ 
formance of rice production may well 
improve in the coming years but is not, 
at present, such as to impart to procure¬ 
ment operations for this cereal, unlike 
those for wheat, the character of sup¬ 
port purchases. 

Influx of Evacuees 

The quantity of rice likely to be pro¬ 
cured during 1970-71 is estimated at 
3.3 million tonnes. A procurement of 
this order in 1971-72 would fall short 
of the requirement of rice for public 
distribution during the year. The in¬ 
flux of evacuees from Bangla Desh, 
principally a rice consuming popula¬ 
tion, is continuing and the situation is 
so fluid that another wave in the com¬ 
ing months could easily push up their 
number from the present 8.5 millions 
to, say, 10 millions. Besides, after a 
period of comparative stabilitity the 
market prices of the cereal in some of 
the states have in recent months come 
under an upward pressure. And the 
conditions in the economy are such as 
could feed this pressure unless delibe¬ 
rate measures were undertaken to con¬ 
tain it. The situation calls for a streng¬ 
thening of the public distribution system 
rather than its curtailment. The role of 
the public distribution system is exer¬ 
cising a softening effect on market 
prices is suggested by the experience 
of some of the rice consuming states 
where a curtailment of the volume of 
issues has of late been accompanied 
by a rise in market prices. In an infla¬ 
tion-prone situation a larger availabi¬ 
lity of stocks with the public sector 
agencies would enhance their effec¬ 
tiveness in restraining market prices. A 
further consideration to be borne in 
mind is the need for enlarging the rice 
component of the buffer stock of food- 
grains; the stock of rice at the current 
level of around 2.5 million tonnes 
accounts for less than a third, whereas 
that of wheat at 5.4 million tonnes 
forms about two-thirds, of the total 
stocks of foodgrains. The need for a 
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sizable step-up in the procurement of 
this cereal is thus obvious. 

With i View to assessing the feasibi¬ 
lity of a step-up in the procurement of 
kharif cereals, it would be useful to 
read in the available evidence the rough 
order of increase,—it is, of course, too 
early to form a precise estimate—that 
may be expected in the output of these 
grains in 1971-72. The weather condi¬ 
tions as of now seem favourable in a 
large part of the country. The rest 
presents a mixed picture: the states of 
Andhra Pradesh, Mysore and Maha¬ 
rashtra have been affected by drought 
and parts of Uttar Pradesh, Bihar and 
West Bengal by floods. In the former, 
some redress would seem possible as a 
result of the arrival of recent rains; in 
the latter, although the extent of re- 
sowings is hard to assess, floods should 
benefit the rabi crops. Indications are 
that, compared to the production for 
1970-71, the output of nee might regis¬ 
ter an increase of about 1.5 million 
tonnes. On the other hand, the out¬ 
turn of kharif coarse cereals might 
show, in the net, a decline of around 
0.5 million tonnes: the damage caused 
to kharif jowar by drought and to 
maize by heavy rains is likely to be off¬ 
set partially by the expected increase in 
the production of bajra. 

The likely increase in the output of 
rice in particular thus provides a wel¬ 
come opportunity to augment the much 
needed procurement of this cereal. The 
fact that the production of bajra is 
again promising to show a significant 
increase m Gujarat and Rajasthan sug¬ 
gests that its prices may slump again 
in certain areas this year. The damage 
to jowar and maize, on the other hand, 
would require that the public distribu¬ 
tion of superior cereals be supplemented 
with coarse grains in the states where 
the latter are largely consumed. A 
certain procurement of coarse cereals, 
specially bajra, would thus seem neces¬ 
sary; it would also help sustain bajra 
prices. 

Commission's Recommendations 

fn view of the considerations set out 
above, the Commission recommends 
that the target of procurement for rice 
for 1971-72 be fixed at 4.3 million 
tonnes and for coarse cereals at 0.5 
million tonnes. The state-wise and 
grain-wise breakdown of this total 
target of procurement for kharif ce¬ 
reals is presented in Tables t and Ik 

In recommending this target the 
Commission has taken into account the 
expected level of production and the 
position with regard to storage capacity 
with the public sector agencies. Further, 
it would tie seen that the procurement 
targets suggested for the different states 
are generally in keeping with their past 
performance in this respect. The Com¬ 
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mission hopes that the trend towards a 
relaxation of the procurement effort in 
some of the states, like Tamil Nadu, 
would be reversed so as to enlarge the 
volume of public distribution with a 
view to disciplining prices. Finally, the 
Commission would also urge that 
nothing be done at this stage to disturb 
the existing arrangements m regard to 
the inter-state movement of rice. 

In deciding upon the levels at which 
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procurement prices for the Kharif 
cereals may be fixed for the 1971-72 
season, the Commission has considered 
the crop prospects for the year, the 
requirements for public distribution 
and the likely trends in market prices. 
Since the immediate effort ought to be 
to contain the incipient pressures which 
the prices of some grains have started 
experiencing in recent months, it would 
not be advisable to effect an increase in 
the general level of procurement prices. 


Table I 

PROCUREMENT OF RICE : 1971-72 


C000 tonnes) 


State 

1968-69 

1969-70 

1970-71 

Target 

for 

1971-72 

Andhra Pradesh 

377 

169 

470 

350 

Assam 

190 

98 

83 

150 

Bihar 

67 

32 

28 

50 

Gujarat 

16 

20 

— 

30 

Haryana 

163 

238 

254 

360 

Jammu 8c Kashmir 

47 

35 

30 

45 

Kerala 

96 

81 

75 

100 

Madhya Pradesh 

318 

347 

580 

600 

Maharashtra 

180 

188 

234 

240 

Mysore 

67 

69 

16 

60 

Orissa 

271 

299 

280 

350 

Punjab 

270 

378 

530 

750 

Tamil Nadu 

609 

405 

145 

500 

Uttar Pradesh 

197 

213 

255 

, 300 

West Bengal 

434 

411 

255 

325 

Others 

24 

17 

20 

40 

All-India 

3.326 

3,000 

3,255 

4,250 


Table 11 



PROCUREMENT OF KHARIF COARSE CEREALS 

: 1971-72 





(’000 tonnes) 





Target 

State 

1968-69 

1969-70 

1970-71 

for 





1971-72 

Andhra Pradesh 

—, 

— 

2 

— 

Gujarat 


— 

2 

25 • 

Haryana 

— 

5 

26 

35 

Jammu 8c Kashmir 

— 

— 

1 

— 

Madhya Pradesh 

36 

— 

1 

20 

Maharashtra 

280 

196 

69 

50 

Mysore 

21 

8 

6 

20 

Punjab 

64 

66 

205 

150 

Rajasthan 

— 

#— 

74 

100 

Tamil Nadu 

— 

— 

6 

— 

Uttar Pradesh 

63 

— 

96 

. 100 

Others 

— 

— 

3 

— 

All-India 

464 

275 

491 

500 


Source : For 1968-69 and 1969-70, as supplied by the Department of Food, Minis¬ 
try of Agriculture; for 1970-71, as extrapolated in the Commission. 
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lest it should accentuate these pres¬ 
sures. In line with its recommendations 
during the last few years, the Com¬ 
mission would, however, suggest a 
further narrowing of the disparity in 
the procurement prices for comparable 
varieties of the grain in the different 
states. 

The Commission accordingly re¬ 
commends that the procurement prices 
be fixed as detailed in Tables III and 
IV for the standard varieties of paddy 
and rice for the 1971-72 season. 

Marginal Increase 

In three states, where the ruling pro¬ 
curement prices for paddy are in the 
range of Rs 46 to Rs 48 per quintal, 
a marginal increase is recommended 
for 1971-72; for the remaining states, 
however, no change is suggested. 

The prices recommended are for the 
standard varieties; for the other varie¬ 
ties, procurement prices may be fixed 
keeping in view the normal varietal 
differences. For the union territories, 
the procurement prices for paddy and 
rice may be fixed on the basis of those 
for the adjoining states. 

Having regard to the situation in 
respect of coarse cereals, the Com¬ 
mission considers it advisable to allow 
to the procuring agency a certain flexi¬ 
bility in the matter of prices at which it 
may purchase these grains. The target 
of procurement suggested for the coarse 
cereals is only indicative of the order 
of purchases that may be required; 
these may be made at the ruling market 
prices but within the range set, on the 
one hand, by the procurement prices 
fixed for 1970-71 and, on the other, by 
the current minimum support prices; 
this would work out to a range of Rs 
45 to Rs 55 per quintal. 

While on this subject, it may be 
mentioned that whereas the consumer 
of coarse cereals has to pay a price 
which includes all the distributive costs 
and margins, the consumer of wheat 
pays a subsidised price for this superior 
cereal. This becomes all the more ano¬ 
malous because the consumers of coarse 
cereals arc usually the poorer sections 
of the society. It is for consideration, 
therefore, whether the purchase/sales 
tax levied by the state government on 
these grains should not be dispensed 
with. 

* 

A related issue pertains to the pooled 
price at which a grain is delivered from 
the union government stocks at the 
railhead appropriate for a state. In the 
case of a hill state, such as Himachal 
Pradesh, however, the costs of moving 
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t rain by road to the interior are heavy. 

mce the population; in hill areas is 
generally poor, the Commission would 
suggest that the pooled price should be 
for delivery at the principal distribution 


centres hi soph states; the inddence of 
extra transport dost could be evenly 
spread on the consumers all over the 
country through a requisite adjustment 
in the pooled issue price. 


Table HI 


PROCUREMENT PRICES FOR PADDY : 1971-72 

(Rs per quintal) 


State 

Standard 

variety 

Procurement 
prices for 
1970-71 

Procurement 

prices 

recommended 

For 

1971-72 

1 

2 

3 

4 

Andhra Pradesh 

Akkullu 

51.00 

51.00 

Assam 

Winter Sail (Coarse) 

56.25 

56.25 

Bihar 

Coarse 

56.25 

56.25 

Gujarat 

Sathi 

55.00 

55.00 

Haryana 

Begmi 

51.00 

— 

Jammu & Kashmir 

Coarse 

46.00 

47,00 

Kerala 

Palghat Matta 

56.25 

56.25 

Madhya Pradesh 

Gurmatia 

56.00 

56.00 

Maharashtra 

Coarse 

56.00 

56.00 

Mysore 

Coarse (Raw) 

50.00 

50.00 

Orissa 

Common 

48.00 

49.00 

Punjab 

Begmi 

51.00 

— 

Tamil Nadu 

Kattaisamba 

48.00 

49.00 

Uttar Pradesh 

Grade III 

54.00 

54.00 

West Bengal 

Common 

56.00 

56.00 


Source : For Column (3), Department of Food, Ministry of Agriculture. 


Table IV 

PROCUREMENT PRICES FOR RICE : 1971-72 

(Rs per quintal) 


State 

Standard 

variety 

Procurement 
prices for 
1970-71 

Procurement 

prices 

recommended 

for 

1971-72 

1 

2 

3 

4 

Andhra Pradesh 

Akkullu 

80.32 

80.32 

Bihar 

Coarse 

95.25 

95.25 

Haryana 

Begmi 

88.80 

88.80 

Kerala 

Palghat Matta 

85.88 

85.88 

Madhya Pradesh 

Gurmatia 

86.30 

86.30 

Maharashtra 

Coarse 

78.50 

78.50 

Punjab 

Begmi 

88.80 

88.80 

Tamil Nadu 

Kattaisamba 

75.20 

77.00 

Uttar Pradesh 

Grade HI 

89.00 

89.00 

West Bengal 

Cjommon 

91.20 

91.20 


Note Prices are inclusive of cost of gunny in Haryana, Kerala, Madhya Pradesh, 


Punjab, Tamil Nadu and West Bengal. 

Source : For Col 3, Department of Food, Ministry of Agriculture. 
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TALK, HONEY, TALK 

Most national delegations went this year to Washington to bury Bretton Woods 
rather than praise it. In the event no funeral oration of any kind was found neces¬ 
sary. It is true that Mr Chavan was left out very much in the cold when he dec¬ 
laimed against attempts being made to settle the international monetary crisis be¬ 
hind the back of the IMF. Our Finance Minister was made to learn that political 
waters could run deeper than they presumably do in Maharashtra. All the same, 
the dozen or so industrialised countries which arc effective in determining the 
shape and substance of world money or trade, needed no great persuasion to come 
to agree among themselves that even though the decisions were taken through hard 
bargaining between the United States and its main trading partners as well us 
among the latter themselves, the institutional machinery and procedures of the 
IMF would still be not merely useful but necessary for implementing the agreed 
arrangements. 

Meanwhile, the most important outcome of the monetary talks, which have 
been going on mostly behind ihc scenes, seems to be that the whole range of issues 
such as the dollar price of monetary gold, the future role of the SDRs, the realign¬ 
ment of the parities of the main currencies and the US surcharge on imports, have 
become negotiable and must be negotiated. Simultaneously, it has been shown 
that disillusionment with floating parities has conic quicker than was perhaps ex¬ 
pected. This is not merely because some of the ‘floats’ such as that of the yen, has 
been held to be “dirty”. There is, for instance, considerable West German 
resentment over the “selfishness” of France’s “two-tier” manoeuvre. In the Uni¬ 
ted Kingdom, isolated enthusiasts (such as The Economist) for a floating pound 
sterling are ruefully discovering that both government policy and business prefer¬ 
ence seem to be geared more to the purpose of helping to sceurc the earliest 
possible withdrawal of the US surcharge on imports than to gambling on the attrac¬ 
tions of exchange flexibility; and, since the prime condition for Washington re¬ 
considering its import surcharge is clearly known to be a return to stable parities in 
terms of a realignment of maior currencies, it is not difficult to foresee that 
London would go very far indeed to support any reasonable American position. 

Japan, which is probably the most important prot gonisi apart from the 
United States, in the current world monetary drama, is now demonstrably on the 
defensive. It is painfully approaching its Moment of Truth as it is being made 
to realise that it cannot further delay up-dating its exchange rate or trade policies. 
It is no doubt unfortunate that it can carry on its international obligations in this 
respect only at the cost of sacrificing some of the amazing tempo of the growth of 
its Gross National Product. But, then, this is all in the game and so far «ls world 
economic progress or welfare is concerned, it is certainly more important that there 
should be optimum expansion of agriculture, industry and commerce in global 
terms rather than that the world's peoples should stand up and be cheering parti¬ 
cular countries performing prodigies of economic valour. Some of us have per¬ 
haps been in a hurry to conclude that President Nixon*s monetary brinkmanship 
has imperilled the trends towards international economic co-operation, particu¬ 
larly co-operation among nations in liberalising and expanding world commerce. 
But it could very well be that, when the present monetary crisis blows over, inter¬ 
national money and trade relations may not merely settle down to a new pattern 
of stability but be turned towards at least as dynamic a phase as had contributed 
to the growth of several national economies as well as international trade in the 
fifties and sixties of this century. 

Exactly where the Indian rupee or Indian trade may find itself in the new dis¬ 
pensation is a matter to which Mr Chavan's official advisers — now free from their 
preoccupation with pronouncing on the larger issues of the international monetary 
crisis — could profitably address themselves. Subject to the limits imposed by 
the continuing uncertainties, it may be suggested, that our anticipations in this 
area ought to reckon with the fact that, in the final settlement, the rupee is bound 
to find itself devalued in terms of all the major currencies including the US dol¬ 
lar. This raises the question whether our government could not arm itself in time 
with sound economic policies for protecting and if possible improving its balance 
of payments. It would be a sorry future indeed for us if New Delhi were to fail 
to activise or create sufficient additional production generally and export capacities 
in particular for taking advantage of predictable developments in international 
monetary and trade situations. If the government does not do its duty in this re¬ 
gard and instead persists in its political aggrandisement directed against the growth 
sectors in our industry, it would be committing a criminal breach of trust with the 
electorate which, in its innocence, has returned the ruling party to power in the 
faith that Mrs Gandhi's policies would promote production and employment and 
thereby effect some improvement in the living conditions of the mass of the people. 
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Exports Running into Trouble 


No SHRiotrs attempl has been made so 
far to understand the real implications 
of the preliminary data relating to 
foreign trade for the first four months 
of the current financial year and find 
out to what extent the slow growth in 
industrial production is having a devi¬ 
talising effect on the economy besides 
upsetting the calculations relating to 
the balance of payments. At first sight 
the general tendency would be to feel 
extremely enthusiastic about the per¬ 
formance on the export front as a re¬ 
cord growth has been achieved in the 
four-month period under reference with 
a jump in shipments of tea, gunnies and 
other items. Indeed the value of exports 
at Rs 157 crores in July this year consti¬ 
tuted an all-time record. Eailier in the 
year it was emphasised that there should 
be a growth rate of over 10 per cent in 
order to offset the adverse effect of a 
smaller increase in 1970-71 and over¬ 
come also the shortfalls in exports of 
engineering goods, iron ore and some 
important items. 

As later developments have come 
about, there is now the prospect of a 
growth rate of even 15 per cent being 
established in 1971-72 because of the 
likelihood of gunnies alone making an 
additional contribution of Rs 100 cror¬ 
es. It is also expected that there will 
be larger shipments of tea as well as a 
higher unit value for these exports, 
while every effort is being made to step 
up exports of engineering goods with 
liberal supplies of imported steel and 
components to those who have large 
unexecuted export orders. There is 
besides a huge exportable surplus of 
coffee which may be utilised to fetch 
additional foreign exchange earnings. 
It is likely, however, that there will be 
a set-back in exports of iron ore and 
manganese ore due to a world wide 
recession m the steel industry. Taking 
into account the new favourable deve¬ 
lopments and allowing for the possibi¬ 
lity of stagnation in some directions, it 
may not be an exaggeration to say 
that aggregate exports will increase by 
Rs 225 crores in the current financial 
year to Rs 1,750 crores, a level which 
could not have been dreamt of earlier. 

This phenomenal rise in exports 
should normally have been helpful to 
the country in trading on at least a 
balanced basis. There was this pros¬ 
pect when the provisional figures for 
1970-71 were announced sometime 
back. With a relatively lower level of 
imports, the trade deficit was only 
Rs 9 r . 52 crores against the depressing 


figure of Rs 788 crores for 1967-68. 
The recent developments, however, 
indicate that it may not be possible to 
pay fully for imports with exports 
and utilise foreign aid for repaying 
earlier obligations and. for meeting 
interest charges and strengthening for¬ 
eign exchange reserves. This is because 
imports in April-July this year have 
jumped to Rs 666.43 crores from Rs 
520.59 crores in the corresponding 
period in 1970-71. There was thus a 
gap of Rs 128.33 crores against only 
Rs 88.69 crores in the corresponding 
period in 1970-71. The temptation 
immediately would be to multiply this 
higher deficit by three times and con¬ 
clude that there would be a staggering 
deficit of Rs 385 crores for the whole 
year. But this method of calculation 
will not be correct as in 1970-71, with 
a pick-up in exports and a drop in 
imports in the subsequent months, the 
deficit of Rs 88.69 crores for four 
months increased to only Rs 97.52 
crores for the whole of 1970-71. 

It has now to be examined whether a 
similar trend can take place in August- 
March and whether the earlier deficit 
can even be completely eliminated. It 
is unlikely, however, that the develop¬ 
ments of last year in the subsequent 
period will be repeated as the country 
will have to pay a heavy penalty for the 
loss of production of steel, a conti¬ 
nuing shortfall in raw cotton output 
and costlier imports of crude oil. 
Because of the setback suiTered by the 
Rourkela plant and the lower operating 
efficiency of the Bhilai and Durgapur 
units, it is now estimated that there will 
be a loss in output by over four Jakh 
tonnes of steel while consumption 
would have gone up by half a million 
tonnes in 1971-72. It had, therefore, 
become necessary to import steel for 
as much as Rs 200 crores, a bill which 
could have been restricted to Rs 100 
crores if there could only be an increase 
in steel output to 5.25 million tonnes 
with an improvement in the operating 
ratio of all major units. 

The failure to boost production of 
raw cotton has also cost another Rs 
80 crores and even with the likelihood 
of a better crop of 58 lakh bales in the 
current season, imports of cotton will 
still have to be of a minimum of 10 
lakh bales, it is not understandable why 
a break-through has not Keen estab¬ 
lished in this sector of the agricultural 
economy and a major industry has been 
obliged to curtail production due to 
the lack of adequate supplies of cotton. 


It has now been indicated that cloth 
production in 1971 will be the lowest 
for 20 years and yarn production the 
lowest for six years. 

Other mistakes also have been com¬ 
mitted which have been responsible 
for an increase in the cost of imports. 
The delays in granting licences for im¬ 
plementing new projects for manu¬ 
facturing soda ash have been reflected 
in high black-market prices for this 
chemical even with an increase in 
imports. Also, with an acute shortage 
of graphite electrodes, the operations 
of caustic soda units have been serious¬ 
ly interrupted and it has been necessary 
to allow' imports of over 10,000 tonnes 
for meeting shortages when a fraction 
of Rs 10 crores would have sufficed for 
importing graphite electrodes. The 
inadequate availability of the latter 
item has also held up operations of 
many engineering units. The additional 
foreign exchange expenditure on libe¬ 
ral imports of steel, caustic soda, raw 
cotton and other items can be easily 
Rs 200 crores. There can also be a sub¬ 
stantial saving in other imports if only 
the existing and new fertilizer units can 
utilise more effectively their capacity 
and there is also no loss of production 
of rayon-grade pulp and other items 
on account of labour trouble. The value 
of lost production, which will compel 
a corresponding increase in imports, 
can easily be Rs 50 crores. Thus, there 
is wasteful expenditure of Rs 250 crores. 
There will, of course, have to be a 
larger bill in respect of imports of 
crude oil and higher prices for many 
other items. Making an allowance for 
these factors, the net saving can be 
Rs 175 crores and imports could be 
limited easily to Rs 1700 crores or at 
the outside limit to Rs 1750 crores. 
The advantage arising out of larger 
exports of gunnies, tea, coffee and 
other goods which would have been 
helpful in more than wiping out the 
trade deficit has thus been completely 
nullified and it would be a matter for 
gratification if the deficit in the altered 
circumstances was not more than Rs 
150 crores. 

There is another important point 
to be borne in mind. The terms of 
trade have been unfavourably affected 
by the recent happenings in the inter¬ 
national monetary situation. As a 
result of an increase in the value of 
major currencies and the decision of 
the central government to maintain the 
parity of the rupee with the dollar 
it is feared that even for securing the 
same quantum of foreign exchange eam- 
j ings that was secured for a given 
amount of rupees prior to Mr Nixon's 
announcement about the imposition 
of an import surcharge and the sus¬ 
pension of convertibility of dollar 
into gold, it will be necessary to export 
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additionally Rs 35 crores in a full 
year because of the devaluation of the 
rupee concurrently with the dollar. 
As imports also will be much costlier, 
the trade gap expressed in terms of 
foreign currencies may be more than 
it would have been in the conditions 
that prevailed in 1970-71. 

In view of the fact that it has become 
obligatory to achieve a bigger growth in 
exports for securing a satisfactory in¬ 
crease in terms of foreign exchange 
earnings and imports also had to be 

Awaiting Green 

Thh upshot of the statistical analysis 
of data relating to foodgrains produc¬ 
tion made by the Agricultural Prices 
Commission in its latest report was 
that wheat, bajra and maize alone re¬ 
corded sharp rates of growth in recent 
years heralding the advent of the green 
revolution. Rice which accounted for 
more than one-third of foodgrains out¬ 
put in our country had failed to rise 
up to the trend in production set in the 
period 1949-50 to 1964-65 and needed 
much scientific support before it could 
join the group of lucky cereals which 
had brought about a breakthrough in 
production. 

Even though the Rice Research Insti¬ 
tute at Cuttack was set up in the 40s, 
the strategy for research in the case of 
this problematic cereal did not prove 
very successful for many years due to 
a number of causes. The cross-pollin¬ 
ation programme of Japonica and 
Indica varieties of rice did not prove 
very effective. Then followed a brief 
period when great reliance was put on 
Taichung Native L and IRS varieties 
which yielded limited success. It was 
around 1965 that it was realised that 
without a “rice revolution'’ in the coun¬ 
try, the food problem could not be 
tackled effectively as a majority of our 
people were rice eating. 

It was a wise decision to evolve an 
All-India Coordinated Rice Programme 
in 1967. The research activities in 
various institutes were put under the 
charge of a Rice-Coordinator. At 
present no less than 24 stations are con¬ 
ducting research on rice under this pro¬ 
gramme. Also, more than 100 sta¬ 
tions have agreed to try out the varie¬ 
ties evolved under the programme. 
The main aim of this programme is “to 
evolve strains of paddy which will 
respond to high dosages of fertilizers 
economically and have the right plant 
type to avail of the maximum amount 
of sunshine and also the plant stature 
to withstand high wind and rain”. The 
programme also provides an opportu¬ 
nity to alt rice researchers of the country 


restricted because oT their becoming 
more costly, it is time the central gov¬ 
ernment realised the serious impact 
of a slow growth in industrial 
production, because of inefficiency and 
labour trouble, on foreign trade trans¬ 
actions. Unless positive steps arc 
taken to achieve an increase in indus¬ 
trial production by at least 10 per cent 
annually and the remaining weak¬ 
nesses in the agricultural ecouomy are 
eliminated, there will hi a fundamental 
disequilibrium in foreign trade not to 
speak of the balance of payments. 

Revolution in Rice 

to get together and exchange their views 
as well as experiences. 

The programme, as was expected, 
brought new ideas to the fore. Efforts 
in the past had been made to evolve all- 
India varieties of rice, i.e. rice which 
could be grown in all parts of the coun¬ 
try. The experience with new variaties 
of rice such as Java, Pa dm a and Hamsa 
(in Andhra Pradesh) disclosed that 
yield varied from area to area and cli¬ 
mate to climate. 'This observation set 
the researchers thinking and they have 
now come round to the view that an 
effort should be made not to evolve 
varieties of rice which would be grown 
all over the country but such variants 
as would be suitable for different cli¬ 
matic conditions. An interesting illust¬ 
ration of this approach is “Bala", a 
variety of rice which is expected to give 
good results under dry-seeded condi¬ 
tions in central India. Its outstanding 
characteristic is its capacity to mature 
within 90 to 95 days which is ideal for 
areas with limited rains. 

Is a green revolution in rice round the 
corner? The scientists at present are 
optimistic about the results of the new 
high-yielding varieties of rice which 
after the adoption of the regional ap¬ 
proach are likely to bring about en¬ 
couraging results. There is no doubt 
that variations in rainfall, soil and pests 
from area to area pose numerous prob¬ 
lems due to the large number of permut¬ 
ations and combinations involved but 
the multiplicity of the research stations 
under a co-ordinated programme is ex¬ 
pected to cut down the unnecessary 
wastage. 

Discussing the national rice policy, 
Mr B. Sivaraman, Vice-chairman of 
the National Commission on Agricul¬ 
ture, is reported to have remarked 
recently that “whereas the scientists 
have found the method of breaking 
the yield barrier, it is going to be a 
difficult problem to give the new varie¬ 
ties the climatic and the pest resistance 
that is necessary”. The problem of pest 


control in the case of rice cultivation 
is more important than in the case of 
wheat. Some recent experiments de¬ 
signed and carried out to assess the 
losses caused by insect pests alone on 
various high-yielding varieties of rice 
have shown wide variation in percen¬ 
tage losses. For example, the trials 
carried out at 14 different places in this 
country by the All-India Coordinated 
Rice Improvement Project in 1969 
indicated that the all-India average in¬ 
creases in yield through pest control 
alone were 194 per cent in the case of 
T(N) J and 108 per cent in the case of 
IR8, the maximum yield being 729 
per cent in !R8 at Warangal and 1005 
per cent in T(N)I at Maruteru. On the 
basis of these data. Dr S. Pradhan, 
head of the Division of Entomology 
in the Indian Agricultural Research 
Institute, has right!v come to the con¬ 
clusion that insect pests alone have not 
allowed this country to celebrate the 
rice revolution. 

Now that hopes have been raised in 
regard to easy supplies of cereals in¬ 
cluding rice, emphasis has shifted to 
malnutrition caused by continuous in¬ 
take of this cereal. The scientists have 
happily turned their attention to 
improvement in the cooking quality 
and the nutritive value of rice varieties. 
It has been known for a long time that 
malnutrition is severe Among people 
in rice-eating states because of the low 
protein content (six to nine per cent) 
of rice a part of which is lost while 
polishing it in the mills. The protein 
content of rice is measured by its amino 
acid composition though the biological 
value of protein depends on the ratio 
of eight essential amino acids to total 
amino acids. Scientists have started 
analysing the new varieties of rice from 
this angle and are trying to find out 
w'uys for increasing the share of amino 
acids. The new techniques are likely 
to assist in combining high yield with 
good nutritive qualities thus making it 
possible to banish malnutrition in rice- 
eating states. 

The task of increasing rice production 
will not stop with the evolution of 
different high-yielding varieties of rice 
but will depend to a large extent on 
the methods adopted for persuading the 
farmers to take to them. For this pur¬ 
pose it would be necessary to familiarise 
the'farmers with the new technology of 
crop culture necessary for the high- 
yielding varieties of rice for which 
purpose the programme of national 
demonstration would assume great im¬ 
portance. It may be recalled that this 
programme was taken up back in 1965 
and it has made some progress during 
the past six years. The basic aim of this 
programme was that the scientists 
should demonstrate the high-yield po- 
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initial of the new varieties on the fields 
of the cultivators. This programme, 
therefore, aims at transferring the new 
knowledge to farmers all over the 
country. The demonstrations have 
indicated that the farmers have taken 
to improved practices with the result 
that productivity of rice has increased 
in most of the states in this country. 


Challenges 


Whajlvjr mw he the Shipping Cor¬ 
poration of India's (SCI) headaches 
ahead —and “the future is far from 
reassuring” as Mr C. P. Srivastava, 
SCTs chairman and managing director, 
told the press the other day—it has 
reason to be proud of its impressive 
record so far, especially during the first 
decade of the company in its present 
form, as also during its latest account¬ 
ing year, 1970-71. Incidentally, as the 
latest annual general meeting of the 
company held on September 23, 1971, 
Has its 21st, it may also be said to 
have come of age. The SCI was un¬ 
doubtedly not without its share of 
teething troubles, but it would seem 
the problems it has to face after coming 
of age bid fair to be really challenging. 
A brief reference to these problems 
therefore may not be out of place. 

To judge from the speeches made by 
the chairmen of shipping companies in 
India so far, the shipping industry is 
faced with a very difficult situation 
indeed, both in liner shipping and in 
the area of tramp operations. While, 
on the one hand, prices of ships have 
spurted to unprecedented heights and 
costs of operation arc mounting all 
the time, on the other, there has been 
a precipitous fall in the tramp market 
which threatens to become further ac¬ 
centuated. Nor have liner operations 
or passenger-euin-cnrgo services fared 
better. The contributory factors to this 
unenviable plight of our shipping in¬ 
clude a steep decline in export cargoes 
to the USA in 1970-71 (this trend 
is likely to worsen this year with the 
additional 10 per cent surcharge) and a 
sharp reduction in import cargoes be¬ 
cause of the cut-back in US aid. The 
traffic on other important ranks- India- 
Black Sea, India-Australia- also suf¬ 
fered a setback. But the most pro¬ 
nounced decline \va> in respect of car¬ 
goes to Japan, thanks to the cut-back 
m Japanese steel production. »Since it 
ts reported that the Japanese are pro¬ 
posing to curtail their steel output by a 
Uirther live per cent, there is every 
prospccl of another curtailment in our 
exports of iron scrap to that country. 
The elVeet of this curtailment on the 
tramp market would be devastating. 
For the Japanese, the largest charterers 
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In many states where only one crop of 
rice was grown in a year, the farmers 
have started having two crops. Much, 
therefore, will depend upon the manner 
in which the national demonstration 
programme is conducted after the scien¬ 
tists have evolved suitable varieties of 
rice for different regions in the coun¬ 
try. 


Before SCI 


in the world, would again not be lhcr c 
in a big way. Furthermore, we are 
told, the tramp market would conti¬ 
nue to be in distress so long as the 
present monetary crisis lasts. 

With this gloomy outlook on the 
one hand and the need to fulfil the 
target envisaged in the fourth Plan 
(to achieve the carriage of 40 per cent 
of the country’s overseas bade by 
India’s own bottoms) on the other, it 
is not surprising that shipping circles, 
both m the public and in the private 
sectors should be pressing for a conti¬ 
nuance of the incentives now available 
for the development of Indian shipping 
—tile development rebate and the low 
rate of interest on loans made out of 
the Shipping Development Fund to 
shipping lines. Both Mr A. Rama- 
swami Mudaliar, Chairman of the 
India Steamship Co. Ltd, and Mr 
Srivastava have made out in their res¬ 
pective speeches an irresistible case 
for the continuance of these incen¬ 
tives to an inherently capital-intensive 
industry with a long gestation period 
that the shipping industry is. The idea 
underlying the development rebate was 
to induce the shipping lines to plough 
back their profits (even before declar¬ 
ing a dividend) for the expansion of 
shipping so as to keep pace with the 
ever rising price of replacement which 
depreciation allowance alone could not 
take care of, and if Mr Chavau fondly 
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hopes that by announcing the with¬ 
drawal of the development rebate in 
advance (i,e. after May, 1974) he will 
quicken the pace of investment in ships, 
he is bound to be disillusioned. For, 
apart from the insufficient earnings of 
most Indian shipping companies, there 
is the booking position of the world 
shipyards to reckon with. The position 
in this regard of even a fairly well-to-do 
shipping line like the SCI, with its 
massive expansion and investment pro¬ 
grammes, should be a clear pointer. 
According to the SCI chairman, *T3 
out of 32 ships on firm order are sche¬ 
duled to be delivered after May, 1974.” 
Unless, therefore, government’s policy 
is suitably modified, all shipping lines 
would be in trouble. The SCT alone, 
for example, would have to forgo deve¬ 
lopment rebate on an investment on 
new ships of the order of nearly Rs 85 
crores. 

And now' for a brief reference to the 
first decade’s progress of the SCI (in 
its present form, the company cele¬ 
brated its tenth anniversary on Octo¬ 
ber 2, 1971). To use Mr Srivastava’s 
own words, this has been a decade of 
all round progress and achievement 
during which the SCI has come to 
acquire a pre-eminent position within 
the Indian shipping industry and has 
grown to be one of the largest ship¬ 
ping lines in the world. During this 
period, the SCFs fleet has increased 
from 19 ships of 1.94 lakh DWT to 
78 ships of 13.68 lakh DWT. SCTs 
tonnage went up by 605 per cent during 
the decade, as compared to an average 
increase of 124 per cent recorded by 
other Indian shipping lines. 

Impressive though the decade’s 
progress has been, the claim of the latest 
year for a special share in this progress 
cannot but be conceded. At 13.55 
lakh DWT at the close of 1970-71, the 
increase in tonnage during the year 
of 2.95 lakh DWT was higher than even 
in the previous year of a record rise of 
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Ai the meeting of the Board of Governors of 
the World Bank and International Monetary 
Fund, Sir Chintaman Deshmukh, India's Dt- 
icctor, is reported to have stated that India 
would shortly be asking for an increase in her 
quota to the Fund. Under the Bretton Woods 
Act it is open to a Member country to request 
an adjustment of its quota and 4/5th majority 
of the total voting power shall be required for 
any change In any case the Fund shall 
at intervals of five years view and if it deems it 
appropriate, propose an adjustment of the 


quotas of the members. The quota in the Fund 
measures the foreign exchange credit facili¬ 
ties which a member is entitled to and also its 
voting strength. An increase in India’s voting 
strength and in the amount of credit facilities 
which she can avail herself of may be quite 
welcome. But the surprising part is that 
without the public in India having been told 
what her Directors are going to do at the 
Board Governors' meeting, such important 
steps in policy are being taken. 
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2.29 lakh DWT. Similarly, gross 
earnings, gross profit before depre¬ 
ciation, interest and tax and net profit 
after tax were also the highest on re¬ 
cord. Thus, at Rs 55.84 crores, gross 
earnings were 22.5 per cent higher than 
in 1969-70; gross profit at Rs 16.71 
crores was 263 per cent more than in 
the previous year, while net profit (Rs 
6,91 crores) registered a rise of 25.4 
per cent. No wonder the corporation 
could declare a higher dividend (six 
per cent) for the year. 


The SCI is an ambitious Corporation, 
even as its chairman is a man of great 
imagination and understanding. That 
the company is posed for even more 
rapid expansion than so far is there¬ 
fore understandable. On the basis of 
the orders already placed, the tonnage 
should exceed two million DWT by the 
end of 1974 and, if the negotiations for 
additional orders currently in hand 
materialise, the tonnage should cross the 
three-million DWT mark in 1975-76. 
But will Mr Chav an oblige? 


A Myth Exploded 


Twii dfcision of nearly 60 per cent of 
the deputationists from the civil ser¬ 
vices to the top positions in the com¬ 
mercial undertakings of the govern¬ 
ment to stay in their present assign¬ 
ments has exploded the myth propoun¬ 
ded by the leftist lobby in the country 
that most of the ills of public sector 
enterprises are the outcome of the prac¬ 
tice of putting civil servants at their 
helm of affairs. Till lately, of the 145 
lop posts in these undertakings, only 
44 were occupied by deputationists. Of 
these, 35 were required to exercise 
their option by August 31 to revert to 
their parent organisations or to continue 
in the present jobs, severing all connec¬ 
tions with the organisations they origi¬ 
nally belonged to. One deputationist 
is retiring shortly. The remaining eight 
have joined the public sector concerns 
only recently; they, therefore, have to 
exercise the above option some time 
hence. Of the 35 deputationists who 
have intimated their options to the go¬ 
vernment, 20 have decided to stay where 
they are; these include six officers of 
the Indian Administrative Service and 
live officers of the Indian Audit and 
Accounts Service. Only 15 have pre¬ 
ferred to return to their parent cadres 
or organisations. 

The decision of those going back pre¬ 
sumably has been influenced a great 
deal by the fact that the full benefits of 
civil service accrue to an employee only 
towards the dose of his tenure. Most 
of them being quite senior in their 
respective cadres, also perhaps thought 
that their interests would be besi 
served by relinquishing their assign¬ 
ments in the public sector undertakings. 
But this does not mean — as the pro¬ 
tagonists of the public sector would 
tend to argue — that these deputation¬ 
ists had their hearts elsewhere than in 
their recent assignments. An interest¬ 
ing fact that has been thrown up 
by an analysis of the exercise of 
option by the deputationists is that 
some of those preferring to relinquish 
their public sector jobs are those who 
were doing well in commercial enter¬ 
prises. The pertinent instances are of 
Mr N.N. Kashyap, former chairman 


of the Indian Oil Corporation (IOC), 
and Mr R.R. Bahl and Mr S.K. Mu- 
kheijee, former chairman and a direc¬ 
tor of the Minerals and Metals Trad¬ 
ing Corporation (MMTC), respectively. 
The IOC, in fact, has done pretty 
well both in regard to its overall opera¬ 
tions and profitability. The MMTC, 
of course, has been showing losses, but 
they are primarily the result of several 
factors beyond the control of manage¬ 
ment. The recent expansion in its 
operations and its efforts at arresting 
the declining trend in the exports of 
manganese ore, indeed, arc commend¬ 
able. The sorry state of affairs in the 
Heavy Engineering Corporation and 
Hindustan Steel is also evidence of the 
fact that the system of deputations is 
not the sole reason for the poor per¬ 
formance of an undertaking; these 
two enterprises have very few deputa¬ 
tionists on their rolls. 

There, of course, can be instances of 
a civil servant not proving equal to the 
task in a public sector undertaking. 
Further, the transplanting by some de¬ 
putationists of the labyrinthic govern¬ 
mental procedures to commercial con¬ 
cerns is not desirable. But the whole¬ 
sale maligning of deputationists just 
because they are not "‘committed” to 
the concept of public sector in the sense 
the leftists would want them to be, 
is hardly warranted. Apparently, such 
criticisms — nay campaigns — are 
politically motivated. They ought to 
be nipped in the bud. 

The above, however, does not imply 
that there should be unbridled flow of 
civil servants or other deputationists 
from government to public sector un¬ 
dertakings. There is also a good deal 
of weight in the argument that there 
should not be too frequent transfers 
from the top management posts in the 
sector to outside this sector, lest the 
valuable experience gained by the in¬ 
cumbents is unnecessarily lost. Promo¬ 
tion to the highest echelons in pub¬ 
lic concerns from within, similarly, 
is a judicious policy to follow in the 
interest of employees. But the lend¬ 
ing of the services of competent and 


experienced administrators to public 
undertakings to a limited extent need 
not be completely barred as long as 
the country remains deficient in mana¬ 
gerial and administrative talent. 

The proper manning of the top mana¬ 
gerial posts in public sector enterprises 
undoubtedly is not going to be an easy 
task for quite some time to come. The 
ultimate solution of this problem obvi¬ 
ously lies in training managers and ad¬ 
ministrators on a scale commensurate 
with the plans for expanding the role 
of the public sector in the economy. 
Theoretical training has its importance. 
But more important is extensive in- 
plant or in-organisation training. The 
recent suggestion of the union Minis¬ 
ter for Steel, Mr Mohan Kumaraman- 
galam, that the search for the prospec¬ 
tive incumbents to various positions in 
an organisation should start two or 
three years in advance of the positions 
falling vacant deserves pertinent notice. 
Two or three persons qualified and 
competent for a particular job can be 
identified and given extensive training, 
the selection of the ultimate incumbent 
being made towards the close of the 
training period. The present practice 
of hunting for personnel for the top 
positions just about the time these posi¬ 
tions are about to fall vacant can well 
lead to erroneous selections. At times, 
even a vaccum is created, necessitat¬ 
ing a stop-gap arrangement. This is 
hardly conducive to efficient function¬ 
ing of an organisation. 

The personnel policy for public sec¬ 
tor undertakings also needs a fresh look 
in so far as the emoluments of those 
manning these enterprises and their 
decision making powers are concerned. 
There can be no denying the fact that 
the emoluments in most public sector 
undertakings are not commensurate 
to attract real talent. They also 
do not compare favourably with the 
emoluments for similar jobs in the 
private sector. The persistent rise in 
the cost of living has worsened the 
plight of the fixed income groups every¬ 
where, including the public sector. 
This is bound to afreet efficiency. As 
regards decision-making, the public 
sector managements have to be given 
much greater autonomy than is avail¬ 
able to them at present. The ministries 
concerned should remain content with 
laying down the broad guidelines and 
policies. Their frequent interference in 
the Operations of the commercial un¬ 
dertakings in their charge has to be 
ended. The recent decision of the union 
government to group together public 
sector enterprises whose areas to opera¬ 
tion are similar, for the purpose of 
interchangeability of top management 
personnel is a step in the right direc¬ 
tion. It will ensure mobility of per¬ 
sonnel and should avoid stagnation. 



U-Q J2A 


648 


EASTERN ECONOMIST 


October 8, 1971 




Time \s money 

And JAL Air Cargo can save you both 


A sen voyage is fine for a long 
vacation. But your freight goods 
don't need a vacation. They need 
to get to their destination fast —to 
start earning back the money 
you've already put into them. 
Which is why we utge you to 
consider this; Packing charges. 


interest, insurance, stoiage, dep¬ 
reciation—-all are lower when you 
ship JAL Air Cargo. And we’ll 
prove it for you. For full infor¬ 
mation on cost reduction through 
air freight, see your cargo agent, 
freight forwarder or JAL Cargo 
Representative. 


OAMAf MR LMNMSGt 

Ule deliver the uxxKJ. 




In cooperation witb^ 
Air France. Alitalia and Lufthansa, 3 



October 8, 1971 


EASTERN ECONOMIST 


649 


Performance of Public Sector 
Enterprises 

R. L- PITALE 


Mrs Joan Robinson, a noted British 
economist, in her recent book, Econo¬ 
mics—An Awkward Corner , points out 
that “it is impossible to understand the 
economic system in which we are 
living, if we try to interpret it as a rat¬ 
ional scheme. It has to be understood 
as an awkward phase in the continuing 
process of historical development*’.* 
Though this has been said by Mrs 
Robinson in a different context, yet it 
is aptly applicable to the working of 
public enterprises in India. There work¬ 
ing cannot merely be considered as a 
rational scheme but has to be consider¬ 
ed as a continuing process of economic 
development where public and private 
sectors are operating simultaneously. 

Public sector enterprises have become 
targets of attack to show that govern¬ 
ment intervention in economic life of 
the nation is bound to fail and has no 
prospect of any success. What is harm¬ 
ful is not the partial failure of public 
sector enterprises from the economic 
point of view but the systematic attempts 
which are made by some organizations 
and persons to sabotage the faith of the 
people in the working of public enter¬ 
prises in particular and government 
activities in general. 

Basic Principles . 

In view of this, it is essential to lay 
down basic principles for the evaluation 
of the performance of public sector 
enterprises in particular and govern¬ 
ment activities in general. Unless this 
is done, it is meaningless to make com¬ 
parable estimates of performance of 
public sector enterprises m-a-W.v pri¬ 
vate enterprises. 

Moreover, public sector activities and 
private sector activities are noi separate 
but always have inter-relationships and 
a significant share of government acti¬ 
vities in developing countries has a 
direct eJfeet on the productivity of other 
sectors of the economy. Government 
financial infrastructure, transportation, 
communications etc. arc intermediate 
goals which affect the level of producti¬ 
vity in the private sector. Thus to 
ignore the contribution of the govern¬ 
ment as provider of crucial develop¬ 
mental inputs or fail to consider the 


1 lie views expressed in this article are those 
of the author and not of the government of 
India, 


government as decision-maker having 
its own set of preferences is to omit an 
important part of development analy¬ 
sis. 8 4 

The total investment in public sector 
enterprises as on March 31, 196$ was 
Rs 3333 crores. Naturally government 
as well as the public are vitally concern¬ 
ed over the performance of public 
sector enterprises, not only because of 
the huge investment involved but also 
because of highly diversified nature 
of investments i.e. front steel production 
to bread-making. The number of 
public enterprises stood at 86 as on 
March 31, 1968. It is in the context of 
this scale of investment and expansion 
that the contribution of public sector 
enterprises becomes important as failure 
to get adequate returns would mean 
colossal waste of national resources. 
Thus it is not the comparability of 
returns of private and public sectors 
that is important but the returns 
or benefits derived from public sc*-t n 
vis-a-vis cost involved. 

Distinguishing Features 

In considering the working of public 
sector enterprises, we have to lake into 
account the distinguishing features 
which make it vulnerable especially re¬ 
lating to costs involved and returns. 
There are certain inherent factors 
which affect the working of public 
enterprises. These are : 

(/) The absence of feeling of owner¬ 
ship in public sector enterprises. 

07) Pattern of investment. 

07/) Social cost and extra-economic 
considerations in running pub¬ 
lic enterprises. 

The private entrepreneur has a stake 
in running his enterprise a> it 
belongs to him and he gives thorough 
consideration to the costs involved and 
returns. There is no such feeling in the 
case of people managing the public 
enterprises and the grafting of such a 
feeling is very difficult. This important 
psycho-economic factor is entirely 
missed while considering the per¬ 
formance of public enterprises. 

A private entrepreneur uses incentives 
and punishments as a weapon to 
get the best and efficient services from 
his executives. This works as a double- 


edged weapon to bring about profitable 
working. The system of reward and 
punishment is very seldom followed in 
public sector enterprises. This inherent 
factor in the working of public enter¬ 
prises can not be brushed aside while 
considering their performance. A sys¬ 
tem of rewards and punishment in 
public enterprises must be instituted 
for their successful working to the 
extent that it compensates for the lack 
of feeling of ownership on the part of 
the management in public enterprises. 

Another factor is the pattern of invest¬ 
ment.. Government investment is not 
necessarily undertaken in those chan¬ 
nels where profitability is highest. 
Government investment essentially 
creates infrastructure and has an ob¬ 
jective of providing basic goods which 
go as inputs into the different branches 
of production. Government investment 
in public enterprises is not entirely an 
induced investment but is mostly auto¬ 
nomous investment based on priorities 
in the overall process of economic deve¬ 
lopment. Tabic L (p. 650) shows that 
public investment is heavily concentra¬ 
ted in four branches of production 
i.e., steel, engineering, chemicals and 
fertilisers, and petroleum. 

This shows that $2 per cent of the 
total investment is in four sectors of 
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production- These sectors require a 
long gestation period and any lack in 
the proper co-ordination of the pro¬ 
duction process is bound to Result 
in heavy losses. Though highly capital 
intensive, these industries are basic and 
provide inputs for other manufacturing 
activities in the economy. 

The investment in public sector and 
the cost involved is not flexible. The 
level of employment and social costs 
in the public sectors are not expect¬ 
ed to behave in direct proportion to 
profits. The norms of employment and 
social costs are not the same in public 
and private sectors. During the reces¬ 
sionary period in the Indian economy, 
private sector retrenched thousands of 
workers as it was not profitable to main¬ 
tain the existing level of employment. 
This did not happen in the public 
sector. Public enterprises having larger 
number of employees suffered more 
in terms of returns on capital employ¬ 
ed as compared to public enterprises 
having less employment as is 
evident from Table 11. 

Social Costs 

Apart from the level of employment, 
social costs and amenities for labour 
form a high proportion of total invest¬ 
ment in public enterprises. This reduces 
the returns from public enterprises. The 
total expenditure on townships and 
other amenities up to January 31, 
1968 was of the order of Rs 220 
crores. 

The recurring expenses on main¬ 
tenance and administration of 
township and other amenities 
amounted to Rs 17.18 crores 
during 1967-68. The recurring expen¬ 
diture on townships alone accounted 
for 50 per cent of the net loss sustained 
by public enterprises in 1967-68. 3 Thus 
“investment on township and social 
amenities from which commercial re¬ 
turns cannot be expected has added to 
capital cost of the project 1 '. 4 If expen¬ 
diture on the maintenance of townships 
and social overheads are excluded, the 
net operating results of the 60 enter¬ 
prises show a net profit of Rs 29.8 
croies. 

However, these inherent factors in 
the consideration of performance of 
public enterprises need not be over¬ 
emphasised as ultimately the economy 
does not live by ideology alone. What 
is more important is that there should 
be addition to the wealth (total output) 
of the nation. Therefore, public enter¬ 
prises will have to conform to the 
sound principles of costs and profits 
involved in the process of their activi¬ 
ties. 

Conditions of production may be 
different in public and private enter¬ 
prises, but products produced by them 
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Table I 

PATTERN OF INVESTMENT IN PUBLIC ENTERPRISES 
(Industry-wise as in 1964-65 and 1967-68) 

(rupees in crores) 


Industry 1964-65 1967-68 


Steel 

890 

1179 

v 

| 82.1% of total 


Engineering 

355 }■ investment 
| 

833 

Chemicals & fertilizers 

198j 

350 

Petroleum 

241 

378 

Mining Sc mtbferals 

158 

273 

Aviation Sc shipping 

101 

143 

Trading 

19 

71 

Miscellanous 

59 

81 

Financial institutions 

6 

7 

Total 

2307 

3333 


82.2% of total 
► investment 


Source: Lok Udyog: December 1969; Bureau of Public Enterprises, Mi¬ 
nistry of Finance, Government of India. 


Table II 

THE LEVEL OF EMPLOYMENT AND PROFITABILITY OF PUBLIC 

ENTERPRISES 


Strength of employees of the undertaking Profits (after depreciation but 

before interest and taxes) on 
capital employed 
in per cent 


1965-66 1966-67 1967-68 


2500 and below 

14.7 

16.8 

9.8 

2501 to 10,000 

4.6 

8.4 

5.2 

More from 10,000 

2.8 

1.3 

1.3 


Source: Lok Udyog: January 1970; Bureau of Public Enterprises, Minis¬ 
try of Finance, Government of India. 
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are sold in the same market and to 
the same consumers. Thus as a 
seller, public sector cannot neglect 
this important factor in determining 
the price which is remunerative enough 
to cover cost and provide some surplus 
for plough-back. Public enterprises 
have to determine their pricing policy 
vis*a-vis the cost involved on the basis 
of sound economic principles. 

So far as managerial control is 
concerned, inefficiency cannot be con¬ 
doned on any ground. Lack of co¬ 
ordination in production processes and 
the lags involved due to managerial 
inefficiency add to costs and reduce the 
returns on investment. This has hap¬ 
pened in most of the public enterprises 
and public accounts committees have 
very often drawn attention to this fact. 
For instance in the case of Bokaro Steel 
Plant, 5 delay in procuring supplies 
from HEC and Mining and Allied 
Machinery Corporation has considera¬ 
ble delayed commissioning of the plant, 
involving an escalation in its costs by at 
least Rs 105 crores. Failure to procure 
adequate supplies of refractories too 
has resulted in the escalation of loss 
to Rs 122 crores. 

Recurring Loss 

According to investigations made by 
the Fertilizer Corporation of India/ 
every day of delay in the extension of 
the fertilizer project results in the ca¬ 
pital cost going up by 0.05 per cent and 
reduces correspondingly productivity for 
all time to come. Every one per cent de¬ 
crease in production from rated capa¬ 
city reduces return by four per cent. 

Thus to get adequate returns from 
public enterprises, the managerial effi¬ 
ciency and pricing mechanism have got 
to be at least on a par with private 
enterprise in spite of the fact that there 
are some inherent factors which are 
peculiar to public enterprises only. 

The problem in India is not only deve¬ 
lopment but also requisite returns from 
public sector undertakings . It will not 
be correct to separate public sector 
undertakings from public activities m 
general. The morale of public activities 
is at a low level at the moment and, 
therefore, returns to public sector under¬ 
takings form a part of diminishing 
returns accruing in the case of all the 
public activities involved in a process of 
economic development. Public invest¬ 
ment is not only as beneficial econo¬ 
mically and socially as private invest¬ 
ment, but it has to play a special role 
m promoting economic development. 
Mrs Robinson rightly remarks that 
“the argument that public investment, 
however beneficial , must be less eligible 
from national point of view then any 
private investment, merely because it 


is public, has no logical basis—it is just 
a hangover from laissez faire ideology." 

Hence in evaluating ihe performance 
of public enterprises, it is essential to 
lay down the basic principles (which 
have not been laid down so far) Govern¬ 
ing economic and financial obligations 
of public sector enterprises. Once 
this is done the comparison, if at all 
it is to be attempted, between public 
and private enterprises will be moie 
meaningful, relevant and instructive. 
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WINDOW ON THE WORLD 

EEC’s Talks with EFTA and Others 

JOSSLEYN HENNESSY 


LONDON. 

1 

A PROGRESS REPORT 

Eire 

The most important outcome of the 
recent meeting between the EEC and 
the Irish was agreement at ministerial 
level to give continued protection to 
the Irish Republic’s motor vehicle 
assembly industry for 12 years after 
EEC entry, i.e. until 1985. Under the 
so-called “car import scheme”, 
manufactured cars are to a large ex¬ 
tent imported by a limited number of 
companies which have undertaken to 
maintain their 1965 assembly level. 
Thus Eire’s motor industry is at present 
protected against competition from 
fully assembled vehicles. 

The Six had initially proposed that 
protection should be dismantled over 
seven years. Many of the firms aifected 
are British companies established in 
Eire. It was further agreed that any 
discrimination between them and ini- 
porter-assemblers from the EEC should 
be abolished after entry, quotas to be 
eliminated immediately and tariff 
preferences one year later. Also im¬ 
mediately on entry, Eire is to open an 
overall quota for EEC car firms which 
do not yet participate in the import 
scheme. This quota will be three per 
cent of the vehicles assembled in Eire 
during the first year of EEC member¬ 
ship, and will be increased by one per¬ 
centage point in each subsequent year 
until it reaches 15 per cent in 1984. 
The quota rate of three per cent is 
equivalent to 1,500 cars a year spread 
among 10 firms. The Community 
agreed to make a sub-division of the 
overall quota into categories of heavy 
and light vehicles. 

The EEC also approved Eire's conti¬ 
nued application of its anti-dumping 
system on imports from EEC partners 
or third countries over the five-year 
transition period. 

Irish Contribution to EEC 

During the ministerial meeting of July 
12, Eire's Foreign Minister, Mr Hillary, 
accepted the budget contribution plan. 
The same mechanism has been adop¬ 
ted as for the UK contribution. Eire’s 
present share in total GNP of the 10 
countries of the enlarged Community 
has been established at 0.6 per cent. 
Based on this ’Toy" but at a reduced 


rate, the actual contributions to be paid 
over the transition period will be: 0.27 
per cent of the total Community budget 
in 1973; 0.336 per cent in 1974; 0.40 
per cent in*1975; 0.477 per cent in 
1976; and 0.552 per cent in 1977. 
With an estimated $3,000 million budget 
in 1973, Eire’s initial contribution 
would amount to $3.5 million. 

The main issues still to be settled are 
regional development aids, transitional 
exemptions from the regulations on free 
movement of labour and, as with the 
other applicant countries, the enlarged 
Community's fisheries policy. 

Negotiations with Denmark 

In June and July, Denmark’s negoti- 
lions with the EEC ran smoothly and 
problems still to be settled are either 
technical or concern the fisheries prob¬ 
lem, which remains unsolved. 

Although Denmark would have pre¬ 
ferred a shorter transition to full mem¬ 
bership, it accepted the principle of 
five years, as negotiated between the 
EEC and the UK. Danish ideas on 
liberalising capital movements are close 
to the British and, as a result, the time¬ 
table is in line with that of the UK. 
For the Faroe Islands and Greenland, 
Denmark is seeking exemptions in the 
framework of the common fisheries 
policy. 

Danish Contribution to EEC 

The mechanism designed for the UK 
contribution will also apply to Den¬ 
mark, whose share in the enlarged 
Community's GNP is calculated at 2.42 
per cent. The gradually increasing 
contribution to the EEC budget over 
the transition years will be: 1.089 per 
cent in 1973; 1.355 per cent in 1974; 

1.633 per cent in 1975; 1.924 per cent 
in 1976; and 2.226 per cent in 1977. 
At an estimated $3,000 million budge 
in 1973, Denmark’s contribution would 
be $32 million. 

Norway: Problems Unsettled 

Negotiations between the EEC and 
Norway are less advanced than with 
the other three applicants. Problems 
in agriculture and fisheries, which in 
Norway’s case call for special solu¬ 
tions, are still under discussion. Nor¬ 
way is adamant in defending its 12-mile 
zone against “intrusion” by other 
EEC fishermen. On the terms for 
ECSC entry, Norway still seeks to main¬ 
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tain control over its scrap exports for 
years but the Community has so far only 
conceded two years. 

At a ministerial meeting held on July 
27, the liberalisation of capital move* 
ments between Norway and the other 
EEC countries was arranged on the 
same lines as for the UK time-table. 
Norway has, however, obtained two 
years’ reprieve for liberalising sales 
of stocks by foreigners on its stock ex¬ 
changes, because it considers Nor¬ 
wegian securities undervalued. 

Norwegian Contribution to EEC 

This will be calculated in the same 
way as agreed with the UK and the 
EEC. Based on its share in the GNP 
of the enlarged Community assessed 
at 1.66 per cent, Norway’s contribution 
in 1973 will be to 0.747 per cent of the 
EEC budget, gradually rising to 0.929 
per cent in 1974, 1.12 per cent in 1975, 
1.319 per cent in 1976 and 1.527 per 
cent in 1977. At an estimated EEC 
budget of $3,000 million in 1973, Nor¬ 
way's contribution would be $23 mil¬ 
lion. 

11 

THE FUTURE OF E.F.T.A. 

Since three EFTA members (the 
UK, Denmark and Norway) are nego¬ 
tiating with the EEC, the six other 
EFTA countries (Austria, Iceland, 
Portugal, Sweden, Switzerland, and 
associate member Finland) which do 
not seek EEC membership, presented 
their view on future relations with an 
enlarged Community to the EEC Coun¬ 
cil of Ministers last November and 
have remained in touch with Brussels 
and with individual EEC member go¬ 
vernments. Only now, after the most 
crucial issues of the EEC-UK negotia¬ 
tions have been settled and talks 
with the other applicant countries 
also seem to be going successfully, have 
the first moves been made to clarify 
the future of the non-applicant EFTA 
countries in negotiations expected to 
start early in 1972. 

The Council of Ministers, held on 
July 26-27, 1971 discussed two formulae 
proposed by the Commission as possibi¬ 
lities for future links with these EFTA 
countries. The first formula was to 
maintain the status quo for two years 
after signature of the treaties of the ap¬ 
plicant countries and decide only there¬ 
after on the future of EFTA. Most of 
the non-applicant EFTA governments 
had made it known that they disliked 
this formula. The ministers yielded to 
this and agreed on the second formula, 
which provides for a free trade zone for 
industrial goods between all EEC and 
EFTA countries over five years to run 
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simultaneously with the transition 
period agreed between the EEC and 
the applicants for full membership. The 
Commission proposal excludes prefe¬ 
rential arrangements for agricultural 
goods. 

Even for industrial goods the present 
Commission proposal envisages ex¬ 
clusion of some products from the free 
trade ftrmula. In the Commission’s 
view, special more restrictive arrange¬ 
ments should cover watches and clocks, 
iron and steel products, woodpulp and 
paper. Since such restrictions would be 
against the interests of Austria, Switzer¬ 
land, Sweden and Finland, they will 
be crucial issues in future negotiations. 

While the Commission proposal ex¬ 
cludes free trade in agricultural pro¬ 
ducts, some EEC member states — 
notably Italy and the Netherlands — 
actually show interests in free exchange 
of at least some agricultural products. 
These member states obviously hope 
that they may expand their agricultural 
exports to Austria, Switzerland and 
Finland. Of EFTA countries, Austria 
is especially interested in getting agri¬ 
cultural products included in any free 
trade arrangements. Here is a vital 
open question to be settled. 

Reactions in EFTA Countries 

Austria, was pleased with the EEC 
proposal to create a free trade zone, 
since this corresponds largely to Aust¬ 
ria’s initial request for co-operation 
with the EEC put forward in the 
late 1950s, Austria would, however, 
not like to see the free trade zone limi¬ 
ted to industrial goods but extended to 
agricultural products. Austria is also 
against any exceptions in liberalising 
trade in industrial goods. On the whole, 
Austria has reason to be satisfied with 
the EEC’s attitude at the moment, for 
the text of an interim agreement, pend¬ 
ing a final solution of the co-operation 
problem, is practically complete. As a 
result, Austria hopes that the interim 
agreement, involving tariff reductions of 
30 per cent for industrial goods may 
come into force as early as January, 
1972. 

For Switzerland, the solution pro¬ 
posed by the EEC has been a pleasant 
surprise. Only a few years ago such a 
“tolerant” attitude would not have 
been expected from the EEC. At go¬ 
vernment level, it is hoped that the crea¬ 
tion of a free zone could lead to co¬ 
operation in other economic fields. 

Conversely, the free trade zone for¬ 
mula disappoints Sweden, which hoped 
to get a special arrangement, going as 
far as a customs union. Although the 
EEC Council has conceded that matters 
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such as “harmonisation problems” and 
the “evolutionary nature of the agree¬ 
ments” could be discussed with the 
non-applicant EFTA countries, Sweden 
has to face the fact that it will not 
receive the sort of agreement that it 
wants without full EEC membership. 

No official statements from the other 
EFTA governments are on record. The 
EFTA secretariat is reported to be 
investigating the possibility of carrying 
out further liberalisation measures 
among the remaining EFTA member 
countries, once the applicant countries 
join the EEC. 

Ill 

EJE.C. AND THIRD COUNTRIES 
Latin America 

The most concrete result to the con¬ 
ference between Latin American ambas¬ 
sadors to the EEC and representatives 
of the EEC governments and the Com-' 
mission, planned in response to the 
Buenos Aires Declaration, was a "joint 
declaration” setting out the objec¬ 
tives and procedures of a so-called 
“dialogue mechanism”. (What appalling 
language these bureaucrats invent! 
Why not say “a procedure for talks”?). 

The aims of this “mechanism” bet¬ 
ween the EEC and member countries 
of the Special Commission for Latin 
American Co-operation (CECLA) are 
to examine problems (Query: How 
can a “mechanism” examine any¬ 
thing?!) arising from economic and 
trade relations between the EEC and 
the Latin American countries involved, 
to seek formulae for non-preferential 
trade arrangements, to complement 
(but not replace) contacts at bilateral 
level between Latin American count¬ 
ries and the EEC countries by multila¬ 
teral contacts, and to examine by mu¬ 
tual agreement certain questions dealt 
with by international organisations 
without, however, "interfering in their 
activities”. And if you understand 
what this circumlocutionary jargon 
means, you’re more “with it” than 1 am! 

To this end, a meeting will be held 
between ambass.i adors at least once a 
year and, whenever the need arises, 
meeting will be organised between ex¬ 
perts to study specific problems. More¬ 
over, the ambassadors can propose to 
call a meeting of ministers if they con¬ 
sider that progress achieved justifies it. 

While the “joint declaration” con¬ 
tains an expression of goodwill on the 
part of the EEC governments and readi¬ 
ness to take note of the Latin American 
countries’ economic and trade prob¬ 
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lems, what will emerge from this “dia¬ 
logue mechanism” is anybody’s guess. 

A start has, nevertheless, been made 
in closer co-operation in one instance 
with a trade agreement beiween the 
EEC and Argentina on June 30, 1971. 
Since this agreement is the first to be 
concluded with a Latin American coun¬ 
try. its political and psychological im¬ 
pact may be greater than its actual con¬ 
tents, which are mainly concerned with 
Argentinan exports of frozen meat. 
For this product, the EEC tariff quota 
of 22,000 metric tons at reduced duty 
under GATT will be calculated without 
bones, resulting in an increase of 30 per 
cent in the quota. While Argentina will 
not be the only country to enjoy this 
measure, it will benefit more than any 
other, because its beef exports to the 
EEC account for about 80 per cent of 
the total quota. For frozen beef inten¬ 
ded for processing, the Community 
will apply a levy equal to only 55 per 
cent of the normal levy on imports 
from third countries. 

A positive aspect of the trade agree¬ 
ment is that it leaves scope for extension 
to economic, financial and technical 
co-operation in other fields. Among 
Argentina’s trade problems acknow¬ 
ledged by the Community are its ex¬ 
ports of apples and pears, wine, and 
flax oil. The Community may also faci¬ 
litate capital exports to Argentina. 

a 

Minor Concessions 

In return, Argentina had to make 
some minor concessions, e.g. reducing 
gradually the import deposits to be 
made by EEC exporters and to study 
the problem of flag discrimination in 
sea transport of goods originating 
from the EEC, of which Argentina 
holds the monopoly at present. 

It is expected that the trade agree¬ 
ment will be approved and signed by 
the EEC and Argentina governments 
in time to enter into force on January 
1, 1972. A joint commission will watch 
the functioning of the agreement and 
submit proposals for the further de¬ 
velopment of EEC-Argenlina relations. 
As for meat imports, the EEC Commis¬ 
sion will assess Community require¬ 
ments each year; if market distur¬ 
bances occur a safeguard clause can be 
invoked. 

On July 12, 1971, exploratory talks 
for a non-preferential trade agree¬ 
ment started between the EEC and 
Uruguay. 

Talks with Japan Suspended 

In July, 1971, trade talks between 
the EEC and Japan were suspended 
without progress. The main stumbling 
block was insistence on a “safeguard 
clause” to be invoked if Japanese goods 
flood EEC markets. At present such 
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safeguard provisions are incorporated 
in bilateral agreements between Japan 
and France and the Benelux countries. 
While the Japanese were ready to con¬ 
cede an extension of these provisions 
country-by-country to products to be 
liberalised from current quota restric¬ 
tions, they were unwilling to go any 
further. However, the EEC insists on 


having a single clause covering the 
whole Community, It is planned to 
resume the talks in the autumn. The 
objects is to conclude a three-year trade 
agreement providing for liberalisation 
measures to be taken on both sides. 

Sources and acknowledgements: The 

foregoing summarises, by special 


arrangement, an exclusive report in 
the latest issue of European Trends , 
published quarterly, to subscribers only, 
by the Economist Intelligence Unit, 
27 St. James’s Place, London, S.W. 
1A:INT, but the ElU is responsible 
neither for the emphasis of my summary 
nor for my comments, based on a 
variety of sources. 
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DENA BANK 
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small industries 
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The Prime Minister seems set to col¬ 
lect Doctorates abroad nearly as fast 
as she has been gathering political 
scalps at home. Not being erudite in 
these matters, I do not know who start¬ 
ed—and when and why—this practice 
of honouring or flattering politicians 
by bestowing on them academic dis¬ 
tinctions or titles. The historic aspect 
apart, I see little in this business that 
does credit to any of the parties con¬ 
cerned. It is the kind of transaction 
that blesseth neither the giver nor 
the taker. It is no doubt true that Mrs 
Gandhi is by no means the least deserv¬ 
ing of those who have been compli¬ 
mented in this manner from time to time. 
Then 1 am not discussing here the des¬ 
erts of individual recipients of such 
honours. It is the practice which 1 
deprecate and this naturally provokes 
me to ask why sensible people should 
at all encourage it. If an institution 
of Learning is to award an honorary 
Doctorate or other academic dis¬ 
tinction, this should surely be confined 
to men or women of scholarly attain¬ 
ments. So far as Mrs Gandhi is con¬ 
cerned, she has yet to produce even a 
collection of Letters to Mv Grand¬ 
son’". 


A whole lot of unlikely people has 
been bemoaning the fact that the late 
Nikita Khrushchev or rather his family 
had to be content with a modest fune¬ 
ral for the man who de-Stalinised the 
Soviet Union. It is true that had Khrush¬ 
chev died while still being the Prime 
Minister of the USSR, his passing away 
would have been marked with the pomp 
and pageantry of a grand state funeral 
—assuming, that is. he had died in the 
normal course and not as a victim of 
political assassination. But then would 
the roll of a gun carriage or the bark 
of cannons across the Red Square have 
added very much to the vivid history 
of this amazing man? On the contrary, 
the ceremonies of a state-managed 
national mourning would have been 
wholly alien to the essential character 
of Khrushchev as well as his role in 
the politics of the mid-twentieth cen¬ 
tury. The image of Khrushchev as a 
boastful upstart belongs decidedly to the 
world of political caricature. He was, 
among the leaders of government of 
his times, the least egoistic and it was 
plain for all to see that he was cons¬ 
tantly amazed at his own coming up in 
the world. In the presence of Khrush¬ 
chev, ideology became irrelevant and 


even the great crises of nuclear confron¬ 
tation seemed somehow unreal. What 
mattered was only Khrushchev the man 
who, if he granted no one to be his 
superior, could think of no one as his 
inferior either. It would never have 
occurred to him to ask to be embalmed 
in the Kremlin or prescribe that his 
ashes be scattered over the wheat fields 
of the Ukraine. 

* He 

When Mrs Nandini Satpatliy attempt¬ 
ed a few days ago to explain why the 
Prime Minister’s party had suffered a 
total defeat in the recent by-elections 
to the state legislature in Orissa, I had 
a feeling that 1 had heard all this before. 
Barring allegations of mystery ink or 
doctored ballot paper, her account was 
word for word the same as what we 
had heard on an earlier occasion from 
some of the fallen heroes who had given 
battle to Mrs Gandhi’s party in the last 
general election to the Lok Sabha. I 
rather sympathise with Mrs Satpathy 
because she is just not in a position at 
all to make the charge that American 
chemical technology had taken a hand in 
deciding the results of these by-elections 
in Orissa. President Nixon is so obvi¬ 
ously indifferent to what is happening 
in or to this country that even the most 
fanatical followers of the Prime Minis¬ 
ter would have found it impossible 
to attach any credence to Mrs Satpathy 
had she chosen to allege any American 
subterfuge. 

It follows that the Prime Minister 
would be rather inclined to do a little 
probing herself into the happenings 
in Orissa rather than accept Mrs Sat- 
pathy’s version at its face value. Mrs 
Gandhi may at least be inclined to give 
some thought to the possibility that the 
wave of public enthusiasm for her per¬ 
son or pretensions which had swept her 
and her party into power in a national 
election may not be exempt from the 
laws of hydrodynamics. 

The economic situation in the coun¬ 
try has very considerably deteriorated 
over the last few months and apart from 
the actual stresses and strains to which 
the economy is becoming subject, what 
disturbs the people most seems to be 
the patent absence any policy or 
programme on the part of the govern¬ 
ment to arrest the trends towards higher 
prices, growing shortage of essential 
goods and increasing unemployment. 
On top of this, there are the political 
uncertainties and the anxiety relating 


to national security arising out of the 
refugee influx and the continuance of 
unsettled conditions in West Bengal. 
I am not suggesting that the voters in 
the by-elections in Orissa were parti¬ 
cularly aware of these larger national 
pressures, but L would certainly argue 
that there has been an instinctive loss 
in Orissa as elsewhere in the country 
of some part of the popular trust in or 
respect for the capacity of Mrs Gandhi 
and her party to deliver the goods, 
which was expressed by the electorate 
earlier this year. Unfortunately, there 
are no signs yet of sufficient constructive 
resilience on the part of democratic 
opposition parties to act together (or 
to act separately but effectively) to 
organise a counter-thrust to the ruling 
party, whether in Parliament or public 
debate. If the Orissa by-election results 
could help to correct the situation, it 
would be serving a truly national cause. 


The latest threat of a shortage is 
the one that has come from the Posts 
and Telegraphs Department. It appears 
that, thanks to the inadequacy of gov¬ 
ernment’s printing facilities, a shortage 
of postal stationery is developing. This 
would certainly make life a little more 
difficult for all and sundry. A shortage 
of small coins has been with us for quite 
some time. For this, the melting down 
of coins by operators seeking to benefit 
from the higher commercial value of 
the metallic contents of our coinage has 
been blamed. While there is some sub¬ 
stance in this complaint, Mr M, R. 
Pai, Hony Secretary of the Bombay 
branch of the All-India Bank Deposi¬ 
tors’ Association, has raised the ques¬ 
tion whether there is not a basic im¬ 
balance between the supply of coins 
and the legitimate public demand for 
them. He points out that whereas in 
1956 coins constituted 3.9 percent of 
the total stock of currency, they amount¬ 
ed barely to 2.8 per cent of the total 
stock of currency in June 1971. He 
argues that, even if the tempo of eco¬ 
nomic activity is assumed to be the 
same in 1971 as it was in 1956, the 
coin requirements of the public would 
now be around Rs 180 crores as against 
the available supply of Rs* 133 crores. 
At the present level of minting of new 
coins, the coin shortage, he calculates, 
is likely to last for more than two and 
a half years. 

V.B. 
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Trade 

I.F.C. 

Mr C. D. Khanna, Chairman, the 
Industrial Finance Corporation of India, 
stated at the annual general meeting 
held recently that the Corporation, for 
the first time, had declared a maximum 
dividend of live per cent permissible 
under the IFC Act for the year ended 
June 30, 1971. The Corporation dis¬ 
closed an income of Rs 13.46 crores for 
1970-71 compared with Rs 12.82 crores 
for the year before. After making 
provision for taxation to the extent of 
Rs 2.37 crores, the Corporation regis¬ 
tered a net profit of Rs 2.10 crores. The 
reserves now aggregate Rs 14.24 crores 
against the paid-up capital of Rs 8.35 
crores. The total financial assistance 
sanctioned during 1970-71 (July to 
June) aggregated to Rs 35.32 crores to 
61 industrial units, compared with Rs 
19.38 crores sanctioned lor 49 indust¬ 
rial units during the previous year. 
Disbursements totalled Rs 17.35 cror- 
cs, of which cash disbursements, i.e. 
excluding guarantees issued, amounted 
to Rs 17.15 crores. Disbursements on 
foreign currency loans registered a 
sharp increase from Rs 1.69 crores to 
Rs 3,10 crores. The projects assisted 
during 1970-71 covered a wide range of 
industries, including priority industries 
like alloy steels, tractors, cement and 
aluminium. Other industries which 
were sanctioned substantial assistance 
were sugar, synthetic fibres, iron and 
steel, electrical machinery, cotton tex¬ 
tiles and metal products. 

Mr Khanna pointed out that an assis¬ 
tance of Rs 1.80 crores was approved 
for two public sector projects under 
the recent policy decision to make 
public sector undertakings eligible for 
assistance from all-India financial 
institutions. Financial assistance to 
industrial co-operatives, specially sugar 
ant! cotton textiles, was an important 
feature of the Corporation's operat¬ 
ions. Dp to June 30, 98 industrial co¬ 
operatives were sanctioned assistance 
totalling Rs 77.31 crores, of which Rs 
65.59 crores have already been dis¬ 
bursed. The Corporation also extend¬ 
ed sizeable financial assistance to in¬ 
dustrial projects in areas regarded as 
industrially less developed or back¬ 
ward. In order to meet its increasing 
commitments and to reduce^ its bor¬ 
rowings from the central government, 
the Corporation raised subscriptions to 
the extent of Rs 4.95 crores by a bond 
issue in November, 1970. The aggre¬ 
gate amount of bonds outstanding on 
June 30, 1971 wasRs 5 7 .69 crores. The 


Winds 

Corporation entered recently the capital 
market again with a cash-cum-con- 
version bond issue for Rs 8 crores. 
The chairman added that in May this 
year, an office of the Corporation was 
opened at Gauhati to serve the states 
of Assam, Nagaland, Meghalaya and 
the union territories of Manipur, 
NFFA and Tripura. A branch was 
opened in Ahmedabad last month. 
There were plans to open offices in 
Hyderabad and Bangalore and four 
other centres. Local advisory com¬ 
mittees had been set up to render more 
effective service to the Corporation’s 
clients. 

JAPANESE IMPORTS 

The Japanese cabinet on Sep¬ 
tember 28, formally approved a plan 
to liberalise the imports of 20 items 
from October 1. The measure will 
reduce the number of items on Japan’s 
import restriction list to 40, about the 
same level as West Germany, which 
retains quota restrictions on the im¬ 
ports of 39 items, it was stated. The 20 
items arc live cattle, live swine, roots 
and tubers of manioc, flour and meal 
of manioc, molasses, sugar confectio¬ 
nery, flavoured sugars, chocolate, bis¬ 
cuits, nectar, ethyl alcohol, lignite, men¬ 
thol, mint oil, dextyine and soluble 
starches, prepared dressing for starch¬ 
ing, steam turbines, electronic, tele¬ 
phonic and telegraphic switch boards, 
and switch units for digital type elec¬ 
tronic computers. 

UREA PRICE REDUCTION 

Shriram Chemicals which was one 
of the first to manufacture PVC resins 
and compounds in this country has 
over the years brought down the price 
from Rs 4500 to Rs 2900 a tonne, ex- 
works, without excise—a 35 per cent 
decrease in a period of seven years 
during which industrial raw materials 
registered a marked increase in prices 
(see table below). 

PVC RESINS—PROGRESSIVE 
PRICE REDUCTION 


Year 

Ex-works price 
Rs/tonnc 

1964 

4,500 

1966 

4,200 

1968 

4,000 

1969 

3,500 

1970 

3,000 

1971 

2,900 

Similarly the price of urea, the most 


popular nitrogenous fertiliser, manufac¬ 
tured at Shriram Chemicals complex 
at Kota has been steadily reduced over 
the past year. Earlier this year, the 
price of Shriram urea was reduced by 
Rs 20 per tonne. This was followed by 
a similar reduction by other manufac¬ 
turers and the government pool. With 
effect from October 1 , 1971, Shriram 
Chemicals has further reduced the price 
of Shriram urea by another Rs 10 per 
tonue. 

This has been made possible by the ad¬ 
vanced production techniques, modern 
marketing methods and better utilisation 
of the installed capacity of the Kota 
unit. It is important to note that while 
the average utilisation of installed capa¬ 
city in urea plants in India in 66 per 
cent, Shriram Chemicals utilisation is 
over 95 per cent. Again, the farmer in 
and around Kota has to pay Rs 824 
for Shriram urea, against Rs 923 per 
tonne fixed as retail price in India by 
the government. 

STUDY OF WHITLEY MACHINERY 

A study team, consisting of seven 
members of the National Council of 
Joint Consultative Machinery for Cen¬ 
tral Government Employees will be 
leaving for the United Kingdom to study 
the working of the Whitley machinery. 
The team will also visit West Germany 
and Geneva to study matters relating 
to employer-employee relations. Mr 
A. P. Sharma, MP, will be the leader 
of the team. 

JUTE CORPORATION 

The union Minister of Foreign Trade, 
Mr L. N. Mishra, declared that the 
government would not hesitate to con¬ 
vert support prices of jute into floor 
prices and fix them on a statutory basis 
under the Essential Commodities 
Act and rigorously enforce the price 
level if growers continued to be deprived 
of the benefit of the support price. 
The union minister was formally inau¬ 
gurating the Jute Corporation of India 
on September 25 at Calcutta. He stated 
that this year, in the light of the recom¬ 
mendations of the Agricultural Prices 
Commission and keeping the growers’ 
interest in mind, the government had 
announced support prices of Rs 42.50 
per maund of Assam Bottom jute, Rs 
2.5 more than the last year’s level. 
The Jute Corporation of India, Mr 
Mishra said, had an important role to 
play not only in relation to the jute 
grower but also to the industry. The 
Corporation would make a contribution 
towards a more stable development of 
jute production. In brief, it would 
combine in itself the functions of jute 
marketing organisation, buffer stock 
agency and a development organi¬ 
sation. The Jute Corporation would 
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This is the tyre that was built taking into account the most demanding 
driving requirements. A tyre that can ride smoothly on even rough road 
surfaces. Can withstand the heat of summer, and provides the safety you 
need on wet monsoon roads. Can take the wearand tear of frequent stopping 
and starting. 

You get all this toughness in a Firestone tyre, because of exclusive Triple- 
Strength Construction —that’s a special method of bonding the tread to the 
tyre, reinforcing the sidewalls and insulating the cords. 


When you want more kilometres and greater safety for your money—you 
need ‘The Strong One’ from 




Sold throughout India— 

See your Firestone dealer today. 


Recommended Firestone Passenger Car Tyre 
Retail Prices 

Ambassador 5.90-15 While Biack 5 PR —Rs 174.99; 
5 90-15 Black 6 PR— Rs 155 39. • Torino Taxi Spfeoal 
5.90-15 Black 6 PR-Rs 170 92. • Fiat 5.20-14 White 
Black 6 PR—Rs. 149.99, * Standard 5.60-13 White 
Black 6 PR— Rs. 164.57. 5.20-13 While Black 6 PR — 
Rs. 15995 * Wtliys Jeep 600-16 GGND 6 PR- 
Rs. 221 13.(Sales Tan A Local Ta*es extra) 


fOCMfc-W-24 lC)R 





658 


EASTERN ECONOMIST 


October 8, 1971 



7years old 
ana tougher , 
than they come 

Because nothing but the best will do for Gujarat Steel 
Tubes. Our insistence on quality begins with the raw material. 
Follows right through to the finished product. Our tubes 
have a reputation that finds them ready acceptance ta 
35 countries all over the world. 

Our talented young staff design and fabricate the machi¬ 
nery we use. And are planning our future—increased pro¬ 
duction, a bigger range of tubes and pipes, better housing 
and amenities for our workers 

We started with advantages the enthusiasm and enter¬ 
prise of youth Sound technical know-how. An uncompro< 
tnising dedication to quality All of which enabled us to 
declare a dividend in our first year ol production. 

Since 1966 we have doubled our sales. And added the 
most modern welding technique—TUFFWELD—high 
frequency induction welding. Today we arc one of 73 ex¬ 
port houses recognised by the Government of India. 

We look forward to the future with confidence. A con¬ 
fidence born of achievement. The trust of our dealers. The 
Satisfaction of customers. Above all, the unsurpassable 
^ quality of our products. 



GUJARAT STEEL TUBES LIMITEO, 
Sank pf India Bldg., Bhadra, Ahmedabad 1 


GST Q.2A.7I 


October 8* 1971 


EASTERN ECONOMIST 


659 


also have to play an effective and useful 
role in the export trade of jute goods. 

HIMACHAL FINANCIAL CORPN. 

Himachal Pradesh Financial Cor¬ 
poration, during the year ended March 
31, 1971 extended substantial financial 
assistance to industries in the state. 
The total amount of loans which was 
outstanding at the end of last year 
amounted to Rs 27.70 lakhs and the 
same has now gone up to Rs 77,68 
lakhs. The Corporation had disbursed 
an amount of Rs 28.94 lakhs 
since its inception till the close of 
the last financial year, whereas 
during the year under review alone, 
it has been able to disburse Rs 53.79 
lakhs. The net profit has increased 
from Rs 1.07 lakhs to Rs 2.9 lakhs. 
After making a provision of Rs 1.10 
lakhs for payment of taxes and Rs 
76,706 to reserve fund and special 
reserve fund etc., a sum of Rs 1.05 
lakhs is available for meeting the guar¬ 
anteed dividend. 

The total amount of loans sanctioned 
since the inception of the Corporation 
is Rs 151.68 lakhs and the amount of 
loan disbursed is Rs 82.73 lakhs. The 
liberalized policy of granting loans to 
transport industry taken up during this 
year for the industrial development of 
the hilly region was much appreciated, 
and the small industrialists of this state 
came forward to avail themselves of 
financial assistance- For this purpose, 
the Corporation needed more funds. 
The state government, subscribed this 
year to the entire increase of paid-up 
share capital of the Corporation to the 
tune of Rs 15.00 lakhs thus raising the 
paid up capital to Rs 50 lakhs. The 
Reserve Bank of India also advanced 
Rs 21.00 lakhs against ad hoc bond of 
the face value of Rs 23.50 lakhs which 
was required for meeting the commit¬ 
ments of the Corporation. This year 
also witnessed the availing of refinance 
amounting to Rs 15.70 lakhs from the 
Industrial Development Bank of India 
which amount was made available with 
handy facility. 

TENTH STATE FARM 

The tenth farm of the State Farms 
Corporation was inaugurated near 
Changam, North Arcot district, Tamil 
Nadu on October 2, The farm will 
have an area of 10,000 acres. Irrigation 
will be from about 150 open wells fitted 
with pumping sets and some additional 
open well tubewells. It will be a fully 
mechanized farm like other central 
state farms elsewhere. The entire crop¬ 
ping area is expected to be reclaimed 
and brought under cultivation by 1974- 
75. Crops like hybrid jowar, pulses, 
sugarcane and paddy would be grown 
during JChariff season and groundnut. 


bajra, jowar, til, cotton and pulses 
would be grown during Rabi under 
irrigated conditions. 

INAUGURATION OF REFINERY 

Nagpal-Ambadi Petro-Chcmical Re¬ 
fining Ltd was formally commissioned 
recently. This Rs five-crore plant set 
up to manufacture specialty products, 
using feedstocks obtained from the 
Madras Refinery at Manali, has the 
technical know-how of Witco Chemical 
Corporation of the USA. The Indian 
Institute of Petroleum has also 
been responsible for preparing the 
tender documents, evaluating bids and 
assisting in the selection of engineering 
contractors. They have also conducted 
laboratory investigations to find solu¬ 
tions for the problems in using Madras 
Refinery feedstocks for the production 
of the desired end products. Nagpal- 
Ambadi are presently licensed to pro¬ 
duce, per annum, 15,000 tonnes of 
transformer oil, 8,000 tonnes of spe¬ 
cialty oils such as pharmaceutical oils, 
agricultural spray oils, white mine¬ 
ral oils, petrolatums and petroleum 
sulphonales and concentrates, and 
16,500 tonnes of oleum for captive 
use. 

NEW SPTNDLES 

The Committee of the Indian Cotton 
Mills’ Federation at its recent meeting 
presided over by Mr Tej Kumar Sethi 
Chairman, considered the government’s 
proposal to allow uneconomic units 
having less than 25,000 spindles to bring 
up their spindleage to 25,000. If im¬ 
plemented, this suggestion will mean 
an addition of 2.5 million spindles to 
the already existing capacity of nearly 
18 million spindles and a correspond¬ 
ing increase in the demand for cotton. 
The committee was, therefore, of the 
view that the government should imme¬ 
diately take steps to intensify its efforts 
at increasing the domestic production 
of cotton and also make sure that it 
would be able to arrange for adequate 
imports of cotton to cover the gap 
between the demand for cottoy tnd the 
supply of domestic cotton available 
for mill consumption. 

TRADE CONSULTANCY SERVICE 

The Indian Institute of Foreign 
Trade has decided to launch a consul¬ 
tancy service. According to the annual 
report of the institute for 1970-71 
released recently, faculty members and 
other specialists of the institute would 
provide services to enterprises of indus¬ 
try and trade on consultancy basis. 
Consultancy assignments will be taken 
in specific fields such as for selection 
of production for exports, identifica¬ 
tion of export opportunities, processing 
and excuting export orders, setting up 
of export department and documenta¬ 


tion. The report stated that the 
institute, in its life of seven years, 
has attained a high level of expansion 
and diversification in the fields of its 
specialisation and has developed a wide 
range of services which it provides to 
the trade and industry and to the 
central and state governments. 

ALITALIA 

Alitalia announced that from next 
year it proposed to operate between 
Italy and Japan on the tran-Siberian 
route from Rome to Tokyo and Mos¬ 
cow. With the introduction of the new 
route the flight time from Italy to 
Japan will be four hours less than the 
present one. 

A.R.C. 

The Agricultural Refinance Corpo¬ 
ration, during the year 1970-71, sanc¬ 
tioned 100 schemes involving financial 
assistance of Rs 62.15 crores, the Cor¬ 
poration’s commitment being Rs 53.92 
crores. The amount drawn by the 
financing institutions during the year 
from the Corporation was of the order 
of Rs 30.62 crores as against Rs 28.60 
crores drawn during the previous year. 
Thus, as on June 30, 1971 the Corpo¬ 
ration had sanctioned 458 schemes in¬ 
volving financial assistance of Rs 293 
crores, of which the commitment of 
the Corporation was Rs 249 crores. 
The total refinance ^vailed of from 
the Corporation as on June 30, 1971, 
amounted to Rs 89,71 crores and 
formed 71 per cent of the Corporation’s 
commitment up to the end of the year 
1970-71 as against 64 per cent at the 
end of 1969-70. Thus, the gap between 
commitments and utilisation is narrow¬ 
ing. The expansion in the activities of 
the Corporation enabled it to earn a 
surplus of Rs 13.75 lakhs after meet¬ 
ing tax and dividend liabilities amount¬ 
ing to Rs 55.61 lakhs The distribu¬ 
tion of the 458 schemes sanctioned by 
the Corporation, scheme-wise, was as 
follows: development of minor irri¬ 
gation works 237; development of plan¬ 
tations and orchards 138; development 
of land 43; farm mechanisation 10; 
development of fisheries 10; poultry 
farming 7; construction of storage faci¬ 
lities 6; soil conservation 2 and dairy 
development 5. 

INDUSTRY IN BACKWARD AREAS 

The union government has made 
a provision of Rs five crores under the 
fourth five-year Plan for giving 10 
per cent outright grant/subsidy to 
industrial units to be set up in selected 
backward areas. The grant will be 
given to those industrial units whose 
total fixed capital investment will be 
less than Rs 50 lakhs. The units will 
have to get themselves registered 
with the state department concerned. 
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HINDUSTAN TELEPRINTERS 

Hindustan Teleprinters Ltd recorded 
sales for the year ended March 31, 
197!, to the extent of Rs 345.49 lakhs 
as against Rs 341.95 lakhs during the 
previous year, in spite of the lowering 
of the price of a unit teleprinter, stated 
Mr KripaJ Singh, chairman of the 
company. Although the total despatch¬ 
es for the year amounted to 5040 units 
of teleprinters as against 5079 units 
during the previous year, increased sales 
were possible through a substantial in¬ 
crease in the supply of spares to the 
extent of Rs 54,52 lakhs as against the 
target of Rs 40 lakhs. The company 
recorded a profit of Rs 53.78 lakhs. 
The chairman pointed out that the 
company was able to repay to its colla¬ 
borators, Olivetti, a sum of Rs 30 lakhs 
in respect of deferred credit received 
from them so that the outstanding 
amount at the end of the year was re¬ 
duced to Rs 147 lakhs. The directors, 
he added, had recommended a divi¬ 
dend of 121 percent on equity capital 
for the year 1970-71. 

Mr Kirpal Singh stated that the com¬ 
pany had completed its first decade and 
during this period had registered re¬ 
markable progress. The rate of produc¬ 
tion had increased from the initial 
target of 1300 unit teleprinters to over 
5500 units after the expansion pro¬ 
gramme. The range of products has 
been extended to cover not only all the 
varieties of machines and attachments 
included in the original agreement with 
the collaborators but also some new 
items designed by the company. The 
foreign exchange content of the ma¬ 
chines had been brought down to a level 
of just three per cent by value in com¬ 
ponents and nearly six per cent by value 
in raw materials. The company, he add¬ 
ed has been laying great deal of empha¬ 
sis on research and development so 
as to keep pace with the latest develop¬ 
ments in telecommunications and allied 
fields elsewhere. Development work has 
been in progress in the matter of re¬ 
designing the present machine for a 
more streamlined appearance as well as 
for incorporating the tape transmission 
and perforating attachments. 

STATE TRADING CORPORATION 

State Trading Corporation has achiev¬ 
ed a rare distinction of preparing its 
provisional performance accounts this 
year on the day the year was complet¬ 
ed, Its provisional results compared 


quite well with the final results, which 
have been announced by the chair¬ 
man, Mr Prakash Tandon; in a state¬ 
ment prepared for the annual general 
meeting held recently. This reveals a 
high level of efficiency the company has 
attained, whereby its management is 
able to set before itself the objectives 
for the next year through its proposed 
budget. Such a system of knowledge, he 
pointed out, gave management some 
control over its destiny. The manage¬ 
ment that knew that its purchases or 
sales were going wrong within a week or 
within a month could definitely employ 
correctives. Those who watched their 
progress after longer periods of time 
did not have that advantage. This consi¬ 
derably reduced the risk of failure in the 
case of STC. As a direct consequence 
of the introduction of this accountability 
system and the financial discipline, the 
Corporation was able to achieve bene¬ 
fits in economies and ran a business of 
the order of Rs 217 crores and recorded 
a profit of Rs 6.40 crores. Mr Tandon 
added that the Corporation had increas¬ 
ed its equity capital from Rs two crores 
to Rs seven ero.es and proposed to raise 
it to Rs eight crores through successive 
bonus issues. 

Mr Tandon pointed out that a three- 
Jayered definition of accountability— 
internal, external and public—was neces¬ 
sary for the efficient running of this Cor¬ 
poration. Internal accountability serv¬ 
ed as an instrument of knowledge and 
control by management, who in their 
appraisal were their own best judges 
and worst critics. Externally, it would 
also be the instrument of control by 
those to whom the enterprise was res¬ 
ponsible. To industry and public at 
large it would be the means of commu¬ 
nicating the enterprises" activities and 
results. 

RAMON AND DEMM 

For the third year in succession 
Ramon and Demm Ltd has maintained 
a high rate of growth so that its turn¬ 
over doubled from Rs 1,16 crores in 
1969-70 to Rs 2.39 crores during the 
year ended March 31, 1971, stated Mr 
H.K. Shah, chairman, while addressing 
the annual general meeting of the com¬ 
pany recently. Gross profit fpr the .year 
amounted to Rs 1.05 crores as against 
Rs 16.56 lakhs in the previous year. 
After making provision for depreciation 
to the extent of Rs 25.49 lakhs and creat¬ 
ing a development rebate reserve of 
Rs 45 lakhs, the company had a net pro¬ 


fit of Rs 34.90 lakhs. The chairman 
stated that the company was able to 
write off the accumulated losses. He 
added that fine performance was essen* 
tially due to the high level of the com¬ 
pany’s technical and managerial skill 
and secondly due to the perfection of 
its products. The company, he added, 
was able to utilise its plant capacity 
to a fair extent. 

The company has already obtained 
an import licence under which certain 
balancing plant and equipment will be 
imported which will increase the pro¬ 
duction capacity to 650 tonnes per 
annum. However, as this small increase 
in capacity will not be enough to take 
care of the heavy demand, the manage¬ 
ment has under consideration a proposal 
for the further expansion oflhe capacity 
of the company’s plant at Thana. This 
expansion is expected to more than 
double the existing production capacity. 
The value of orders on hand was about 
Rs 3.50 crores. Mr Shah hoped that the 
results for the current year would 
not fall short of expectations. With 
the proposed increase in the output of 
both passenger and transport vehicles 
in the fourth five-year Plan, the demand 
for automobile gears and transmission 
drive assemblies, both for original 
equipment and replacement purposes, 
was bound to increase. 

HEAVY ELECTRICALS 

Heavy Electricals (India) Ltd Bhopal, 
achieved a production of finished pro¬ 
ducts, including major assemblies, of 
the level of Rs 28.66 crores which was 
very near the target of Rs 30 crores, 
during the year 1971. This was revealed 
by Mr O. S. Murthy, chairman of the 
company while addressing the annual 
general meeting held recently. He stated 
that the output exceeded the target 
in established product lines such as 
transformer, switchgear, and capacitors, 
and short-falls occurred in turbines and 
generators, products which were still 
in the development stage. Mr Murthy 
pointed out that the first 120 MW 
steam turbine was manufactured and 
successfully tested in the factory during 
the year. More sets of 120 MW steam 
turbines and generators were in various 
stages of manufacture. These were the 
largest steam turbines so far completed 
in the country. Heavy Electricals also 
manufactured during the year 2500 
KW, 440 V closed air circuit alternator 
with thyristor-fed exciter for the sugar 
industry and a 3000 HP reversing DC 
mill motor for the aluminium rolling 
mills, the largest of its kind made in 
India. A 3000 KVA rectifier transformer 
for manganese oxide plant and capacitor 
voltage transformer for use on 220 KV 
systems were the other achievements 
of the company. Manufacture of high 
speed DC blower motors for traction 



October 8, 1971 


EASTERN ECONOMIST 


661 


application and a 175 KW, 1000 RPM 
class insulated motor with alumi¬ 
nium wound stator was also establish¬ 
ed during the year. 

The company received orders for the 
supply of two units of 120 MW turbo 
generator sets each for Ukai Thermal 
Project in Gujarat and for Santaldih 
Thermal Project in West Bengal. There 
has been a very rapid growth in the 
application of electronics to electrical 
industry in the recent years and it is 
almost impossible today to conceive of 
a power or an industrial drive with¬ 
out electronic control equipment. In 
line with this development, Mr Murthy 
pointed out that the company had made 
a start in the development of pilot scale 
manufacture of some of these equip¬ 
ments for use along with the large 
machines under normal production at 
Bhopal. Within a brief period, the engi¬ 
neers of the company had developed 
and produced voltage regulators (which 
were being imported so far) for use on 
the 1500V DC electrical multiple unit 
coaches of Indian Railways. In an 
effort to minimise dependence on 
foreign know-how, development work 
was also undertaken in collaboration 
with the Central Electronic Engineering 
Research Institute, Pilani, for transis¬ 
torised excitation control equipment 
for the diesel electric locomotive and 
two such proto-types had been success¬ 
fully made and were operating satis¬ 
factorily in service trials for the last 
few months. The 15-year Technical 
Consultancy Agreement with Associat¬ 
ed Electrical Industries Ltd, UK, ex¬ 
pired on November 16, 1970, and it was 
not considered necessary to renew this 
agreement. A separate agreement has 
been, however, concluded with EE- 
AE1 Turbo-generator Company for the 
manufeture of steam turbines of 236 
MW rating for nuclear power stations, 
stated Mr Murthy, 

INDIAN IRON 

Sir Biren Mookerjee, Chairman, the 
Indian Iron and Steel Company Ltd, 
told the shareholders at the annual 
general meeting held recently that the 
basic plant of the company was old, 
though it had been maintained well 
with the available resources and foreign 
exchange. He added that rehabilitation 
of the major units of the-plant require 
great deal of money and the only means 
of providing this money was through 
depreciation charges and whatever was 
transferred to reserve after provision for 
dividends. Under these circumstances, 
he added, it was not possible to declare 
large dividends. He stated that the banks 
which provided the company with 
necessary working capital did not fa¬ 
vour the payment of large dividends 
out of overdrafts. Another important 
factor that stood in the way of increas¬ 


ed dividend was the government's price 
control policy in regard to steel. Where¬ 
as cost of raw materials, freights, con¬ 
sumable stores and labour continued to 
increase it would not be possible to 
maintain profits, he stated. He, there¬ 
fore, stressed the fact that a dividend 
of six per cent which was maintained 
was quite fair under these circumstanc¬ 
es. 

Talking about the proper mainte¬ 
nance of the plant, Sir Biren Mookerjee 
stated that such expenditure always 
paid rich dividends. He added, however, 
that even the best maintenance engineers 
in the world would not be able to pro¬ 
perly maintain a plant if essent ial spare 
parts^ accessories and implements were 
not made available to them in proper 
time. He added that the government 
had to realise the importance of this 
aspect of plant operations. While the 
need to conserve foreign exchange was 
of paramount importance and the need 
to progressively intensify import subs¬ 
titution was equally so, some relaxation 
of these rigid procedures was neces¬ 
sary especially in the case of continu¬ 
ously operating units such as integrated 
steel plants, where delay in obtaining 
essential materials could lead to drastic 
consequences. 

M.M.T.C. 

The Minerals and Metals Trading 
Corporation of India Ltd recorded a 
turnover of over Rs 250 crores during 
the year ended March 31, 1971 as 
against Rs 137 crores during the previ¬ 
ous year, thereby recording a magni¬ 
ficent performance in a single year. 
While expanding its activity to such an 
extent, the Corporation was able to 
manage its activities quite nicely, so 
that it recorded net profit of Rs 1.94 
crores after providing for taxation. A 
dividend of 10 per cent has declared. 
MrS. Ramachandran, chairman, while 
addressing the annual general meeting, 
stated that the rate of growth of exports 
has continuously increased from 11 per 
cent in 1968-69 to 14 per cent in 1969-70 
and to 16 per cent during the year under 
review. Almost all the principal com¬ 
modities that were exported revealed 
increases. Export of iron ore increased 
by 15 per cent, of manganese ore by 
over 20 per cent and of coal and coke 
by over 50 per cent. 

The imports of the Corporation also 
increased substantially which were 
around Rs 145 crores during the year, 
nearly thrice the volume of imports in 
1969-70. The Corporation has also been 
interested in the distribution of essen¬ 
tial raw materials such as steel, non- 
ferrous metals, fertilizers and chemical, 
Mr Ramachandran added that there 
was considerable scope for the Corpora¬ 
tion to make still greater contribution 


through new strategies for import of 
essential raw materials. 

UNIVERSAL STEEL 

Universal Steel and Alloys Ltd, a 
new company with Mr Raunaq Singh, 
managing director of Bharat Steel Tubes, 
as chairman, is entering the capital 
market with a public issue of Rs 30 
lakhs. The subscription list opens on 
October 11. The entire issue is under¬ 
written. The first phase of the project 
is estimated to cost Rs 100 lakhs. The 
promoters, the directors and their 
friends have taken up equity shares 
worth Rs 20 lakhs. The Industrial Fi¬ 
nance Corporation of India has already 
sanctioned a term loan Of Rs 50 lakhs. 
The balance of Rs 30 lakhs is being 
offered to the public for subscription. 
The company is setting up a plant at 
Faridabad for the manufacture of mild 
steel billets with an annual installed 
capacity of 12,000 tonnes. The 
company has applied for an industrial 
licence to increase its capacity to 
25,000 tonnes of special and mild steel 
billets to be subsequently rolled into 
21,000 tonnes of flats, rods and wires. 
In view of the progress already achiev¬ 
ed towards implementation of the pro¬ 
ject, production is likely to com¬ 
mence by May next year. 

ZENITH STEEL PIPES 

Zenith Steel Pipes Ltd has shown 
improved results in the* four months 
from May to August 1971. The sales 
of the company in the four months 
amounted to Rs 329 lakhs as against 
Rs 229 lakhs during the corresponding 
period last year. Similarly, the produc¬ 
tion in these four months amounted 
to 12,300 tonnes, against 9,747 tonnes 
in corresponding period of last year. 
The company had received in the first 
four months of this year 6,280 tonnes 
of steel at the factory, against 
5,262 tonnes during the corresponding 
period last year. A substantial portion 
of steel required this year would be im¬ 
ported. Exports during the first four 
months of this year were 1,486 tonnes, 
against the total export of 6,900 tonnes 
during the whole of last year. The 
profitability of the company would de¬ 
pend entirely on the availability of 
steel for production and also on the 
market conditions. The production of 
the tools manufacturing division was 
improving slowly, but there was subs¬ 
tantial scope for further improvement. 

# 

HINDUSTAN LEVER 

Hindustan Lever announced its de¬ 
cision to pay an interim dividend in 
respect of the year 1971 of 60 paise 
per share (same as for 1970), subject to 
deduction of tax, such dividend to be 
payable on November II, 1971. 
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Reviewed by ACADEMICUS 


T lie ever-widening gap between the 
rich and the poor nations of the world 
emphasises the urgent necessity of ex¬ 
ploring the ways by which modern 
science and technology can help to 
promote economic growth in the less 
developed countries. The Role of Science 
and Technology in Developing Countries 
makes an attempt to deal with this 
extremely urgent problem. The Lester 
Pearson report (‘'Partners in Develop¬ 
ment) lays main emphasis on the 
economic and social development of 
the less developed countries (LDCs) 
and though some wise things have been 
said on the role of science and techno¬ 
logy in that report, this part of the 
treatment docs not go into much detail. 
In a sense therefore this book may be 
said to supplement the Pearson repor|. 

Fascinating Study 

This fascinating study lias arrived at 
some very instructive conclusions. Eco¬ 
nomic growth requires the concurrent 
development of agriculture and industry 
as there is symbiotic relationship bet¬ 
ween the two. It is felt that in the short- 
run industrial growth in the LDCs 
cannot be expected to provide adequate 
employment. The numerical predomi¬ 
nance of the non-urban population 
emphasises the importance of rural 
development if the growing problem of 
unemployment is to be successfully 
tackled- The economic growth of indus¬ 
trialised countries has depended to a 
considerable extent on technological 
innovations backed bv capital invest¬ 
ment. in LDCs innovation has played 
a much smaller role and yapiial in¬ 
vestment largely embodying imported 
technology has been the main source 
of economic development. According 
to the author, while new investment is 
evidently very important for continued 
economic growth, it is the improvement 


and adaptation of indigenous or import¬ 
ed technology and increased efficiency 
in the use of resources in both the agri¬ 
cultural and industrial sectors that 
need immediate attention. By them¬ 
selves neither the availability of scienti¬ 
fic research facilities nor opportunities 
for agricultural and industrial improve¬ 
ment is enough to ensure economic 
progress. What is required, according 
to the author, is a proper co-ordination 
of science, technology and production. 

Stress on Innovations 

In developed countries it is found 
that innovations are promoted by mark¬ 
et pressures for lower costs, newer pro¬ 
ducts or by nationally planned efforts 
to achieve clearly defined targets. In 
LDCs market mechanism is inadequate 
for this purpose and innovations de¬ 
pend more on government initiative and 
efforts. And hence the greater impor¬ 
tance in LDCs of national science 
planning at the highest political level 
with supporting organisation^ to provide 
technical information and advice and 
implement decisions. This implies not 
just a policy of scientific research but 
covers the entire field of developing 
and making the best use of the national 
scientific and technological potential. 
Mere research may be less important 
than strengthening the supporting ser¬ 
vice activities and shaping the general 
altitude of the people and raising the 
general level of productive competence. 

The capacity to absorb imported 
technology depends on the general 
level of skills, a balanced distribution 
of scientific and technological personnel 
and on adequate supply of managerial 
and entrepreneurial talent. According 
to the author, technically-minded entre¬ 
preneurs, cost-conscious managers, 
innovative designers and engineers are 
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likely to be as valuable as research 
scientists in the earlier stages of econo¬ 
mic development. As development 
proceeds, the aim should be to increase 
technological competence so as to lessen 
technological dependence on foreign 
countries. This involves building up a 
network of applied research, develop¬ 
ment and design centres with extension 
and supporting services. The effective¬ 
ness of all these will depend to a large 
extent on good communications within 
the network and externally with the 
productive sectors. This means linkages 
between government, production and 
research centres are very important. 

According to the author, moderni¬ 
sation of agriculture requires the deve¬ 
lopment of technological improvements 
which have been tailored to suit the 
particular ecological circumstances and 
the local farming system and which 
are then proved and demonstrated as 
worthwhile to the individual farmers 
and which finally are ‘sold’ to them in 
conjunction with corresponding attent¬ 
ion to other factors the absence of which 
may hinder their acceptance. It is no 
use borrowing foreign methods whole¬ 
sale and blindly applying them to Indian 
agriculture as was done in the past as 
such an attempt, from the very start, is 
doomed to failure. 

Similarly, to further industrial growth, 
a research organisation needs to do 
much more than research. It must 
take on an entrepreneurial function and 
carry on innovation further towards 
economic exploitation. Supporting 
institutions will be required to help 
select the most appropriate technology 
and to adapt it to suit local needs and 
conditions. 

Best Use 

As regards the choice of technology, 
the author believes that the best use of 
resources in LDCs requires the develop¬ 
ment of both efficient capital-saving and 
efficient labour-intensive techniques. 
This is necessary, if relatively scarce 
capital is to be used more effectively 
and if the vast labour force is to be 
given useful employment. 

What is most important, develop¬ 
ment and social change cannot take 
place without a certain minimum scien¬ 
tific culture in society. Hence it is very 
urgent that science education be intro¬ 
duced as early as possible at primary 
level, taking full advantage of new ap¬ 
proaches developed in recent years, 
though adapting them to suit local cir¬ 
cumstances and needs. Even at the 
university level comparatively few nar¬ 
row specialists will be required, which 
means that the major need is a broad 
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scientific and technological training in¬ 
cluding related social studies. 

This is a delightful book emphasising 
the need of the spread of science and 
technology in the LDCs more rapidly 
than what has been taking place. If 
the relative gap between the per capita 
income in the rich and poor countries 
is to be reduced from the present ratio 
of 20 : 1 to say, 10 : 1 by the year 
2000, i.e, in about 30 years, the net rate 
of increase of GNP of the LDCs will 
have to be raised from the present 2.5 
per cent to 5.5 per cent. This is a stu¬ 
pendous task and the degree to which 
modem science and technology can 
assist this growth process will depend 
on the total amount of investment funds 
available, the fraction allocated to scien¬ 
ce and technology and the wisdom and 
skill with which that knowledge will be 
used. Social reformers and planners in 
LDCs will do well to ponder over this 
subject so ably analysed in this book by 
Graham Jones. 

NO WINE IN NEW BOTTLE 

Dr V. B. Singh writes profusely, if 
not always profoundly, and has now 
added one more book to quite a large 
number of books that he has already 
written or mostly edited. 

According to the author, Theories of 
Economic Development is a critical study 
of the theories as propounded by 
important thinkers in the history of 
economic thought and by contemporary 
economists like Harrod, Domar, Kale- 
eki, Hicks and Kaidor. So much has 
been written on the writings of the past 
thinkers that it is indeed difficult to add 
anything substantially new to what has 
already been said, except by way of new 
interpretations of the old theories in the 
light of new problems which the world 
is facing and in the light of new thinking 
and ideologies which have developed 
since then. There are shellful of excel¬ 
lent books on the subject and in spite 
of the praise showered on the book by 
Prof Dobb, Prof Kalecki and Prof J. 
K. Mehta, this book is not even a patch 
on say a book on a similar subject by 
Robert L. Heilbroner. 

What however appears interesting in 
this book is the author's attempt to 
identify the areas of their relevance to 
developing countries. The panorama of 
economic theories and ideas is a reflect¬ 
ion of changing history and should be 
of relevance to the developing countries 
which are facing various problems even 
as the developed countries faced similar 
problems in the past. 

Thus it is of significance to note that 
the per capita income in the six thou¬ 
sand years preceding the Industrial 


EASTERN ECONOMIST 

Revolution was almost equal in various 
countries of the world. Further, the 
study of political economy as opposed 
to economics as conceived by Robbins 
underlines the role of institutional fac¬ 
tors at a given time and place, since 
economic order is an integral part of 
the social order. This tradition origi¬ 
nated with Adam Smith and was enrich¬ 
ed by Marx, Schumpeter and other 
economic thinkers and we know that 
even an abstract thinker and analyst 
like Ricardo found it expedient to enter 
parliament to shape economic policies 
and help their implementation, while 
Marx considered the capture of state 
power as the pre-condition of the new 
social order. Keynes also assigned a 
positive role to the state in the econo¬ 
mic sphere. According to the author, 
Adam Smith and Marx assigned a vital 
role to agricultural surplus in accumu¬ 
lation and economic development and 
this should be particularly noted by 
developing countries where economic 
development for long was identified with 
industrialisation. All the thinkers have 
emphasised the role of technology in 
economic development. Also, to aug¬ 
ment accumulation and technological 
progress, the choice of the key sector 
and its dominant role in economic deve¬ 
lopment has been a running thread in 
the history of the theories of economic 
development. 

Some of the above implications for 
the developing countries which the 
author is supposed to have drawn from 
the theories of economic thinkers from 
Adam Smith downwards appear to be 
too general and vague. As a fact in 
historical writings it is easy to find what 
one intends to find. The entire treat¬ 
ment in this book lacks focus and in 
view of the incomparably superior mate¬ 
rial on similar subject now available in 
abundance, it is surprising that the 
author should have thought it fit to 
publish in 1971 the material which he 
collected as far back as 1955-56. And 
as regards the complimentary remarks 
on such books by well-known western 
authors, it is now generally understood 
by most of the Indian readers that it is 
more a matter of courtesy on their part 
and therefore not to be taken too seri¬ 
ously and as expression of the real 
worth of a book. 

DEVELOPMENT BANKING 

There is not enough literature on the 
subject and Development Banking in 
India is intended to fill that gap. 
The present study based on the docto¬ 
ral thesis of the author is confined to 
only those development banks in India 
which are fundamentally financial in 
approach and supply financial assis¬ 
tance to the medium and large-sized 
industrial concerns in the private sector. 

The author begins by explaining the 
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theory of financing industrialisation and 
economic growth particularly in deve¬ 
loping countries and the principles on 
which development banks have been 
modelled in various countries, develop¬ 
ed and developing. Tn his analysis, the 
author has done well to include the 
analysis of the various regional deve¬ 
lopment banks such as the European 
Investment Bank, the Asian Develop¬ 
ment Bank, the African Development 
Bank and the Inter-American Deve¬ 
lopment Bank. This is because the 
formation of such regional develop¬ 
ment banks has opened new horizons 
and posed new problems which need 
careful consideration. 

Exhaustive Analysis 

Turning to India, the author has 
fairly exhaustively analysed the funct- 
ioningof the Industrial Finance Corpo¬ 
ration of India, state financial corpo¬ 
rations, the Industrial Credit and Invest¬ 
ment Corporation of India and the 
Industrial Development Bank of India. 
The author analyses their origin, object¬ 
ives and functions, their capital struc¬ 
ture, managerial patterns, their achieve¬ 
ments and their prospects. What is 
more important, he has also suggested 
a number of measures for their improve¬ 
ment. Most of this ground is covered in 
some other books on banking and 
therefore it is the last aspect, namely 
the suggested measures for improve 
ment of these development banks which 
naturally attracts the*reader's attention 
and which is also is the best part of 
the book. 

Dr Sakscna is of the opinion that in 
the present economic context of deve¬ 
loping countries like India, all the deve¬ 
lopment banks in the country should 
provide financial assistance to projects 
in the priority sectors (instead of to 
traditional industries which get most of 
the assistance at present and thus help 
industries which are likely to provide 
substitutes for imports or increase ex¬ 
ports or provide base for agricultural or 
industrial development. 

Also, these development banks, with 
the co-operation of the planning autho¬ 
rities, should aim at balanced regional 
growth of industries. They should 
accord preferential treatment to appli¬ 
cations from relatively backward regions 
of the country by offering them more 
liberal terms of assistance such as lower 
rates of interest, lower margin require¬ 
ments, grant of unsecured loans and 
longer amortisation period. 

The author wants that government 
should give some preferential treatment 
to these development banks in respect 
of taxation. Fiscal concessions should 
be so devised that on the one hand 
there is a substantial reduction in the 
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tax liability, while on the otfier, undue 
dissipation of profits as dividend is not 
possible. The author is also of the 
opinion that government shoiild allow 
these development banks to operate 
more freely by reducing a number of 
restrictions placed on them at present. 

Further, in view of the establishment 
of a multitude of institutions in India for 
providing industrial finance, the entire 
development banking structure in the 
* country appears to be in need of syste¬ 
matic co-ordination and demarcation 
of activities for avoiding duplication of 
work and for achieving maximum utili¬ 
sation of resources. At present the 
Industrial Development Bank of India 
is supposed to do this work of demarca¬ 
tion and co-ordination; but much yet 
remains to be done in this sphere. 

According to Dr Saksena these insti¬ 
tutions instead of merely providing 
financial assistance should also under¬ 
take promotional industrial activities 
for which purpose they should try to 
have technically trained personnel on 
their stall. There are also valuable sug¬ 
gestions in the book regarding simpli¬ 
fication of application forms which at 
present are bafflingly complex, reduction 
of delays at all levels of operation (e.g. 
receipt of application and sanc¬ 
tion and utilisation of funds etc.), 
resource planning by these banks so 
that maximum use is made of their 
limited resources, their capital struc¬ 
ture, regarding lowering rates of inte¬ 
rest, syndicating or joint financing by 
these institutions in the case of big 
industrial projects and regarding uni¬ 
formity of annual reports. 

Large and medium-scale industries 
in the private sector are facing at present 
a number of problems of which supply 
and cost of finance is the most impor¬ 
tant. The conditions in this field are 
almost chaotic and careful attention 
needs to be given to solve this problem. 
Though much of what Dr Saksena has 
provided in this book is already avail¬ 
able elsewhere, yet hLs comprehensive 
review of the functioning of the deve¬ 
lopment banks in the country and his 
useful suggestions for their improved 
functioning make careful perusal of 
the book worth our while. His suggest¬ 
ions for improvement should be care¬ 
fully considered by the authorities con¬ 
cerned in the field of development bank¬ 
ing in India. 

I M F. STAND-BY ARRANGEMENT 

4 

The Stand-by Arrangements of the 
International Monetary Fund by Joseph 
Gold contains clause-by-clause and 
comprehensive examination of the for¬ 
mal, legal and financial characteristics 
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of the stand-by arrangements of the 
International Monetary Fund. 

The stand-by arrangement is a novel 
instrument of international finance. It 
is a decision of the IMF by which 
a member “is assured that, in accord¬ 
ance with the terms of the decision, it 
will be able without further review, to 
purchase the currencies of other mem¬ 
bers from the Fund during a specified 
period and up to a specified amount in 
order to help the member to deal with 
balance of payments problems.” While 
the Articles of Agreement provide ex¬ 
pressly only for direct purchases of 
exchange from the IMF, the stand-by 
arrangement has become the main 
technique for making the Fund’s re¬ 
sources available to its members. 

Decisions Adopted 

In this connection the IMF has adopt¬ 
ed a series of decisions which establish 
the framework within which the Fund 
approves stand-by arrangements. 

Thus a member is not required to 
have an immediate need for resources 
when it requests a stand-by arrange¬ 
ment; the need may arise during the 
period of the stand-by arrangement. It 
is also not essential for a member to 
demonstrate that a need will arise. In 
making each purchase under a stand-by 
arrangement, the member must make 
the same representation as to its need 
for the purchase that it makes when 
requesting a direct purchase. 

In accordance with the principle 
that the Fund makes its resources 
available to members under adequate 
safeguards, a member declares the poli¬ 
cies that it intends to follow and the 
Fund decides whether they justify 
approval of the stand-by arrangement 
requested by the member. This means 
that the stand-by arrangement has be¬ 
come the most effective technique for 
pursuading member countries tq follow 
policies that promote the purposes of 
the Fund. 

The period of a stand-by arrangement 
is normally 12 months, although the 
period has been shorter in a few cases 
because of the seasonal or special 
character of the member's payments 
problem. 

It should be noted that a member is 
not prevented from making purchases 
outside a stand-by arrangement on the 
ground that a stand-by arrangement is 
in existence. Extrinsic purchases may 
be made in the gold tranefie, and if 
available, must be made before any 
purchases or further purchases can be 
made under a stand-by arrangement. 
The Fund may borrow in order to 
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Economic Theory 
and the 

Underdeveloped 

Countries 

H. MYINT 

This book interprets the challenge 
of world poverty in terms of four 
themes. The first 1$ an attempt to 
determine the applicability of 
existing economic theory to the 
economics of the underdeveloped 
countries. The second theme Is 
concerned with the application of 
international trade theory to these 
countries. The third examines the 
relationships between education and 
economic development. The fourth 
theme explores the relationship 
between the internal aspects, 
including economic planning, and 
the external aspects of development. 
To illuminate these themes. 
Professor Myint has thoughtfully 
selected fourteen of his major 
papers from various journals and 
conference volumes. The author is 
Professor of Economics at the 
London School of Economics. 

Paper covers £3.05 


Sterling 

and British Policy 

A Political Study of an 
International Currency 
In Decline 

SUSAN STRANGE 

The blame for Britain's economic 
troubles, the author believes, lies 
much more with politicians and 
officials than with the workers, the 
managers, the consumers who have 
so often been scolded and exhorted. 
This book argues that the main 
failure of recent years has been 
the failure to adept British policy 
quickly enough to the changing role 
of sterling as an international 
currency. R/.M. 80s 


Oxford 

UnivoraKy Pros* 
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finance purchases under a stand-by 
arrangement. 

A member must repurchase from 
the Fund an amount of its own cur¬ 
rency equivalent to each purchase under 
the stand-by arrangement not later 
than three years after the purchase, 
unless the Fund’s holdings of the 
member’s currency resulting from the 
purchase are reduced in some other way. 
The repurchase obligations must be 
discharged in the reserve media and 
in the amounts in which the obligations 
are calculated. 

Since 1952 when the IMF approved 
the first stand-by arrangement for a 
member country, there have been more 
than 300 such arrangements for nearly 
60 countries. Since a stand-by arrange¬ 
ment has become a leading technique 
by which the IMF makes its resources 
available to its members, the students 
of economics and especially of mone¬ 
tary economics would be naturally inte¬ 
rested in knowing the relevant details 
concerning such an arrangement. The 
student of economics will find the reading 
of this book useful as i * throws much 
light on this particular aspect of the 
IMF, 

WAGE POLICY 

The issues involved in wage policy 
and wage determination are of very 
complex nature. These issues are of 
great significance as they have bearing 
on incomes and prices policy. No wage 
policy could be thought of without refe¬ 
rence to principles, practices and proce¬ 
dures followed in wage-fixation at micro- 
levels. Also approaches of trade unions, 
employers, wage-fixing authorities and 
social workers to wage determination 
and wage policy have to be taken into 
consideration. With a view to studying 
all these aspects of this burning prob¬ 
lem of wage policy and wage determi¬ 
nation, the Centre of Advanced Study 
in Economics of the University of 
Bombay organised a seminar and 
published the papers presented at 
this seminar. Of the fou r parts into 
which Wage Policy and Wage Deter¬ 
mination in India is divided, part 1 
deals with the ‘"Policy and Theoreti¬ 
cal Aspects”. 

According to Dr V. V. Bhatt the 
basic guideline for an incomes policy 
should be the planned increase in per 
capita consumption. Among the essen¬ 
tial ingredients of an incomes policy, 
the author enumerates restraints on 
functionless incomes, on price rises and 
profit increases, and stability of relative 
prices. While the functional income 
should be allowed to rise at a faster 
rate than the national income, the 
earners should be induced to save a 


large proportion of their additional 
income. The author advocates the 
instrument of collective consumption 
such as free education, free health 
services, etc., to raise the standard of 
living of the weak and vulnerable sect¬ 
ions of the society. Dr Bhatt s article 
may be the first to contain an outline 
of a tentative incomes policy and should 
provoke further thinking on this im¬ 
portant subject. 

Dr J. N, Sinha is of the opinion that 
“the guiding principle of linking in¬ 
creases in wages and income with 
increases in productivity followed in the 
incomes and prices policy of the western 
countries is hardly suitable in the under¬ 
developed countries as the over-riding 
consideration in such countries has 
been accelerated rate of growth coupled 
with due regard to the reduction in dis¬ 
parities in income distribution and 
consumption.” 

While Prof K. R. Ranadive focusses 
attention on the conflict between elfi- 
ciency and equity aspects of incomes 
policy, especially when incomes policy 
is used primarily as an anti-inflationary 
device as seems to have been the case 
in the post-war years. Dr V. B. Singh 
has given a brief outline of wage policy 
in a socialist society bringing out cer¬ 
tain implications of such a policy for 
India. He has emphasised points such 
as extention of the system of payment 
by results, use of incentives, merger of 
dearness allowance with basic rates of 
pay and stabilisation of agricultural 
prices. 

Need-Based Wage 

According to Mr Bagaram Tulpule 
notions that wage increases lead to 
price increases and therefore retard 
economic growth and that industrial 
workers are pampered, etc., are unte¬ 
nable. Fie feels that need-based wage is 
practicable in a number of sectors such 
as banking, insurance and transport. 
He also pleads for an immediate fixat¬ 
ion of minimum wages in all unorga¬ 
nised and sweated sectors of the Indian 
economy. 

While Mr K. V. Iyer pleads for a 
compromise between the needs of 
workers and capacity of an industry to 
pay. Dr A. Vasudevan argues strongly 
that as there is a strong relationship 
between wage-rate and cost of living, 
measures to augment agricultural sur¬ 
pluses would go a long way in checking 
increases in wages. 

Part II of the book contains articles 
on wage determination. Messrs K. K.. 
Bhatia, K. G. Ghandhi and R. N. 
Pandey have laid great stress on perio¬ 
dical reviews of. the minimum wages 


fixed and the importance of accepting 
regional minima rather than the nation¬ 
al minimum wage in fixing the mini¬ 
mum wages. Dr S. D. Punekar and Prof 
M. B. Desai have analysed the pro¬ 
blems in wage fixation in Maharashtra 
and Gujarat respectively. Dr Desai 
writing about the fixation of minimum 
wages in the agricultural sector in 
Gujarat is of the opinion that the diffi¬ 
culties in fixing minimum wages must 
somehow be surmounted in view of 
widespread poverty and exploitation of 
the landless labour in that state. Prof 
J. C. Sandesara has examined the im¬ 
pact of the implementation of the re¬ 
commendations of wage boards in 
regard to profitability, wage costs, 
wage scales and skill differences and 
has also offered a critical appraisal of 
the functioning of the system of wage 
boards. M. R. Meher has reviewed the 
4 decisions of the Supreme Court on 
various cases and has concluded that 
“the principles of wage determination 
evolved by experience by and large 
reconcile the requirements of social 
justice with the need for development 
and stability of industry. 

Specific Issues 

Articles in parts III and IV of the 
book deal with some specific issues 
concerning wage policy and wage deter¬ 
mination. Prof P. R. Brahmananda 
has argued that “the peacemeai ap¬ 
proach to wage-determination is partial 
and is incompatible with the idea of 
interdependent mechanism of the vari¬ 
ables of the system/’ Dr S.R. Rharucha 
has considered the various cost increas¬ 
es which have resulted in the escalation 
of the price of steel in India and has 
come to the conclusion that raw mate¬ 
rial and capital costs are primarily res¬ 
ponsible for this escalation. M. V. 
Madiman comparing the changes in the 
wage bills at HSL has concluded that 
“the relation between productivity and 
wages is weak.” Dr B. R. Rairikar has 
come to the conclusion that in engineer¬ 
ing industry real wages have lagged 
behind productivity. Most of the papers 
in these sections have come to the con¬ 
clusion that “since wage costs are a 
small proportion of total costs, increas¬ 
es in them do not contribute signifi¬ 
cantly to inflation in Indian industries.*’ 

There is a great amount of confused 
thinking even antong the educated 
about wage policy and wage determinat¬ 
ion. Our thinking in this sphere appears 
to be mainly governed by our prejudic¬ 
es in one way or the other. Nothing 
is more important therefore at this 
juncture than an objective study of 
these complex problems on which alone 
sound wage policy can be based. The 
papers in the book help us considerably 
m objectively looking at them and 
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vant data pertaining to India as it exists 
today for the period before 1947 to 
facilitate comparison with figures 
after 1947. And yet the analysis 
of the figures present the broad trends 
in the field of agriculture and industry 
that were developing during the period. 

In part 11 the author has begun by 
analysing the economic events that took 
place between 1947 and 1950 which in 
a sense stands as a dividing line bet¬ 
ween 1947 and 1970. The remaining 
chapters of thk*|Ku;t analyse events in 
the field of agriculture and industry 
(and to some extent in the field of inter¬ 
national trade) during the period 1950- 
SI and 1965-66 and a little later. The 
author has concluded the book by 
summarising the achievements during 
the post-independent era and by pre¬ 
senting a strategy for the future de¬ 
velopment of the country on the basis 
of historical analysis presented in the 
previous chapters. As regards the 
developments in the field of agriculture 
and industry since 1951, these are com¬ 
paratively recent, events and a large 
number of books on these develop¬ 
ments have appeared in the market 
many of which have already been re¬ 
viewed in these columns. 

It is unfortunate that in this history, 
the author has not analysed develop¬ 
ments in other fields such as transport, 
banking, etc. This would have made the 
book more comprehensive and there¬ 
fore more useful to the students of 


Books 


economic history. The analysis of the 
developments in those fields would 
have also thrown more light on the 
developments in the field of agriculture 
and industry. Though the author has 
modestly pleaded his inability to deal 
with these topics historically, there is 
no doubt that Dr Maheshwari has 
shown proof of requisite ability and 
industry that would have enabled him 
to present economic history of India 
mote comprehensively. 

Also one very much wishes that in a 
book on Indian economic history pub¬ 
lished as recently as 1971, the author 
had adopted the latest approach 
towards economic history adopted by 
recent writers such as Miss Phillis 
Deane in her First Industrial Revolu¬ 
tion. She has worked out vital statis¬ 
tics such as per capita income, rates of 
consumption and saving, domestic and 
foreign investment, etc. in England 
from 1850 onwards. Already attempts 
have been made to work out these 
figures for India by Dr M. Mukherjee 
of the Indian Statistical Institute of 
Calcutta and the author could have 
made use of that material. 

With all the lacunae, this book makes 
interesting reading and would be found 
very useful not only by the students of 
economic history but also by the stu¬ 
dents of Indian economy. The book 
should inspire .students in India to ex¬ 
plore its economic past which is an 
extremely rewarding field. 


Received 


form informed views about various 
aspects of wage problems. Bombay 
University publications havfc a quality 
of their own and this excellent publi¬ 
cation will more than fulfil reader’s 
expectations. 

HISTORY OF DEVELOPMENT 

The study of economic histories of 
various countries is receiving increasing 
attention in western countries where the 
subject is being studied from new 
angles. This is because it is generally 
felt that the study of economic problems 
in their proper historical perspective 
would be in a position to provide useful 
guide-lines for the future. In spite of 
some attempts in this field made by 
scholars like Romesh Chand Dutt. 
Radhakamal Mukherjee and D.R. Gad- 
gil, it must be admitted that scholars in 
India have so far neglected this vast 
and fruitful field, though vast amount 
of relevant information and data are 
stored in various reports and old par¬ 
liamentary debates. It is therefore 
extremely heartening that B. V. Mahe¬ 
shwari has taken a plunge in this field 
and has made a fairly successful attempt 
to fill the lacuna in the study of eco¬ 
nomic history of India since the first 
world war in his book Industrial and 
Agricultural Development of India Since 
1914. 

The author has divided the economic 
history of India since 1914 to the pre¬ 
sent day into two parts. The first part 
covers the period from 1914 to 1947, 
while the second part deals with the 
period since independence. The author 
has done well to give in the introductory 
chapter the important events from the 
beginning of the British rule in India 
up to the time of the first world war. 
This provides the necessary background 
for the proper appreciation of develop¬ 
ments which have subsequently taken 
place in the country. In a sense it is 
appalling how little efforts the British 
government pul forward in those days 
in the field of agriculture and industry; 
and yet the temptation to read and 
judge the past in the light of current 
thinking and ideology must be resisted 
for the proper assessment of the impact 
of the British achievements in India. 

Analysis in part I is further divided 
into two parts with the world depression 
of 1929-33 being taken as the dividing 
line. While reading this part and inter¬ 
preting the statistical data presented 
m the book, the readers must keep in 
mind the fact that the figures, before 
1947 and those after 1947 are not com¬ 
parable due to the partition of the coun¬ 
try in 1947. It is high time some stu¬ 
dents of economics or statistics or ins¬ 
titutions collecting statistical materi¬ 
al should collect such and other rde- 
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r An announcement 



reorganisation 


— The process of change 


Our new structure is as follows : 

Subsidiaries 

Cashew Corporation of India Limited • Handicrafts & Handlooms Export Corporation of India Limited* 
Indian Motion Pictures Export Corporation Limited * Projects & Equipment Corporation of India Limited 


Marketing Divisions 

Imports 

Chemicals I 
Chemicals II 
Development Imports. 
Industrial Products 
IRMAC 
Oils & Fats 
Pharmaceuticals 


Exports Others 

Consumer Goods Imported cars 

Development Exports Vintage car exports 

Industrial Products 
Leather ware & Wig India 
Produce 


Advisory & Service Divisions 

Board & Secretarial 
Coordination & 

Industrial Associations 
Customer Services 
Advei lising St Promoiion 
In forma non 

General Administration 
Financial & Legal 
Contracts & Credit 
Cost St Pricing 
Finance & Accounts 
Insurance 
Internal Audit 
Legal 

Subsidiaries 


International Operations & 
Foreign Desks 
Management Services 

Economics 
Market Research 
Operations Research 
O&M 

Personnel & Training. 
Personnel 

Selection & Training 

Quality Control 
States Marketing 
Transport and warehousing 


r 


Today, an organisation can only live by change. 
The kind of change that will help it keep pace with a 
fast moving world. We, at the State Trading Corpora¬ 
tion, believe in such change. To review, renew and 
revitalise our service to our customers. 

Through our system of self-apprair.al and analysis, 
we try to meet the stringent demands of international 
trade. In 1969, the Corporation was reorganised and 
lestructurcd to improve its working efficiency. Two 
years later, we are undergoing further change, A change 
to facilitate the handling of the Corporation’s enormous 
increase in total trade. New subsidiaries and divisions 
have been formed, each concentrating on a manageable 
group of related products. These arc the units whose 
performance will be measured, appraised and—-through 
the Corporation's corrective system—self adjusted if " 
things go wrong. 

In striving for excellence, the Corporation is 
trying to institutionalise its scivice to customers. A new 


contact point has been established for customer service. : 
Any customer who has a complaint or needs assistance* 
can write to or contact the Information Department 
which will initiate coordinated action. I 

The International Operations Division will look I 
after the Corporation’s global network of offices and 
help probe new' markets to develop trade. Z 

STC lays special emphasis on its service to the 
small-scale sector. We offer it a package service deal of 
finance, raw materials, marketing and advice to help 
it realise its full potential. The States Marketing 
Division has been set up to liaise closely with small- 
scale industries and export corporations in \anous 
states. 

These are some of,the changes that the Corpo¬ 
ration has initiated. Tlv'y are by no means final. Beentiw 
change, to us. is constant. Constant change for constant 
improvement. 



The State Trading Corporation of India Limited' 

Cbandratok* 36 Janpath, New Delhi* I. , 
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COMPANY MEETINGS 

THE INDIA CEMENTS LIMITED 

Rao Bahadur Ramjeedass Iyer Reviews Activities 

Addressing the Twenty-Fifth Annual General Meeting of the Company held at Madras on 
27th September, 1971, Rao Bahadur R. Ramjeedass Iyer said: 


Friends: 

On behalf of the Board of Directors 
and on my own behalf, I extend a cor¬ 
dial welcome to all of you to the 
TWENTY-FIFTH Annual General 
Meeting of your Company. 

Before proceeding to the main busi¬ 
ness of the day, 1 have to perform a 
melancholy duty. One of the founder- 
directors of the Company, Sri C.S. 
Loganathan passed away on the 11th 
of May this year. His demise leaves a 
great void in our midst which cannot 
be easily filled. He was associated with 
the Company right from its inception 
and was all along a lower of strength 
and support to the management. He 
was a self-made man and built up a 
reputation for keen entrepreneur¬ 
ship which has left its mark on many 
industries in this country. This meet¬ 
ing should have been presided over by 
Sri P. Suryanarayana. For the last few 
years he has been presiding over the 
Annual General Body meetings and 
has been conducting the proceedings 
with great ability and tact. We were 
shocked to hear that he suddenly 
passed away on the night of 22nd of 
this month, that is, just a fews days ago. 
Sri P. Suryanarayana, liks Sri C.S. 
Loganathan, has been associated with 
the Company from its inception. With 
his passing away another vital link with 
the past has been snapped. His loss 
is well-nigh impossible to replace. It 
would have been in the fitness of things 
for them to have been present to usher 
in the Silver Jubilee year of the India 
Cements. I request your permission to 
convey our condolences to the members 
of the families of late Sri C.S. Loga¬ 
nathan and Sri P. Suryanarayana. 

2. 1 am glad to inform you that M/s. 
S.L.N. Simha and J.H. Tarapore have 
been appointed as Directors of your 
Company in the place of Messrs. C.S. 
Loganathan and P. Surayanarayana. 

3. Silver Jubilee Year 

The year under review marks the Sil¬ 


ver Jubilee of the Company, We are 
Twenty-five years old and l may be per¬ 
mitted to digress a little on a brief his¬ 
tory of the Company's growth during 
the last 25 years. The Company was 
incorporated on the 21st February 
1946. The first cement plant of 1 lakh 
tonnes capacity was commissioned at 
Talaiyuthu, Tirunelveli District in 
August 1949, and thereafter within a 
short span of ten years, the capacity 
was progressively increased to approxi¬ 
mately haif-a-million tonnes. In view 
of the continued scarcity of cement, 
a crash programme of expansion to 
augment cement production under the 
Five Year Plans by a further one 
million tonnes was launched in 1965- 
66. Two additional units of two lakh 
tonnes capacity each were commission¬ 
ed between 1969 and 1970, thereby rais¬ 
ing the total capacity at the Talaivuthu 
plant to nearly one million tonnes per 
annum. A second factory was set up at 
Sankaridrug, Salem District with an 
initial capacity of two lakh tonnes in 
1963 which again, within a short span 
of 7 years, was increased to six lakh 
tonnes per annum with the commission¬ 
ing of one kiln under the one-million 
tonne expansion scheme on 21st June 
197 J. The rated capacity as on date is 
1.5 million tonnes per annum. 

4. Besides the two cement factories, 
a Foundry Unit at Nandambakkam at 
Madras was acquired in 1965 primarily 
to cater to the needs of the cement units 
in respect of grinding media and other 
spares. Besides meeting such require¬ 
ments in full, the Foundry is in a posi¬ 
tion to supply quality castings to vari¬ 
ous customers in the automobile, in¬ 
sulator and other industries. The capa¬ 
city of the Foundry presently stands at 
5280 tonnes of castings per annum. 

5. The progress achieved during the 
last 25 years has been exclusively due 
to the progressive policies of the 
management and the full co-operution 
of the staff and labour at all levels. It 


is a happy story of industrial enterprise 
on the one hand and administrative 
and labour execution on the other. In 
this connection it is but lining that I 
should pay a tribute to the two archi¬ 
tects of the Company namely Sri S.NT.N. 
Sankaralinga Iyer and Sri T.S, Naraya- 
liuswami. Sri Iyer is happily with us 
and we wish him many years of life. 
Mr. Narayanaswami is no longer with 
us but his name will be remembered as 
long as this institution exists. In 
1946, just after the war the country was 
awakening into a dawn of political 
freedom. But the entire economy was 
at a low and halting level and required 
the vision and energy of industrialists 
and the help of the Government to 
achieve a break-through in industry. 
The cement industry especially was 
practically unknown to Southern in¬ 
dustrialists and Sri Iyer was in every 
sense of the word a pioneer in the field. 
His practical experience was combined 
with robust optimism and to him we 
owe the birth of this Company. In 
subsequent years, however, and es¬ 
pecially during the days of its expan¬ 
sion, Sri T.S. Narayanaswami guided 
its destinies and brought it to the 
eminence of a leading industrial unit 
in South India. On this occasion, it is 
appropriate that we remember both of 
them, one to whom we shall personally 
convey our tribute and the other whose 
memory we will cherish. 

6. Financial Results 

The financial results of the Company 
for the year 1970-71 have been gene¬ 
rally satisfactory although there is a 
fall in the net profits from Rs. 88.02 
lakhs to Rs. 53.24 lakhs. This has 
occurred in spite of increased produc¬ 
tion and despatches. The Sankarnagar 
factory produced at 91 per cent of 
rated capacity while the Sankaridrug 
factory produced 101 per cent of rated 
capacity. Though the production at 
Sankarnagar factory shows an im¬ 
provement over the previous year, 
the failure to achieve full rated capacity 
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has been due to delay in the delivery 
and consequent commissioning of the 
cement grinding mills and the ^linker 
conveyers for the new kiln commis¬ 
sioned in April 1970. In spite, however, 
of increased production from 9,90,704 
tonnes during last year to 11,78,293 
tonnes, the rising cost of materials and 
other charges have swallowed up a 
considerable proportion of the income 
that has accrued from the extra pro¬ 
duction. It is needless for me to go 
into the details of the increases that 
have taken place in the price of fur¬ 
nace oil, . grinding media, firebricks, 
etc,, or to further expatiate on the lar¬ 
ger sums that we have been compelled 
to pay as bank interests on hypotheca¬ 
tion loan and interest towards capital 
borrowed for financing the expansion 
schemes which have been completed. 

I would, however, like to make special 
mention that the latest Railway budget 
has envisaged a steep increase in the 
freight on coal which itself accounts for 
an increase of Rs. 1-23 in the cost of 
production per tonne. I have taken 
special pains to acquaint you with these 
financial details because they conclu¬ 
sively establish that the reduced profits 
of this year are not due to falling of in 
production or efficiency or economy in 
administration and management but 
are due exclusively to extraneous causes 
over which the industry has no centrol. 

7. As a result of these increases in 
cost, the industry has been urging on 
the Government the imperative need 
to sanction an increase in the price of 
cement. Industrial investment has to 
compete with other forms of invest¬ 
ment and, ceteris paribus, has certain¬ 
ly to be a little above the deposit rates 
which the banks are offering. This is a 
salvation minimum below which no 
industry can maintain itself in the 
financial market. Otherwise the result 
will be an unhealthy unloading of in¬ 
dustrial scrips in the market and their 
conversion into other methods of sav¬ 
ing and investment which offer not 
merely comparable interest rates, but 
also more readily acceptable securities 
for borrowings. This is one side of 
the picture. On the other si&e, the 
industry itself is entitled to a reason¬ 
able remuneration on the capital 
employed and in the context of the 
general rise in the price ievel it is not 
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fair that the cement industry alone 
should be asked to bear an unequal 
burden. 

8. So far, the Government have not 
taken into account these escalations in 
costs in order to arrive at a suitable 
retention price. However, based on the 
representations made by your Com¬ 
pany and the Cement Manufacturers’ 
Association, the Government of India 
iu the Ministry of Industrial Develop¬ 
ment have now referred the issue to 
the Cost Accounts Branch of the Minis¬ 
try of Finance. It is hoped that Go¬ 
vernment will take a decision on this 
issue as early as possible. 

9. Sales 

Sales of cement showed appreciable 
increase being Rs. 16.05 crores as 
against Rs. 12.76 crores during the 
previous years. The increase in sales 
is on account of two factors. The first 
is that the higher installed capacity as 
well as fuller production in the two 
factories resulted in greater production 
of cement. The second is that on the 
side of demand although the full anti¬ 
cipated increase did not materialise 
there was yet a definite sign of an up¬ 
ward revival which is promising. If 
this trend continues, we hope to achieve 
a higher volume of sales during the cur¬ 
rent year. The sales include 54,826 
tonnes of cement and clinker on ac¬ 
count of exports to Ceylon and the 
Middle-East. The production and des¬ 
patches during the current year i.e. from 
I-4-71 to 31-8-71 were 356,477 tonnes 
and 360,915 tonnes at the Sankarnagar 
factory and 190,021 tonnes and 181,513 
tonnes at the Sankaridrug factory. 
The working of the Foundry during 
the same period has also been very 
satisfactory. 

10. The Industry and Government Policy 
In the speech last year. The Chairman 

referred to the policy of the Govern¬ 
ment towards the cement industry. He 
drew your attention to the order of the 
Government in April, 1969 announc¬ 
ing the de-control of cement as from 
the 1st January 1970. The cement pro¬ 
ducers, helped by numerous political 
and other leaders, and also** consumer 
interests made strong representations 
to the Government that such a policy 
would adversely affect both producers 
and consumers of cement in the country, 
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and more especially the producers in 
the South and consumers in the North 
and North-East of India, It was speci¬ 
ally pointed out to the Government that 
the temporary surpluses prevailing just 
prior to time of the Government Order 
were not an indication that supply had 
become equal to demand but were due 
almost exclusively to the aftermath of 
the industrial recession and poor har¬ 
vests. The Government then stayed 
the order of de-control, and as a result 
the even distribution of cement ail over 
the country continues as before, with 
benefit to agriculture and industry 
alike. 

11. Trends in demand and supply 

As far as one can see, the demand 
for cement will outstrip the supply 
during the next few years. Cement 
production and despatches in the 
country during 1970 totalled 13.876 
million tonnes and 13.58million tonnes 
respectively. During the year under 
review serious scarcity of cement has 
been reported from many parts of the 
Northern and Eastern regions. The 
best possible estimates of projected 
capacity at the end of 1972 and 1975 
put the figures respectively at 19.7 
million tonnes and 23.4 million tonnes. 
Committed schemes extend only upto 
1972. If one takes realistic despatches 
at 85 per cent of rated capacity, taking 
into account inevitable transport diffi¬ 
culties and internal production prob¬ 
lems arising from short supply of raw 
materials, machinery and labour prob¬ 
lems, one may say that the total quan¬ 
tity of cement available by 1972 will 
be a little more than 16 million tonnes 
and by 1975 a little less than 20 mil¬ 
lion tonnes. 

12. While this is the picture on the 
side of supply, on the side of demand, 
one has to take numerous factors into 
account. The first is the definite stabi¬ 
lisation of agricultural production at a 
high level and the scientific promise of 
further increases in agricultural pro¬ 
duction. The second is an upward 
trend in industrial production which 
in the coming years will be visibly sup¬ 
ported by increasing consumer demand 
from the rural sector which constitute 
70 per cent of the population. The 
third is the national awakening in re¬ 
gard to better roads and the plans for 
improvement and extension of High- 
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ways and feeder roads. Neither the 
public nor the Government seem 
to be fully aware that the pro¬ 
sperity of the farmer, the evening 
out of the prices of agricultural 
produce all through the year, the ready 
and timely supply of raw materials to 
the factories and of the means of pro¬ 
duction to the fields depend to a large 
extent on good feeder roads which 
connect the villages to the Highways. 
Similarly, there is a real awakening 
among the masses in regard to better 
housing. Several State Governments 
have taken up massive housing schemes 
in the cities, partly as development and 
partly as slum clearance. But the real 
revolution in housing is yet to come 
about and will consist of modernising 
rural homes. When this is taken up as 
it is bound to be, the demand for cement 
will be much greater than even what the 
present projections envisage. In addi¬ 
tion, there are subsidiary demands like 
concrete flooring for irrigated agricul¬ 
ture and the lining of canals so as to 
effect economies in weter distribution. 

13. Thus, as far as one can see, both 
as a result of general economic revival 
and as a result of the special demand 
that are likely to be created for cement, 
the demand for the product in the next 
five years will certainly be very much 
than the arrangements for supply which 
have been made so far. 

14. Policy for price-control and locations 
of factories 

This in turn raises the question of the 
general policy that is suitable for the 
producers and the public in the circum¬ 
stances and projections made above, 
in the first place there is the imbalance 
between the supply and demand for ce¬ 
ment. This imbalance is total for the 
country and also acute in certain regions 
like the North and North-East. There 
are several problems which arise as a 
result of the supply being unable to 
meet the full demand. The first is that 
as long as such a situation continues 
Government will be ill-advised to de¬ 
control such a vital commodity as ce¬ 
ment which enters into every aspect of 
the economy, agriculture, industry, 
transport, electrification, housing and 
the like. Secondly it underlines the need 
for continuing the present arrangement 
for freight pooling which is the only 


method by which the consumer in 
the country can obtain cement at a 
uniform price although the cost to the 
individual producers may vary. To 
interfere with freight pooling at this 
stage will be to invite undesirable inter¬ 
ference with the selling price in the 
scarcity pockets and to put the Sou¬ 
thern producers who have surplus of 
production into a difficult position from 
which they cannot extricate themselves. 
Thirdly it raises the major question of 
the location of cement factories. The 
Govt, of India are applying their mind 
seriously to starting new cement facto¬ 
ries in the deficit areas of the North 
and North-East. Basic industries are 
located by reference to the availability 
of raw material in adequate quantity 
and of proper quality. It is on these 
considerations that many of the cement 
units in this country are located in the 
Southern and the Western regions. Just 
as the jute industry is based in Bengal 
and the iron industry in Bihar and 
Bengal and textiles in the South and the 
West, so also the principle of regionali- 
sation can be applied rationally only 
by locating suitable industries in sui¬ 
table areas. It is for the Government to 
consider whether the location of the 
cement industry in the North and the 
North-East is the proper application 
of the principle of regionalisation and 
whether it will not involve the introduc¬ 
tion of a permanent subsidy in the sell¬ 
ing price from those units. The problem 
has to be examined from the point of 
view of the consumer and the producer 
alike, and in this context the starting 
of Government units for cement pro¬ 
duction in the South is a pointer. 

15. Taxation and industry 

There is one other point to which 
I would like to make a reference. The 
latest budget of the Government has 
created new problems for industry. 
Apart from the high individual assess¬ 
ment on income and wealth which 
have a deleterious effect on saving 
and investment, I particularly refer 
to the imposts on corporations. The 
increase in the rate of surtax on com¬ 
pany profits from 25 to 30 per cent 
(where chargeable profits exceed 15 
per cent), the withdrawal of the de¬ 
velopment rebate from 1974, the dele¬ 
tion of the cement industry from the 
list of priority industries, the scaling 


down of the special tax exemption limit 
from 8 to 5 per cent of the profits of 
priority industries, the removal of de¬ 
bentures and long-term borrowings in 
the computation of the limit of 6 per 
cent of capital for purposes of lax 
exemption of new industrial undertak¬ 
ings, the negation of the faeilitity to 
enjoy tax free income upto Rs. 3,000 
a yeai from investments in specified 
financial assets by Companies, and the 
denial of concessional lax in dividends 
received by foreign companies will 
cumulatively lead to a reduction in the 
flow of funds for new ventures or any 
type of expansion by existing ventures. 
Further, the raising of surtax from 25 
to 30 per cent will certainly penalise 
further the more efficient industrial 
units. 1 would like to recall that the 
Companies (Profits) Surtax Act which 
came into force in 1965 took the place 
of the Super Profits Tax Act 1963. 
Both these measures increased the tax 
burden of the more efficient companies 
and it was the harsh impact of the surtax 
on the working operations of the cor¬ 
porate sector which induced the Go¬ 
vernment to reduce its incidence in two 
stages from 40 to 25 per cent. While 
making the second reduction the then 
Finance Minister said in 1969-70 that 
it was intended as a spur to efficiency. 
It is strange that almost within a year 
such a spur is no longer considered to 
be necessary. 

16. I have mentioned these problems 
to you frankly so that it may be realised 
that the cement industry is working 
under difficult conditions arising out 
of Govt, policies both industrial and 
fiscal. 

17. Labour 

The relation with labour and staif 
at the factories and the staif at the 
Head Office continues to be cordial as 
usual. On behalf of the Management 
and on behalf of all of you, l take this 
opportunity to accord our thanks to all 
the employees of the Company for their 
unstinted co-opcration and hard work 
during the year. The Company looks 
forward to their continued services and 
co-operation in the coming years. 

Note: This docs not purport to 
be a record of the proceedings of the 
Annual General Meeting. 
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Gentlemen, 

It gives me great pleasure to welcome 
you to the Eighteenth Annual General 
Meeting of your Company. The Direc¬ 
tors’ Report and the Statement of 
Accounts for the >ears ended March 
31, 1971 have been with you for some 
time and with your permission I shall 
consider them as read. 

Working Results 

From the Directors’ Report you 
would have noted with satisfaction the 
improvement in the working results 
of your Company for the year 1970-71 
in teims of production, sales and ex¬ 
ports. After suffering loss in three 
successive preceding years, your Com¬ 
pany has been successful in turning the 
corner by showing a net profit of Rs. 
30.78 lakhs — thanks to our sales drive 
in the domestic and foreign markets, 
matched by an all round increase in 
production. The credit for the achieve¬ 
ment goes to all our employees to 
whom I extend my congratulations. 
1 have every hope and confidence that 
our employees at all levels will conti¬ 
nue wholeheartedly to maintain the 
present rising tempo in production and 
sales during the current year as well so 
that profitability, which is the hallmark 
of any competent and efficient organi¬ 
sation, rises further in 1971-72. 

Indian Machine Tool Industry 

While the Indian machine tool in¬ 
dustry is yet to regain the tempo of its 
performance of the early 1960s, one 
can see signs of recovery from the dis¬ 
astrous recession of 1966-67, 67-68 and 
68-69. The trend of this improvement in 
the production of machine tool industry 
can be seen from the following data: 


Year 

Value of 
Production 
(Rs. crores) 

1967-68 

23.5 

1968-69 

24.7 

1969-70 

28.0 

1970-71 

32.0 


(estimated) 


Incidentally, 1 may draw your atten¬ 


tion to one significant development 
concerning the machine tool industry. 
Till 1968, the imports provided more 
than half the machine tools sold in 
India; indigenous production provided 
the remaining part. Beginning from 
1 Q 69, however, the roles of these two 
sources have been reversed. Indigenous 
production now exceeds the imports of 
machine tools. The production of new 
types of machines by the HMT has 
helped to cut out the imports of such 
machine tools and thus bring about 
this welcome shift. 

The Fourth-Five Year Plan envisages 
that production of machine tools in the 
organised sector should increase from 
Rs. 24.7 crores in 1968-69 to Rs. 65 
crores in 1973-74, i.e., by 163 per cent 
implying an average compound growth 
rate of 21 per cent per annum. In this 
context I feel happy to mention that 
your Company, in line with its past 
tradition, has recorded an increase of 
24 per cent in production of machine 
tools m 1970-71 which is higher than 
the increase recorded by the Indian 
machine tool industry as a whole. 

Machine Tool Exports 

The exports of machine tools, small 
tools and accessories rose from Rs. 
2.95 crores m 1969-70 to Rs. 3.19 
crores in 1970-71, marking an in¬ 
crease of 8 per cent. As a machine 
tool exporter, India still ranks as low as 
24th among the 30 machine tool export¬ 
ing countries of the world, Mexico* 
Portugal, Taiwan, Argentina, Brazil 
and China are the only countries which 
rank lower than India. We have thus 
a long way yet to go. 

A recent development of great im¬ 
portance in this field has been the intro¬ 
duction of the Generalised Scheme of 
Preferences (GSP) by the# European 
Economic Community (EEC). The 
EEC has abolished customs duties on 
all the manufactures and semi-manu¬ 
factures of developing countries. This 
has unproved the competitiveness of 
Indian machine tools in the EEC mar¬ 
ket, Further* the GSP discriminates in 
favour of Developing countries like 
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India. As a result, the Indian engineer¬ 
ing exports enter the EEC market duty 
free, competing with the exports of 
industrially advanced countries like the 
USA and Japan which do not enjoy the 
benefits of the GSP. As a result of this 
favourable development, the exports of 
Indian machine tool industry during 
the current year are expected to be 
higher than the last year and the 
export target of Rs. 4 crores for 1971- 
72 fixed earlier is likely to be reached. 

In this context 1 would like to men¬ 
tion that your Company accounted for 
about half of India's total exports of 
machine tools during 1970-71. Besides, 
percentage increase in the exports of 
your Company was higher than the 
percentage increase recorded either by 
the total exports of India or by the ex¬ 
ports of the Indian engineering in¬ 
dustries. 

Need For Greater Efficiency 

We in HMT are happy to note that 
the production efficiency of our em¬ 
ployees is showing good sign of 
improvement especially since the intro¬ 
duction of the revised Incentive Scheme. 
Even then we cannot afford to rest on 
our oars. There are several compelling 
factors which we have to keep in mind 
in this connection. Firstly, we have 
granted substantial increases in wages 
and salaries during the recent period, 
which obviously would have to be 
earned by proportionate increase in 
our productivity. Secondly, there is the 
need to repay the outstanding loans 
of about Rs. 1547 lakhs in addition to 
more loans which we are in the process 
of raising for expanding the production 
activities of the Company in the course 
of next five or six years. Thirdly, there 
will also be a sizeable expansion of the 
equity capital on which the Govern¬ 
ment would rightly expect us to earn 
adequate return. And last* but not the 
least, is the responsibility of any busi¬ 
ness enterprise to generate surpluses 
to maintain the tempo of its expanding 
activities. You will, therefore, appreci¬ 
ate that currently our minds are pre- 
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occupied a good deal with various prob¬ 
lems which we would have to face and 
solve in the course of our struggle to 
further raise the level of efficiency of 
our organisation. 

As I ponder over the various related 
issues facing our organisation, I am 
struck by certain similarities between 
some of our problems and the problems 
of the public sector enterprises as a 
whole. As you all know, the public, 
the Parliament and the Government 
have been during recent years, increas¬ 
ingly exercised about the fact that, by 
and large, the performance of the pub¬ 
lic sector units has fallen short of their 
expectations. In particular, the genera¬ 
tion of surpluses to provide financial 
resources for the Fourth Plan has been 
below the target laid down by the Plan¬ 
ning Commission. No wonder, there¬ 
fore, that for quite some time an anxi¬ 
ous debate has been going on in the 
country to identify specific causes for 
the unsatisfactory performance of the 
Public sector. T hope it will not, there¬ 
fore, be inappropriate if, in this con¬ 
text, I take the opportunity to make a 
few suggestions for the consideration of 
the Government. 

Multiplicity Of Decision Making 
Centres 

The Public Sector Undertakings have 
not only the common management 
problems and difficulties of the private 
sector but in addition certain peculiar 
restraints are placed on the former 
which create somewhat different set 
of difficulties and problems for the 
managements of the public sector under¬ 
takings. For one thing, manage¬ 
ments of the public sector do not 
enjoy the same degree of autonomy as 
in the case of private sector industrial 
undertakings. Secondly, since the 
management of the public sector under¬ 
takings are accountable to a vast gamut 
of the Government machinery wc per¬ 
force get involved directly or indirectly 
in the Government’s ways in taking 
many management decisions. There 
are many agencies to give advice and 
control the public sector enterprises on 
various subjects viz,, the concerned 
Ministry, the Bureau of Public Enter¬ 
prises, the Comptroller & Auditor 
General the Finance Ministry, the La¬ 
bour Ministry, the Planning Commis¬ 
sion, the Enforcement Branch, the 
Special Police Establishments, the 
Vigilance Commissioner, the Security 
Adviser, the Committee on Public 
Sector Undertakings, the Members 
of the Parliament, local politicians, 
labour leaders etc. 

The basic principle of an efficient 
business management is that the top 
matt of the enterprise viz*, the Chief 
Executive should be vested with re¬ 
quisite authority for taking nil decisions 
to discharge his functions and should 
be held responsible for his success or 


failure. To say this, is not to deny the 
need for controls and regulations from 
above and a system of consultations 
with a variety of experts to give him 
the necessary technical advice and ser¬ 
vice. But, if these two systems — sys¬ 
tem of control and the system of advice 
—operate in such a manner that the 
Chief Executive gets severely ham¬ 
strung, the consequences could be seri¬ 
ous, because too many decisions relat¬ 
ing to the operation of the business 
may then tend to be taken by outside 
agencies and some time in the face of 
opposition from the unit management. 
The irony of the whole situation would 
be that when these decisions lead to 
some undesirable consequences, it is 
not the outside agencies who are held 
responsible but the Chief Executive. 
I feel it will not be incorrect if I say 
that this is broadly a formulised but 
true picture of the decision-making pro¬ 
cess as it has been in operation in res¬ 
pect of our public sector enterprises in 
general. 

Besides, there ape many instances 
where decisions take much more time 
than they should in an industrial orga¬ 
nisation. If the decision-making autho¬ 
rity were to be vested with somebody 
within the organisation delays could be 
greatly minimised. When a decision, 
small or big, has to be referred to out¬ 
side agencies, the result is inevitable 
delays, and lowering of operational 
efficiency all along the line. 

Suggestions 

First of all, it is necessary to define 
clearly the relationship between the pub¬ 
lic sector managements and the Govern¬ 
ment and the Parliament. At present, 
the relation comprises of not only post¬ 
audit examination of the working of 
the public sector units, but a system of 
continuous decision-making outside 
the public sector enterprises in the 
course of their management. The con¬ 
flict in such a situation is obvious. 
Decisions taken in the course of the 
day-to-day management, influence the 
working of the enterprise and lead to 
results which at post-audit stage appear 
to be unsatisfactory. The only work¬ 
able system will be to have a clear set 
of working guidelines or objectives for 
the management of the public sector 
undertakings with an efficient post¬ 
audit examination system to ensure 
compliance with the guidelines. Speak¬ 
ing of guidelines or objectives, these 
should be really broad based and should 
deal with policies and objectives —• for 
example Labour Policy, Investment 
Policy, rate of return to be earned and 
so on. Once such guidelines are laid 
down, the public sector managements 
should have complete autonomy and 
in fact should be discouraged from re¬ 
ferring any matters outside the unit’s 
decision-making system* thus ensuring 


that there is no scope for shifting res¬ 
ponsibility for the decisions taken. 

Obviously, the above suggestions be¬ 
sides being brief have wider impli- 
cations which should be carefully exa¬ 
mined by the Government and the 
Parliament. I would, therefore, suggest 
that the Government may appoint a 
special Commission to go into all these 
aspects and recommend measures to 
raise the level of efficiency of the public 
sector organisations in the country. 

HMT’s Plans During 1970s 

In keeping with its past tradition, 
your Company has launched upon an 
ambitious programme of expanding 
and diversifying its activities into some 
of those fields which on the one hand 
present the challenge of most difficult 
technology and on the other, represent 
items in respect of which our country 
still depends on imports and has to 
spend valuable foreign exchange. 
Our difficulty was further complicated 
by the fact that until recently we were 
in the midst of a severe recession. Des¬ 
pite all these difficulties, we took up 
this challenging task with courage and 
confidence. 

At this point, 1 would like to grate¬ 
fully acknowledge the encouraging sup¬ 
port which we received from our Minis¬ 
try, and other Government agencies 
whenever we approached them with 
our proposals for expansion and diver¬ 
sification. > 

Details of the expansion and diversi¬ 
fication projects which are on our hands 
at present are presented in the Report 
of the Board of Directors already cir¬ 
culated to you. However, I may briefly 
recapitulate the present position of these 
new projects. 

In January this year, we signed a 
technical collaboration agreement with 
Messrs Motokov Foreign Trade Cor¬ 
poration, Praha, Czechoslovakia, for. 
the production of wheeled agricultural 
tractors in our Pinjore factory. At 
present a team of HMT engineers is in 
Czechoslovakia to prepare a Detailed 
Project Report in co-operation with 
the Czech experts. In the meanwhile, 
the assembly of HMT-ZETOR trac¬ 
tors has already started at Pinjore and 
by the end of March 1972 we hope to 
assemble 2,500 tractors. When the 
proposed plant goes into full production 
some time in the late 1970s, we shall 
be producing 12,000 tractors per an¬ 
num. 

Similarly, a technical collaboration 
agreement was signed . in September 
1969 for the manufacture of Printing 
Machinery at Kalamassery with Messrs 
Societa Nebiolo, Turin, Italy. A De¬ 
tailed Project Report has already been 
submitted to the Government for ap¬ 
proval. The assembly of 14 Printing 
Machines and 14 Paper Cutting Ma¬ 
chines from SKDs and CKLDs is ex* 
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ctcd to start in the course ofihis year, 
hen the Kalamassery Plant goes into 
full production in late 1970s, we shall 
be the first large scale organisation in 
the country to manufacture Offset 
Printing Machines. The Letter Presses 
to be produced by us will also be of a 
superior quality not manufactured in 
the country at present. 

One more pioneering venture of the 
HMT is the project to manufacture 
sophisticated heavy duly Presses at 
its Hyderabad Unit. The technical 
collaboration agreement with Messrs 
Verson AUsteel Press Co., Chicago, 
USA has been signed and the Detailed 
Project Report has been submitted to 
the Government for approval. In the 
meanwhile, assembly of Presses and 
Press Brakes was started in 1969*70. 
In 1970-71, press brakes worth Rs. 3 
lakhs were exported to the United 
States, [n 1970-71, wc assembled 
presses and press brakes worth Rs. 
36 lakhs: the production target for 
1971-72 is fixed at Rs. 125 lakhs. 

Turning to the Die Casting and Plas¬ 
tic Injection Moulding Machines Pro¬ 
ject, Bangalore, we have signed a colla¬ 
boration agreement with Messrs Inter- 
fonda Ltd., St. Gall, Switzerland. The 
Detailed Project Report has been 
submitted to the Government for ap¬ 
proval. As usual well ahead of the actu¬ 
al production, wc intend to lake up 
the assembly of these machines out of 
the SKDs and CKDs during this year. 

Erection of our Wrist Watch facto¬ 
ries at Bangalore and Srinagar has com¬ 
menced on schedule. As you know in 
Bangalore we intend to produce, for 
the first time in India, Automatic, 
Day and Date*Day Wrist Watches. 
When both the Watch Projects go into 
full production within about four years 
from now, our wrist watch production 
would record an almost two-and-half- 
fold increase from the present level of 
3,60,000 wrist watches a year to 
8,60,000 watches a year. 

You will appreciate the significance 
of these expansion and diversification 
plans from the fact that when all these 
projects go into full production, the 
total sales of the HMT reckoned in 
terms of present prices would leap from 
Rs. 20 crorcs in 1970-71 to more than 
Rs. 60 crores in late 1970s. In a way, 
taken along with the higher level of 
technological sophistication built into 
all our projects, these figures may be 
taken as a measure of the contribution 
which HMT intends to make to India's 
economic development in the present 
decade. 4 

Exports 

Exports is a difficult part of our job 
because here we have to compete with 
some of the biggest giants of the world's 
machine tool industry who have been 
well entrenched in the international 
machine tool market for the past several 
( decades This makes it extremely diffi¬ 


cult for a new entrant like HMT even 
to establish a foot-hold in the world 
market. In the face of this difficulty, 
we have been trying but a number of 
innovations. 

Thus in Australia, where we have 
sold Rs. 27 lakhs worth of machine 
tools by now, we opened a Foreign 
Branch of HMT in Melbourne to ex¬ 
pand our sales in that country. We 
are taking steps to establish an assem¬ 
bly plant in Europe to deliver quickly 
custom-built meachinc tools to the 
European market. * 

Pregnant with exciting possibilities 
is a triangular arrangement which has 
been worked out with Messrs American 
Tool Works Co., Cincinnati a subsidi¬ 
ary of Wyle Laboratories, El Segundo, 
California, USA and Messrs Yarna- 
zaki Machinery Works Ltd., Nagoya, 
Japan. Under this arrangement, in 
collaboration with the American and 
Japanese designers, the HMT engineers 
will prepare new designs to cater to the 
international markets for machine 
tools. These machine tools will be 
marketed abroad by a new international 
company which has been jointly form¬ 
ed by Wyle Laboratories and Yamazaki, 
both of which together already 
command a well-established, inter¬ 
national marketing network to sell 
machine tools. If all goes well, this 
new arrangement will give considerable 
boost to the machine tool exports of the 
HMT. This participation in a big way 
in an international marketing organisa¬ 
tion will help us greatly to bring our 
designs, quality and prices in line with 
the international standards besides in¬ 
creasing our exports several times. This 
would be of great importance for an 
organisation like the HMT which has 
so far been operating, by and large, in 
the domestic market. 

Prospects For 1971-72 

Reflecting a modest improvement in 
the tempo of investment in the industrial 
sector during 1971-72, we hope that 
inflow of orders for our machine tools 
during 1971-72 would be around Rs. 
16 crores. With orders worth Rs. 10 
crores in the pipeline at the commence¬ 
ment of the current financial year, we 
expect that our production of machine 
tools and wrist watches during the cur¬ 
rent year would be around Rs. 25 
crorcs (Rs. 20.75 crores for machine 
tools and Rs. 4.25 crores for wrist 
watches). The total sales of these two 
items during the current year arc also 
expected to be of the same order. Be¬ 
sides, the sale of tractors, printing ma¬ 
chines and die casting and plastic 
injection moulding machjnes'out of the 
assembly of SKDs and CKDs may be 
of the order of Rs. 3 crores. With this 
all round improvement in sales, your 
Company may be in a position to 
show a reasonable profit tn 1971-72. 

Industrial Relations 

It would generally be agreed that 


our country needs a spirit of a patriot¬ 
ism from the employees as well as a 
pragmatic approach from the industrial 
managers both in the private and public 
sectors. My own experience in industry 
has convinced me that most of the la¬ 
bour disputes can be settled amicably 
by a system of efficient communication 
between the management and the la¬ 
bour. We, in the HMT, are trying to im 
prove the communication between the 
management and the labour so that 
cordial relationship is established lead¬ 
ing to an increase of productivity. 
Guided by this philosophy the machine 
tool factories at Bangalore (HMT I & 
II) have, as an experimental measure, 
adopted a ‘sensitivity training’ app¬ 
roach, the first attempt of its kind out¬ 
side the United States. The main ob¬ 
ject of the sensitivity training pro¬ 
gramme in labour-management rela¬ 
tionship is to develop a concept of team 
building as also the necessary skills 
which help in understanding the issues 
of the labour, and solve the labour- 
management problems through peaceful 
means of mutual discussions. The 
success achieved in this experiment in 
Bangalore will be extended to other 
units of the HMT. 

Looking back to the industrial strife 
which was rampant in many industrial 
enterprises throughout the country, 
we consider ourselves fortunate that, 
notwithstanding the strike in Banga¬ 
lore HMT I & II and the Watch 
Factory for a short spell during Octo¬ 
ber/November, 1970, we were able to 
achieve the production and sales of 
Rs. 20.37 crorcs and Rs. 20.43 crores 
respectively, for the year 1970-71. 
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THE SHIPPING CORPORATION 
OF INDIA LTD. 

Speech delivered by Shri C. P. Srivastava, Chairman and 
Managing Director, at the 21st Annual General Meeting of 
the Shipping Corporation of India Ltd., at Bombay on 23rd 
September, 1971. 


Gentlemen, 

I welcome you to the Twenty First 
Annual General Meeting of your Com¬ 
pany. 

2. The Directors’ Report and the 
audited Balance Sheet and the Profit 
and Loss Account for the financial 
year 1970-71 have been circulated to 
the Members and, with your permis¬ 
sion, 1 take them as read. 

New Achievements 

3. 1970-7! was an eventful year for 
your Company. Several new records 
were achieved At the close of the 
year the tonnage owned by the Ship¬ 
ping Corporation aggregated 13.55 
lakh DWT, registering an increase of 
2.95 lakh DWT as against 2.29 lakh 
DWT in the previous year. Gross 
earnings, gross profit before depreciat¬ 
ion, interest and tax, and net profit 
after tax were the highest ever. At 
Rs 6,584 lakh gross earnings were 22.5 
percent higher than the previous year. 
Gross profit fetched Rs 1,671 lakh 
and registered an increase of 26.3 
percent. Net profit was up by 25.4 
percent as compared to the preceding 
year and amounted to Rs 691 lakh 
A higher dividend at 6 percent has 
also been recommended for your con¬ 
sideration. 

A Decade of Progress 

4. Before going into the details of 
the performance of your Company 
during the year under review, I wish 
to draw your attention to the fact that 
2nd October 1971 is the 10th anniver¬ 
sary of your Company in its present 
form. This has been a decade of all¬ 
round progress and achievement during 
which the Shipping Corporation of 
India has come to acquire a pre-emi¬ 
nent position within the Italian ship¬ 
ping industry and has grown to be 
one of the largest shipping lines in 
the world. During this period, the 


Shipping Corpoi at ion's fleet has in¬ 
creased from 19 ships of 1.94 lakh 
DWT to 78 ships of 13.68 lakh DWT. 
Your Company's tonnage went up by 
605 percent during the decade as com¬ 
pared to an average increase of 124 
percent recorded by other Indian ship¬ 
ping lines. 

5. Due to accelerating growth your 
Company is poised for even more rapid 
expansion. It took your Company 
about 91 years to cross one million 
dead weight ton mark in February 
1970, On the basis of orders all eddy 
placed the tonnage would exceed 2 
million dead weight tons by the end 
of 1974 and, if the negotiations for 
additional orders currently in hand 
materialise, the tonnage is expected to 
cross 3 million ton mark in 1975-76. 

6. The composition and character 
of the fleet have been diversified to 
match the changed pattern of India’s 
international trade. The Shipping 
Corporation operates a uniquely diver¬ 
sified fleet of cargo liners, bulk car¬ 
riers, tankers, colliers, ore/oil/grain 
carriers, timber carrier, passenger-cum- 
cargo ships, diedgers and one light 
house vessel. Cargo liner tonnage 
which constituted 82 percent of the 
Company’s tonnage in March 1962 
comprises only 44 percent of the total 
tonnage now despite a very substantial 
expansion of the cargo liner fleet. 

7. A world-wide network of cargo 
liner services has been built up and 
your Company operates 21 liner ser¬ 
vices now, as compared to only 8 in 
1961-62, providing direct sailings to 
58 countries in 5 continents. 6 promo¬ 
tional services were also instituted with 
the sole object of promoting India’s 
exports to West Asia, Australia, Mauri¬ 
tius and East Africa. 

8. The Shipping Corporation has 
earned profits every year of its operat¬ 
ion and the total profits in 10 years 
amount to Rs 3.474 lakh as against 
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the share capital of Rs 2,345 lakh 
which has remained constant. 

9. Si/cabJe reserves have been built 
up. The balance of reserves and 
surplus stood at Rs 3,095 lakh on 31st 
March 1971 as compaicd to Rs 127 
lakh in March 1961. 

10. A large portion of the expansion 
programme of your Company has been 
financed through internal resources. 
The self-generated resources amounted 
to Rs 65.42 crore in a total capital 
outlay of Rs 175.19 crorc, or 37.3 
percent, at the end of March this year. 

* 

1J. A sound organisational set up 
has been established, with young exe¬ 
cutives manning responsible positions, 
which is capable of shouldering even 
higher responsibilities in future. Spe¬ 
cial attention has been given to the 
restructuring of the organisational pat¬ 
tern and to keeping it in step with the 
rapid pace of development. 

12. All these achievements have 
been possible only because of the dedi¬ 
cated eflorts of all categories of the 
employees of your Company and highly 
enlightened union leadership. There has 
never been any strife or disharmony 
between the employees and the manage* 
ment and I take this opportunity of 
paying my tributes to all the employees 
for their high sense of duty and ser¬ 
vice. 


Development of Fleet 

*13. 6 ships comprising 2.95 lakh 

DWT were added to the fleet in 1970-71. 
As on September 21, 1971', your Com¬ 
pany has 78 vessels of 13.68 lakh DWT. 
The fleet diversification programme 
has made further progress and despite 
addition of 3 cargo liners to the fleet 
during the year, the cargo finer com¬ 
ponent in the total tonnage has declin¬ 
ed from 53 percent at the end of last 
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year to 44 percent at the close of the 
year under review. 

Ships on Order 

14. 32 ships comprising 10.62 lakh 
DWT are on order as compared to 28 
ships aggregating 5.14 lakh DWT 
when J last reported to you. In 1971 
so far the Shipping Corporation has 
already placed orders for ships worth 
5.95 lakh DWT, the highest ever during 
one single year. Negotiations are in 
progress for ordering more ships in¬ 
cluding tankers for feeding Haldia and 
Barauni refineries and for coastal move¬ 
ment of oil products and if these mate¬ 
rialise your Company's total tonnage 
may cross the 3 million DWT mark in 
1975-76. Your Company also signed 
a contract for a 126,000 DWT bulk 
carrier during the year which is the 
largest ship ordered so far by an Indian 
shipping line. 

Earnings and Profit 

15. The Company's business conti¬ 
nued to grow and new areas were tap¬ 
ped. Gross earnings aggregated Rs 
6,584 lakh in 1970-71 as compared to 
Rs 5,376 lakh in 1969-70. Gross profit 
before depreciation, interest and tax 
was Rs 1,671 lakh as against Rs 1,323 
lakh in the previous year. Net profit 
after tax was Rs 691 lakh and Rs 551 
lakh respectively in the two years. 

Dividend 

16. Your Directors have recommen¬ 
ded for your consideration that the divi¬ 
dend be increased to Rs 6 per share 
compared to Rs 5 per share paid during 
the 3 preceding years. The total amount 
of dividend recommended for this 
year is Rs 1,40,70,000 as compared to 
Rs 1,17,25,000 last year. This recom¬ 
mendation takes into account the large 
investment programme of your Com¬ 
pany for which huge internal resources 
would be needed. 

Self-Generated Growth 

17. The self-generated component in 
the total capital outlay of your Com¬ 
pany has increased further from Rs 
53.52 crore in March 1970 to Rs 65.42 
crorc in March 1971, the total capital 
outlay being Rs 135.19 crore and Rs 
175.19 crore respectively in the two 
years. 

Management Employee Relations 

18. Your Company has ipaintained 
its tradition of coordinated effort and 
full harmony between the employees 
and the management. The manage¬ 
ment has also continued its efforts to 
promote the welfare of the employees. 
An agreement has been negotiated with 
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the union of shore staff for a period of 
4 years with effect from January 1971 
as a result of which benefits accruing to 
the employees have been further libera¬ 
lised. The conditions of employment 
of executives have also been improved. 

attractive scheme has been intro¬ 
duced under which liberal loan assis¬ 
tance is available to the employees for 
purchasing their own residential ac¬ 
commodation in Bombay and Calcutta. 

Difficult Days Ahead 

19. Though * tfie operational and 
financial results have been good in 
1970-71, the immediate future is far 
from reassuring as the shipping industry 
is faced with a very difficult situation 
both in liner shipping and in the area 
of tramp operation. On the one hand, 
there has been an unprecedented in¬ 
crease in the price of ships. On the 
other hand, while the costs of operation 
are mounting Sharply there is a preci¬ 
pitous fall in the tramp market depres¬ 
sing the revenues. 

20. The overall profitability of liner 
operations of your Company has been 
declining year after year because des¬ 
pite periodical increases in freight 
rates, the gross earnings have not been 
able to keep pace with increasing costs 
of operation. 

21. Due to a steep decline in export 
cargoes to the U.S.A. in 1970-71 and 
because of reduction in aid which ad¬ 
versely affected import cargoes, the 
sailings on India/U.S.A.-Atlantic sec¬ 
tor, one of the most important liner 
routes had to be curtailed. There was 
also a decline in traffic on other impor¬ 
tant routes like India/Black Sea and 
India/Australia. Cargoes to Japan also 
came down considerably due to the 
curtailment of export of iron scrap. The 
passenger traffic on Bombay/East Africa 
and Madras/Singapore routes conti¬ 
nues to decline due to which the pas- 
senger-cum-cargo services serving these 
routes are operating at a loss. 

22. Bunker prices have escalated 
sharply during the last two years. The 
impact of increase in bunker prices 
would be felt even more severely during 
the current year. Cargo handling costs 
constitute more than 50 percent of the 
direct operating expenses of the liner 
services. These continue to increase 
on account of rising wage levels, spe¬ 
cially in the % western countries and 
Japan. A new agreement signed in 
November, 1970 has increased the crew 
wages substantially. The cost of repairs, 
stores and insurance has also registered 
sharp escalation. 

23. The management of your Com¬ 
pany has been striving to mitigate the 
eiTect of rising costs on liner operations 
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to a certain extent through rationali¬ 
sation of sailings, carriage of palletised 
cargoes and some modification of ste¬ 
vedoring arrangements. Your Com¬ 
pany has also on order 6 fast vessels 
specially designed to carry unitised car¬ 
goes and, if necessary, containers. * 
The delivery of these vessels would 
commence next year. 

24. The tramp market which was at 
its peak towards the middle of last year 
has fallen steeply to an uneconomic 
level. Spot charter rates on important 
routes are only one third to one fifth 
of the rates prevailing at the peak of 
the market last year. The cut-back in 
Japanese steel production culminated 
in a virtual withdrawal by the Japanese, 
the largest charterers in the world, from 
the charter market, A number of ships 
taken on time charter earlier were also 
again offered on the market. The cur¬ 
rent monetary crisis has aggravated the 
situation and the Japanese are reported 
to have curtailed steel production by a 
further 5 per cent. Unless the mone¬ 
tary crisis is resolved and there is a 
revival of the world economy, the tramp 
market in the shipping would be in 
great distress. 

Hardening of Incentives for Develop¬ 
ment of Shipping 

25. Shipping has always been a 
capital intensive industry. The capital 
requirements have increased enormously 
in recent years due to inflationary pres¬ 
sure which has been felt particularly 
acutely in shipbuilding on account of 
its being a labour intensive industry. 
Over the last 3 years prices of ships 
have gone up by more than 100 percent. 
Hence the curtailment of incentives 
available to Indian shipping compa¬ 
nies during the last few months has 
come about at a very difficult time. 
It has been announced that after May 
1974 the development rebate avail¬ 
able to Lhe shipping companies would 
stand withdrawn. The rate of interest 
at which loans were available from 
the Shipping Development Fund to the 
shipping lines has also been increased 
from 3 percent to 41 percent per an¬ 
num. 

26. Development rebate was allowed 
to Indian shipping industry to induce 
the shipping lines to plough back their 
profits for the expansion of Indian 
shipping (even before declaring divin- 
dend) keeping in view the fact that the 
replacement price of old vessels was 
much higher and recognising that all 
countries, developed and developing, 
give incentives to their national shipping 
industry. The withdrawal of the deve¬ 
lopment rebate is bound to retaxd ap¬ 
preciably the growth of Indian ship¬ 
ping. The implications are particularly 
serious for yoUr Company m view of 
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its massive expansion and investment 
programmes. 13 out of 3? ships on 
firm order are scheduled to be deli¬ 
vered after May 1974 and unless the 
policy is modified in the meantime, the 
investment on these ships amounting 
to Rs 84.35 crore would not secure a 
development rebate. Investment on 
additional ships yet to be ordered would 
also be similarly affected. 

27. The fortunes of shipping industry 
have always moved m a cycle. Lean 
years have invariably followed profit¬ 
able periods. After passing through a 
comfortable phase, the shipping indus¬ 
try is already in the midst of a very 
bad patch. The incentives available to 
Indian shipping industry must always 
be viewed in a long time perspective 
so that the industry can sustain itself 
and grow despite difficulties faced 
during bad years. 

28. In conclusion it may be said that 
your Company has made an allround 
progress. It has ambitious plans and 
an organisation which can be readily 
adapted to take additional burdens. 
Despite difficult prospects in the im¬ 
mediate future for the shipping in¬ 
dustry, your Company will be able 
to tide over this period. 
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BHARAT EARTH MOVERS LIMITED 

speech of Lt. General Dubey, Chairman 


Gentlemen, 

I have great pleasure in welcoming 
you to the 7th Annual General Meeting 
of your Company. The Directors’ Re¬ 
port and the Audited Accounts for the 
year ending 31st March, 1971 have 
been circulated to you and with your 
permisston 1 shall take them as read. 

2. I would like to first briefly touch 
upon the performance of your Com¬ 
pany since its inception. Starting with 
Rs. 5,1 crores in 1965-66 the sales of 
the Company went upto Rs, 5.7 crores 
in 1966-67, Rs. 13.9 crores in 1967-68, 
Rs, 21.5 crores in 1968-69, Rs. 22.80 
crores in 1969-70 and Rs. 26.80 crores 
in 1970-71. As a result of the progres¬ 
sive increase in the turn-over and conse¬ 
quential increase in profit, it has been 
possible for your Company to build 
up its reserves from Rs. 40.00 lakhs in 
1965-66 to Rs. 702.00 lakhs in 1970-71. 
The Company declared a dividend of 
3% for the years 1967-68, 1968-69 and 
1969-70, and it is now proposed to in¬ 
crease it to 4% for 1970-71, 

3. You would have observed that 
your Company has made substantial 
progress during the year under review. 
The turn-over of the Company in¬ 
creased by 17%. 1 am also happy to 
report that during the year the Com¬ 
pany made a profit of Rs. 2.98 crores 
after taxation as against Rs. 1.44 
crores in the previous year. The inter¬ 
nal resources of the Company have also 
increased from Rs. 5.7 crores to Rs. 
9.4 crores and your Directors have 
recommended a dividend of 4% on 
Equity Capital of Rs. 11.89 crores. 

4. Your Company has continued to 
lay stress on the quality of its products, 
it has also been their constant en¬ 
deavour to fulfil their commitments to 
our customers. I am glad to inform 
you that the Railcoach Division of the 
Company has all through the year 
maintained both the requisite sche¬ 
dules as well as the targets that it set 
itself to achieve on the basis of custo¬ 
mers orders. I would like to bring the 
good work of their division particu¬ 
larly to your notice. In so far as the 
Earth Moving Division is concerned, 
their task has not been too easy, 
particularly because of their de¬ 
pendency for certain critical bought 
out items on other trade sources. 
Your Directors have been seized of 
these problems and certain remedial 
measures have been considered in this 
regard, the most important one being 
to ensure a regular flow of castings to 
the requisite quality. Another impor¬ 
tant step under consideration is provi¬ 
sioning of better and more compre¬ 
hensive testing of critical indigenous 
components and assemblies, like the 


engine; before fheir acceptance from 
outside sources. 

5. Sustained efforts towards import 
substitution have and are being made 
by the Company. It is gratifying to note 
that in a short period of 4 years, the 
Company has achieved indigenisation 
on an average Of 50% for the various 
types of earth moving equipment. In 
the case of sOmfe of the major items 
manufactured, such as LW-35 and 
D80-8, the Company has succeeded in 
achieving an indigenisation of 61-62%. 

With the import substitution efforts 
made, it has been possible for the Com¬ 
pany to contribute to a saving of Rs. 
8.7 crores in foreign exchange since its 
inception. 

The next two*-years are important in 
the life of the Company as in the im¬ 
port substitution plan we will be work¬ 
ing on certain sophisticated components 
and assemblies. Careful watch will be 
necessary not only from the point of 
view of time frame available for 
product development, but also that the 
quality standards are maintained. 

6. Realising the highly competitive 
nature of the Earthmoving equipment 
industry and the need for rapid import 
substitution and indigenisation, your 
Company had set up a Research and 
Development Organisation in 1969. 
Like all progressive manufacturers, your 
Company has also set apart a substan¬ 
tial amount for Research and Develop¬ 
ment activities. Your Company is 
also recruiting and training young en¬ 
gineers with aptitude for Research and 
Development work to ensure that in 
course of time it has a fully trained de¬ 
sign talent available to undertake im¬ 
provements in. current models and to 
develop new and better models. The 
organisation has already made appre¬ 
ciable progress in indigenisation 
of sophisticated assemblies such 
as clutches, transmissions, and hydrau¬ 
lic assemblies. It has also designed and 
developed agricultural implements like 
Disc Harrow and Disc Plough for 
attachment to D-50 tractors. 

7. As in previous years your Com¬ 
pany deputed during the year a number 
of employees to various Seminars and 
Conferences organised by professional 
and management, associations in keep¬ 
ing with its policy to develop manage¬ 
rial and supervisory skills in modern 
techniques of management. Employees 
were also deputed to the Collaborators’ 
works abroad foi varying periods of 
attachments and training. * 

With a view to strengthen the inven¬ 
tory control system your Company has 
a programme for consulting profes¬ 
sional bodies and technically qualified 
personnel. Inventory Control and 


various applications relating to account¬ 
ing and processing of customers en¬ 
quiries and orders for spare parts, pro¬ 
cessing of payroll, etc., have already 
been put on the computer. 

8. The Company has always paid 
keen attention to provide customer 
satisfaction by concentrating on mak¬ 
ing available after sales service. This 
aspect needs particular emphasis since 
the Company has now made a small 
beginning in the fields of export. With 
this end in view Zonal, District and 
Site Offices have been organised at 
more appropriate locations with ade¬ 
quate trained staff. Effbrts are also be¬ 
ing made to provide adequate spares 
coverage and maintain a closer liaison 
with users of our equipment, particularly 
where isolated machines are working. 

9. Your Company has always been 
conscious of the needs and aspirations 
of the workers. The Management 
has always laid emphasis on providing 
for all the legitimate dues to the wor¬ 
kers, irrespective of their status. By 
and large the relationship between the 
Company’s management and industrial 
workers has been correct and cordial. 
Recently, however, the relations have 
become strained on the question of dec¬ 
laration of bonus. Despite earnest 
attempts on the part of the Management 
to arrive at an understanding with the 
workers, the Company had to declare a 
lock out to ensure safety of the em¬ 
ployees and its assets. The lock out is 
still continuing. I can assure you that 
it was really a painful decision to take. 
I only hope that we are in a position to 
restore normalcy early. The stoppage 
of work is bound to upset our produc¬ 
tion schedules, and the Company hopes 
the customers will bear with us. 

10. Besides our recent difficulties 
the period on the whole has been quite 
an eventuful one with the Company in¬ 
creasing its production, making a 
beginning in exports and also making 
slight increase in the dividend to share 
holders. The progress made so for is 
a matter of satisfaction. I am sure, all 
of you will join me in congratulating 
the Managing Director, his staff and all 
workers who by their unsparing efforts 
made this progress possible, I would 
also like to thank all my colleagues on 
the Board for the valuable advice, co¬ 
operation and support received from 
them during the tenure in the service as 
Directors. Personally, it was a real pri¬ 
vilege for me to be of service to the 
Company. 

JL I now move that the Directors* 
Report and the audited Balance Sheet 
and Profit and Loss Account for the 
year ended 31st March, 1971, be ap¬ 
proved and adopted. 
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RECORDS AND STATISTICS 

McNamara's Emphasis on Export 
Manufacture 


In his address to the Board of Gover¬ 
nors of the World Bank Group on 
September 27, Mr Robert S. McNa¬ 
mara, President of the World Bank, 
urged that solutions to the current 
trade and monetary crisis should be 
tailored to permit the promised increase 
in resources from rich countries to 
poor countries. The developed coun¬ 
tries, he added, had publicly committed 
themselves to increase public develop¬ 
ment assistance by 56 per cent—from 
$8 billion in 1970 to $ 12.5 billion in 
1975. The World Bank Group was 
also mobilising resources to increase 
its lending operations which reached the 
record figure of $ 2.6 billion in the 
fiscal year 1971. 

Mr McNamara warned the develop¬ 
ing countries that they were making a 
mistake by continuing to rely on their 
domestic markets as the basis for in¬ 
dustrial expansion rather than attemp¬ 
ting to break out into foreign markets. 
The countries which had oriented their 
manufacturing sectors towards exporting 
had been more successful in both growth 
and employment creation than those 
which had continued to rely entirely 
on import substitution. 

Full text of Mr McNamara's address 
follows :— 

Today I want to talk with you mainly 
about the basic problems of develop¬ 
ment : nutrition, employment, income 
distribution, and trade. However, be¬ 
fore doing so, let me comment briefly 
on the events of the past few weeks and 
their relation to the developing world. 

Difficult Period 

It is clear that we are in for a diffi¬ 
cult period of basic readjustments in 
international monetary and trade ar¬ 
rangements and that the repercussions 
may continue for some time. Although 
the solution of these problems is not 
the responsibility of the World Bank, 
we are deeply concerned with the man¬ 
ner of their resolution because of the 
impact it may have on the external 
trade of the developing countries, and 
on the resource flows to them. 

The transfer of public and private 
capital to the developing countries— 
to which all the advanced countries are 
committed—is critically dependent on 
the operation of an exchange system 
that does not interfere with their conti¬ 


nued flow. Foreign exchange difficul¬ 
ties have at various times induced do¬ 
nor countries to tie their aid to domes¬ 
tic procurement, to inhibit the outflow 
of private capital, and sometimes to 
limit their appropriations for public 
development loans and grants. In recent 
years a serious obstacle to the achieve¬ 
ment of the United Nations target 
of a transfer of public and private capi¬ 
tal equal to one per cent of the GNP 
of the developed countries has been 
the preoccupation of some of the do¬ 
nor countries with the effect of such 
transfers on their balance of payments. 
Whatever steps are taken to improve 
the operation of the international 
monetary system must be such as to 
permit a continuing increase in capital 
flows to meet the targets to which the 
developed countries have subscribed : 
an increase in public development assis¬ 
tance from eight billion dollars per year 
in 1970to SI2.5 billion per year in 1975. 

Mutual Benefit 

The developing countries are just as 
dependent for their continued growth 
on a rapid expansion of trade with 
advanced countries. Developing and 
developed countries alike will benefit 
from an international financial frame¬ 
work which permits smooth and rapid 
growth of production and trade. I 
will develop this subject at greater 
length further on. 

At this point I sinjply wish to give 
an indication of the degree to which 
the developing world is concerned both 
with the restoration of financial equi¬ 
librium among the major trading coun¬ 
tries and with the formulas by which 
that equilibrium is achieved. 

Now, before turning to the pro¬ 
blems of development, I want to report 
to you on the operations of the World 
Bank Group during the past year, 
and on our plans for the remaining 
period of our first Five-Year Pro¬ 
gramme. 

Operations in Fiscal Year 1971 

During the past fiscal year our new 
loans, credits and investments totalled 
$2.6 billion. This compares with $2.3 
billion in 1970, $1.9 billion in 1969, 
and $ one billion in 1968. The total cost 
of these development projects, which 
have been financed in part by the Bank 
Group during the pastyeur, amounted to 
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seven billion dollars. For some 90 per cent 
of the projects, it was possible for the 
Bank to prepare estimates of the annual 
rates of return to the developing coun¬ 
tries—they average 18 per cent. 

To finance a rise in disbursements, 
and to increase liquid reserves, the 
Bank borrowed $1.37 billion during the 
year. This brought its level of liquidity 
to $2.6 billion—up $500 million from 
June 30,1970, 

Our operations in J97I, as was the 
case in 1970, benefited from the un¬ 
usually high rate of earnings on the 
investment of our liquid reserves with 
the result that the year's net income 
totalled $212 million. 

Five-Year Programme 

You will recall that three years ago, 
wc outlined a Five Year Programme for 
the Bank Group. Our overall ob¬ 
jective was to double the level of invest¬ 
ments in the period FY 1969-1973 as 
compared with the previous five years. 

In FY 1971, the midpoint of the five- 
year target period was reached. What 
have been the results? New commit¬ 
ments for the first three years have 
totalled $6.8 billion. Taking account 
of the operating programme for the 
current year, FY 1972, and the pros¬ 
pects for the following year, it seems 
probable that the final total for the 
five-year period will in fact exceed 
$12 billion—more than double the level 
of 1964-68. 

As you remember, our goals also 
included trebling lending in the field 
of education, and quadrupling it in the 
agricultural sector. At midpoint in the 
Five-Year Programme, those goals are 
on schedule and are being met. 

Another objective we have sought is 
to give greater emphasis to assisting 
the very poorest among our member 
countries--countries with per capita 
incomes of $100 or less. Our current 
estimate is that during the five-year 
period from 1969 to 1973 we will have 
assisted the poorest countries with a 
total of 215 separate projects. The 
comparable figure for the first 23 years 
of the Bank’s activities—from 1946 to 
1968 -was 158. 

The 12 months since we last met 
hhve, then, been productive in the pur¬ 
suit of the objectives of the Five-Year 
Programme. These objectives appeared 
arduous when we set out in 1968, and 
they remain so. But already wc are 
planning what the Bank might do in a 
second Five-Year Programme from 
FY 1974 to 1978. These plans will 
become clearer over the next 12 months, 
and we will want to discuss them 



678 

with the governors at next year’s meet¬ 
ing. 

It is becoming increasingly appa¬ 
rent that such future plans of the World 
Bank Group, as well as of other bila¬ 
teral and multilateral development 
finance agencies and most important¬ 
ly, of the developing countries them¬ 
selves, must give far greater attention 
to the basic problems affecting the lives 
of the developing peoples. These prob- 
lems—which stem largely from the 
unanticipated growth of population— 
include severe malnutrition, rising un¬ 
employment, and the growing inequality 
in the distribution of income. 

If we do not deal with these funda¬ 
mental issues, development will fail. 
The best appraised project, with the 
highest rate of financial return, will be 
of no avail if the community as a whole 
dissolves into bankruptcy or civil 
chaos. 

It is to these problems and their 
implications for all of us who are en¬ 
gaged in development that I turn now. 

Status of Population Planning 

Events of the past year have only 
reinforced what we discussed at our 
meeting in Copenhagen: that popula¬ 
tion planning must have high priority 
in most of the developing countries— 
even in those countries where the symp¬ 
toms of overpopulation are not yet 
fully evident. Much more time is re¬ 
quired than is generally imagined in 
order to translate population planning 
programmes into reasonable rates of 
growth. 

Last year I noted that 22 develop¬ 
ing countries had adopted official popu¬ 
lation planning policies. In launching 
Ghana's National Family Planning 
Programme in 1970—the first such 
national programme in West Africa— 
the Minister of Finance stated: 

“The present rate of growth increas¬ 
es our population by 5,000 people 
every week... .In simple terms, it 
means that as a Nation we are in¬ 
creasing in number faster than we 
can build schools to educate our 
youth, faster than we can construct 
hospitals to cater for the health 
needs of the people, and faster than 
we can develop our economy to 
provide jobs for the more than 
140,000 new workers who enter our 
labour force each year. Ouf rate of 
population growth poses a serious 
threat to our ability both as indivi¬ 
duals and as a government to pro¬ 
vide the reasonable needs of our 
people.” 

In the past 12 months several more 
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governments have moved in this direc¬ 
tion. 

But though this trend is encouraging, 
one must admit that only in a handful 
of developing countries is the population 
problem perceived by the top political 
leadership as a matter of high priority. 

It is in part due to the absence of 
strong political support that the measur- 
ble effect to date of population plan¬ 
ning programme on fertility rates is 
insignificant. Bu£ even with the requi¬ 
site political support, even with expect¬ 
ed advances m contraceptive tech¬ 
nology, even with major improvements 
in the administration of the program¬ 
me—and to all of these critical elements 
wc must give much greater emphasis— 
decades will pass before the rate of 
growth declines to reasonable levels. 
In the meantime, the world is going to 
get immensely-more populous than it 
already is. 

The latest demographic studies, com¬ 
pleted within thij past year, indicate 
that if a net reproduction rate of one 
(an average of two children per couple) 
is reached in the developing countries 
by the year 2040—a possible but by 
no means certain achievement—their 
present population of 2.6 billion will 
increase more than fivefold to nearly 
14 billion. If the net reproduction 
rate of one could be reached two de¬ 
cades sooner, the ultimate size of the 
population of the developing countries 
would be reduced by over four billion, 
a figure substantially in excess of the 
total planet’s population today. 

Important Conclusions 

There are two important conclusions 
we can draw from these projections: 

1. Each decade of delay in addressing 
the population problem in deve¬ 
loping countries will lead to an 
ultimate population in those na¬ 
tions approximately 20 per cent 
larger than would otherwise be 
the case. 

2. Even on very favourable assump¬ 
tions, the populations of the deve¬ 
loping countries will continue to 
grow rapidly for several decades, 
expanding perhaps fourfold from 
present levels and reaching a total 
of nearly 10 billion. 

The implications of these facts for all 
of us engaged in development are 
clear: 

* 

*We must intensify our efforts in 

population planning, seeking to 

shorten the time required to reduce 

the rate of growth. 

*We must reshape development pro- 
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gramme for the next decade or two 
to take account of what is certain 
to be a continuing rapid growth of 
total population. 

Development programmes have not 
as yet adjusted to the consequences 
of continuing population growth. Two 
of these consequences—widespread 
malnutrition and chronic and grow¬ 
ing unemployment—require particular 
attention. 

Malnutrition and Development 

Much of the most significant know¬ 
ledge dealing with nutritional deficien¬ 
cies—and most particularly the implica¬ 
tions for development—has been dis¬ 
covered only recently. Even now the 
full extent of these deficiencies in the 
less-advantaged countries and the de¬ 
gree to which they seriously limit eco¬ 
nomic and social progress is only 
beginning to become apparent. And we 
have hardly even begun to develop plans 
to deal with the problem. 

The facts arc that: 

* Malnutrition is widespread. 

* It is a major cause of high morta¬ 
lity among young children. 

* It limits the physical—and often 
the mental—growth of hundreds of 
millions of those who survive. 

* It reduces their productivity as 
adults. 

* It is therefore a major barrier to 
human development. 

And yet, despite the evidence that 
with a relatively small per capita expen¬ 
diture of resources major gains can be 
achieved, there is scarcely a nation in 
the developing world where a concerted 
attack on the problem is underway. 

The number of childhood deaths— 
deaths which studies by the FAO and 
the Pan American Health Organization 
show to result in large part from mal¬ 
nutrition—is enormous in the poorer 
countries. 

* In India, there are large areas where 
deaths in the first year of life num¬ 
ber as many as 150 to 200 per 
thousand live births. 

* In the United Arab Republic, the 
proportion of children between the 
ages of one and two who die is 
more than 100 times higher than in 
Sweden. 

* In Cameroon, children under five, 
although only one-sixth of the 
population, account for one-half 
of the deaths. 

But not all malnourished children die. 
Hundreds of millions of those who live 
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suffer serious deprivation of the oppor¬ 
tunity to realise their full human poten¬ 
tial 

The deprivation often begins before 
the child is born. In the last three 
months of pregnancy, and the first two 
years after birth, a child’s brain reaches 
neatly 90 per cent of its structural deve¬ 
lopment. During that critical period, a 
deficit of protein can impair the brain’s 
growth. Autopsies have revealed that 
young children who die of protein- 
calorie malnutrition may have less than 
half the number of brain cells of ade¬ 
quately nourished children in the same 
age group. 

But malnutrition attacks not only 
the mind but the body as well. Protein 
deficiency seriously limits physical deve¬ 
lopment. The FAO estimates that more 
than 300 million children from the 
poorer countries suffer “grossly retard¬ 
ed physical growth. 

Prolonged into adulthood, the poor 
mental and physical growth characteris¬ 
tics of the early years can greatly im¬ 
pair the range of human capacities. 
Add to that the current low standards 
of nutrition for adults in much of the 
developing world, and it is clear why 
there are adverse effects on the ability 
to work. 

Eradication of Poverty 

In one sense, of course, the ultimate 
cause of malnutrition is poverty. But 
this does not mean that we either must, 
or can even afford, to wait for full eco¬ 
nomic development to take place be¬ 
fore we begin to attack the problem. 
On the contrary, reducing the incidence 
of malnutrition will itself accelerate 
economic development and thus con¬ 
tribute to the amelioration of poverty. 

As in the case of the population 
problem, the nutrition problem repre¬ 
sents less a need for new and immense 
amounts of development capital, than 
a need for a better appreciation of the 
situation. What wc already know sug¬ 
gests that to meet basic nutritional de¬ 
ficiencies of hundreds of millions of the 
developing peoples will not entail un¬ 
acceptable costs. It has been estimated, 
for example, that at a cost of eight 
dollars per child per year one could 
make up the deficiencies of a diet that 
now deprives him of one-fourth of his 
protein need and one-third of this 
caloric heed. 

There are, in fact, many promising 
possibilities for increasing the nutri¬ 
tional value of food through low-cost 
agricultural and industrial solutions. But 
the central conclusion I wish to propose 
to you is that research has now provid¬ 
ed all of us—-the international develop¬ 
ment community, and the individual 
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governments of the countries concern¬ 
ed—‘With the necessary information both 
to recognise the importance and implica¬ 
tions of the nutrition problem, and to 
take the requisite action to deal with 
it. 

I turn now to another serious con¬ 
sequence of the population explosion: 
unemployment. 

Unemployment Problem 

The fall in the death rates, which 
caused the population explosion in 
developing countries, disproportionately 
affected the youngest age groups. These 
youngsters are now reaching working 
age, and throughout the developing 
world the labour force will grow at a 
substantially faster rate in the 1970s 
than it did in the 1960s. In Latin Ame¬ 
rica, for example, the rate is already 
over three per cent. 

What such figures mean for some of 
the principal countries is staggering. 
It is estimated, for example, that the 
Indian labour force will grow by over 
50 million in the next 10 years. This 
is equivalent to the combined labour 
force of Great Britain and the Federal 
Republic of Germany. 

Available statistics and concepts of 
employment and unemployment are 
both inadequate and ambiguous in less- 
developed countries. However, today I 
believe most economists would agree 
that: 

* Unemployment and underemploy¬ 
ment are extremely serious in the 
developing countries, much more 
so than in the developed countries. 

* On reasonable definitions—includ¬ 
ing allowances for underemploy¬ 
ment—unemployment approximat- 
te$ 20-25 per cent in the poorer 
countries. 

* If past patterns continue, unem¬ 
ployment is bound to become 
worse. 

It can, of course, be misleading 
to speak of the employment problem. 
There are in fact two distinct employ¬ 
ment problems: one urban and 
one rural. Of the two, the urban pro¬ 
blem is usually the more dramatic since 
it is more open and visible. 

In the urban areas of the Philippines 
it was 13 per cent; in Bogota 16 per 
cent; and in Kingston 19 per cent, dur¬ 
ing the sixties. 

But as bad as the urban situation is, 
almost everywhere the ruml problem is 
worse. ■It has heen estimated that in 
Latin America rural undeipmployment 
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amounts to the equivalent of one-third 
of the entire agricultural labour force. 

Rural and urban unemployment are 
clearly related: that in urban areas re¬ 
sults from the growing inequality bet¬ 
ween the incomes of those fortunate 
enough to obtain urban employment, 
and the mass of the rural poor. To 
many in the countryside it appears 
more attractive to migrate to the cities 
and wait there—even without work— 
in the hope of eventual employment, 
rather than to endure the poverty of 
underemployment in agriculture. 

So, solving the urban problem de¬ 
pends on solving the rural problem. 
And the solution to the rural problem 
must be found mainly in the rural 
areas. There simply is no hope, in most 
countries, that urban job creation will 
be fast enough to absorb all the under¬ 
employed from the countryside. 

I Unequal Distribution 

One of the most disturbing facts about 
the mounting underemployment of 
labour and the increase in rural poverty 
is that they have taken place during 
a period when total income was growing 
at an unprecedented rate. In aggre¬ 
gate terms, the First Development 
Decade was successful: the average an¬ 
nual growth in GNP o£thc developing 
countries more than met the target of 
five per cent per year. But the distribu¬ 
tion of this GNP increase has been so 
unequal—as between countries, regions, 
and socio-economic groups—that it has 
finally created a reaction against growth 
as the primary development objective, 
and a demand for greater attention to 
employment and income distribution. 

My own view is that development 
policies must explicitly aim at greater 
employment and greater equality of in¬ 
come distribution. And the lesson of the 
last decade has been that we cannot 
simply depend on economic growth 
alone to solve those problems. 

But it is equally true that to frame the 
issue as a mutually exclusive choice 
between economic growth and employ¬ 
ment is to oversimplify a very complex 
matter. What is required is a realistic 
search for measures which will provide 
satisfactory rates of both job creation 
and economic growth. We believe that 
such measures are within reach. 

Let me turn now to a consideration 
of such actions, first in the field of agri- 
culture and then in industry. Later, we 
will look at the requirement for an ex¬ 
pansion of exports to provide the 
foreign exchange necessary to support 
the advances in agriculture and indus¬ 
try. 

In the great majority of developing 
nations over half the labour force is 



680 


EASTERN ECONOMIST 


October 8# 1971 


engaged in agriculture -in the poorest 
countries over 80 per cent. This labour 
force, already disproportionately poor 
and underemployed, ts certain to con¬ 
tinue to expand. 

And yet the agricultural sector is be¬ 
ing neglected and penalised in most 
developing countries today. Public in¬ 
vestment favours urban areas, trade, 
exchange rate and price policies dis¬ 
criminate against agriculture. Excessive 
export taxes and rigid price controls 
restrict farm earnings, and squeeze the 
farmer who has had to buy manufac¬ 
tured inputs and consumer goods from 
protected high-cost domestic indus¬ 
tries. 

Agriculture and Rural Development 

Five years ago, drought on the Indian 
subcontinent awakened the world to 
the precariousness of its food supply. 
Since then progress in Asian cereal 
production has been dramatic enough 
to justify the term revolution. But this 
revolution has been limited to a few 
crops, limited to irrigated lands, and 
limited to a few countries. 

To benefit the majority of farmers, 
in the majority of countries, further 
technological research on non-irrigated 
agriculture for a large number of new 
crops, in a wide variety of growing 
conditions, is essential. 

Because of its importance, the Bank 
has taken a new step, and has joined 
with FAO and the United Nations Deve¬ 
lopment Programme to sponsor a 
consultative group to mobilise finance to 
expand this type of research. 

The Green Revolution also presents 
a social and economic challenge. It is 
to prevent the scientific advance from 
being monopolised by wealthier farmers. 
So far, the more-advantaged farmers 
have obtained disproportionate shares 
of water, fertilizers, seeds, and credit. 

And in many of the developing coun¬ 
tries agricultural incomes are largely 
exempt from direct taxation, with the 
result that large farmers have used their 
windfall profits to enlarge their farms 
even further. In contrast, the Republic 
of China imposes a seven-acre limit on 
farm size in Taiwan, and agricultural 
development has, as a consequence, been 
relatively labour intensive. 

What is frequently forgotten is that 
small farmers often work their holdings 
more intensively than large farmers, 
and often achieve a higher output per 
acre. Research in Colombia has shown 
that if land, labour and capital are given 
prices appropriate to their relative scar¬ 
cities, farms of less than 25 acres 
can be economically more efficient than 


substantially larger farms. Studies in 
India and Brazil have indicated similar 
findings. 

All this suggests that there are many 
communities in which the reasonable 
redistribution of land would be desir¬ 
able not only on grounds of equity, but 
on grounds of efficiency as well. Mere 
land redistribution by itself, however, 
is not likely to lead to more output un¬ 
less those who redteve it are also given 
the necessary assistance to finance and 
improve farming techniques. This will 
require a change in the structure of cre¬ 
dit institutions and extension services, 
which often serve only the larger farm¬ 
ers. 

Recent projects financed by the Bank 
have been directed expressly to small 
farmers, and to an integrated approach 
to rural development. But we have to 
admit that in this whole area we are 
still feeling our way. None of us in the 
Bank, or in the ^development commu¬ 
nity at large, can as yet presume that we 
are experts at designing the most effect¬ 
ive institutions for helping small farm¬ 
ers, or that we know enough about the 
use of labour-intensive methods of cons¬ 
truction, or how best to launch large- 
scale rural works programme. All 
these matters need much further study 
and experimentation. But the evidence 
already available does not indicate that 
greater attention to the poorer agricul¬ 
tural groups must inevitably entail sa¬ 
crifices of economic growth. Quite the 
contrary, we are confident that for¬ 
mulas can be found for furthering both 
healthy rural growth and much more 
equitable income distribution. 

The solution, then, to the worst pro¬ 
blems of poverty and unemployment 
must be sought in the countryside. But 
under the best of circumstances, agri¬ 
cultural employment will not be able to 
grow fast enough to fully absorb the 
growing rural labour force. A rapid ex¬ 
pansion of industrial production will 
also be required. 

Strategy for Industrialisation 

Postwar industrial expansion in the 
developing world has been very impres¬ 
sive. Although starting from a very small 
base, it has increased at an average rate 
of six to seven per cent between 1950 
and 1970, exceeding the rate of increase 
in most of the industrial nations of to¬ 
day at a comparable stage of their deve¬ 
lopment. 

When starting the process, those deve¬ 
loping countries with sizable internal 
markets have naturally begun by pro¬ 
ducing at home items which they have 
had to import in the past. In order to 
encourage domestic f*roduction, some 
sort of protective policies against im\ 


ports—high imiport duties or quota res¬ 
trictions—have often been applied. 

But once this process is under wiy, 
developing countries are confronted 
with an important choice which subs¬ 
tantially affects the benefits Which they 
can derive from industrialisation. This 
choice is whether to continue to reply 
on the domestic market as the basis for 
industrial expansion, or to attempt to 
break out into foreign markets. And 
at this point many, if not most, of the 
developing countries have made the 
wrong choice: they have continued too 
far along the path of import substitu¬ 
tion. Today they find themselves in the 
uneconomic position of providing high 
levels of protection to capital-intensive, 
high-cost industries. 

Emphasis on Exports 

These problems can be overcome by 
shifting to an alternative strategy which 
gives greater emphasis to manufacture 
for export. The industries stimulated by 
such a programme will be those most 
suited to conditions in developing coun¬ 
tries. Many are likely to be relatively 
labour-intensive, 

And these advantages are not merely 
theoretical. The countries which have 
oriented their manufacturing sectors to¬ 
wards exporting have been more suc¬ 
cessful in both growth and employment 
creation than those which have conti¬ 
nued to rely entirely on import substi¬ 
tution. 

Among the most notable successes 
have been Korea and the Republic of 
China, which switched to exporting ear¬ 
ly in the industrialisation process. 

Undoubtedly it is easier to shift to 
greater exporting before the structure 
of manufacturing becomes fixed in a 
distorted high-cost pattern. However, 
recent achievements in Mexico, 
Brazil, and Yugoslavia suggest that it 
is possible for countries which have 
long emphasised import substitution to 
adjust export incentives to offset pro¬ 
tection, and as a result to enjoy a marked 
increase in manufactured exports. 

A critical question to this general 
line of reasoning is whether if develop¬ 
ing countries produce manufactured 
goods at competitive prices, the ten¬ 
dency of advanced nations to protect 
their existing industries will block their 
export. I shall turn to that issue next, 

' both because of its effect on employ¬ 
ment and because of its relationship to 
the availability of the foreign exchange 
required for the financing of a nation^ 
total development programme. 

The target for the Second Develop¬ 
ment Decade, adopted by the United 
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Nations Genera! Assembly Following 
our meeting in Copenhagen, calls for 
an average GNP growth rate of six 
per cent, and for an annual increase of 
approximately seven per cent in the 
imports of the developing countries. 

Foreign exchange requirements will 
grow faster than this. Developing coun¬ 
tries have had to borrow an increasing 
proportion of their financial require¬ 
ments. The result has been a rapid rise 
in obligations for the servicing of this 
debt in the form of amortisation and in¬ 
terest. The Bank’s projections indicate 
that these borrowings will lead to an 
increase in debt service substantially 
exceeding the rate of increase of national 
income. To attain a rate of import 
growth close to seven per cent, and 
meet their debt obligations, develop¬ 
ing countries will require foreign ex¬ 
change resources to grow by more than 
seven per cent a year. 

Foreign exchange is available from 
three sources: export earnings, foreign 
aid and private capital. Export earn¬ 
ings provide about 75 per cent of the 
total: foreign aid, 15 per cent; and 
foreign private capital, 10 per cent. 

I have repeatedly stressed the need 
for increasing foreign aid and in parti¬ 
cular the aid available on concessionary 
terms. This is essential for the develop¬ 
ing countries so that they can both 
service their debt and supplement their 
own domestic savings. We should not 
lose sight of this fact in designing mea¬ 
sures to meet the monetary problems of 
the advanced countries. Yet even if the 
developed nations which have subscrib¬ 
ed to the one percent of GNP aid tar¬ 
get do meet their goal in full, the fact 
remains that the major portion of the 
increase in foreign exchange needed by 
the developing countries will have to 
come from increased export earnings. 
These must grow at a rate in excess of 
seven per cent per year, doubling in the 
present decade. 

Let us look at the prospects for ac¬ 
complishing this formidable task. 

Trade Objectives for the 1970s 

The developing world as a whole can 
achieve this large export expansion 
only by a very rapid growth in its manu¬ 
factured exports. 

Apart from petroleum producers, the 
developing countries obtain about two- 
thirds of their export earnings from pri¬ 
mary commodities, and one-third from 
manufactures. The exports of primary 
commodities — food and agricultural 
products—are growing very slowly. 

The conclusion is then, that if the 
developing countries are to secure the 


foreign exchange they need, and achieve 
fuller employment, they must substan¬ 
tially increase their manufactured ex¬ 
ports. It is for these items that,world 
demand grows most rapidly. 

Growth in exports of manufactured 
goods from the developing countries 
has increased at an annual rate of about 
15 per cent during the period 1962-69. 

And if they could continue to grow at 
that rate, this would be enough to offset 
the slow growth of primary exports and 
to satisfy projected import require¬ 
ments. 

But a 15 per cent rate of growth in 
manufactured exports will be harder to 
achieve in the Seventies than it was in 
the Sixties. To do so, annual exports, 
which rose from less than two billion 
dollars in I960 to seven billion dollars 
in 1970, would have to quadruple to 
#28 billion in 1980. 

Finding Export Markets 

Although these exports need not all 
be aimed exclusively at the markets of 
the richer countries, the principal mar¬ 
kets must be provided there. The deve¬ 
loping countries have justifiable grounds 
for complaint that they are being treat¬ 
ed unfairly in their attempts to expand 
their manufactured exports to those 
markets. On the average, tariffs are 
higher on the kinds of manufactured 
goods imported from poor countries as 
compared to imports from rich coun¬ 
tries. 

Even worse than the absolute level 
of tariffs is the fact that they rise with 
the degree of fabrication. 

And perhaps worst of all, non-tariff 
barriers have proliferated in reent 
years. 

An important element of the UN 
Development Strategy is the proposal 
that the more-developed countries grant 
preferential treatment to the manufac¬ 
tured exports of developing countries. 
Representatives of 18 industrialised 
countries have agreed to do so. The 
European Community, the Nordic 
countries and Japan have already adopt¬ 
ed the plan. However, even if all 18 
countries carry out their part, these 
measures alone will enable the develop¬ 
ing nations to increase titeir trade by 
only one billion dollars a year, if the 
remaining #20 billion of additional ex¬ 
ports per year is to bt achieved during 
the Seventies, the developing countries 
jnjigt radically change their industrial 
policy from import substitution to 
export-oriented manufacturing, and the 
developed countries must provide the 
necessary markets by greater efforts 


to remove discriminatory trade restric¬ 
tions. 

But we must face the fact that expand¬ 
ing the volume of manufactured imports 
from the poor countries into the rich 
countries, while benefiting the majority 
of the citizens of the nch countries, 
will involve injuries to certain sectors 
of their economies. These injuries will 
be strongly—and rightly—resisted by 
the individuals and firms affected unless 
appropriate adjustment assistance poli¬ 
cies and procedures are introduced 
which keep fully in step with the reduc¬ 
tion of tariff and non-tariff barriers. 
Few, if any, developed countries now 
possess such policies and procedures. 
Without them the trade objectives and 
therefore the development goals can¬ 
not be met. 

Emphasis on Export Manufacture 

Let me now summarise and conclude 
the central case we have been dis¬ 
cussing: 

* Economic development in the se¬ 
cond half of this century is increas¬ 
ingly dominated by the consequenc¬ 
es of rapid population growth. 
Mortality has fallen faster than 
fertility and the effects of this dis¬ 
equilibrium require major changes 
in development policy if we are to 
achieve significant improvements in 
human welfare. 

* In the longer run, fhe most impor¬ 
tant issue is effective population 
planning. Its goal must be to sta¬ 
bilise the planet’s population seve¬ 
ral decades earlier—and several bil¬ 
lions lower—than would otherwise 
occur. 

* Since reducing birth rates to re¬ 
placement levels will necessarily 
require decades, we must reshape 
development programmes now in 
order to take account of what is 
certain to be a continuing rapid 
growth of population to levels here¬ 
tofore considered unlikely. Two of 
the consequences of such growth— 
widespread malnutrition and chro¬ 
nic and growing unemployment— 
require particular attention. 

* It is clear that malnutrition prevents 
realisation of the full genetic poten¬ 
tial of hundreds of millions of per¬ 
sons in the developing world and 
retards both economic and social 

* development. But research has 
pointed to feasible means to make 
immediate progress oft this neglect¬ 
ed problem. 

* The problems of unemployment 
and underemployment are already 
severe and will become worse as 
the rate of growth of the labour 
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force accelerates in the two or three 
decades ahead. 

* More equitable income distribution 
is absolutely imperative if the deve¬ 
lopment process is to proceed in 
any meaningful manner. Policies 
whbse effect is to favour the rich 
at the expense of the poor are not 
only manifestly unjust, but in the 
end are economically self-defeating 

* Poverty, inequality, and unemploy¬ 
ment cannot be elfcctivefy dealt 
with by expanding the urban sector 
alone, but must be attacked direct¬ 
ly in the rural areas through mea¬ 
sures which will raise the incomes 
of the poorer farmers and the land¬ 
less. 

* To achieve accelerated economic 
growth, an expanding flow of 
foreign aid remains critically im¬ 
portant. At best, however, it will 
be insufficient to meet the total 
foreign exchange requirements of 
the developing countries. Hence 
there must be a dramatic increase 
in their manufactured exports. This 
requires policy changes in the 
rich and poor countries alike: chan¬ 
ges which will necessitate difficult 
economic adjustments and require 
astute political leadership. 

The Bank Group's role in all of this 
is clear. Our mandate is to assist. 
That assistance must be both in the 
form of the policy advice leading to 
sound social and economic develop¬ 
ment programme—advice in accord 
with the implications we have been 
exploring—and an augmented capa¬ 
city to provide financial support for 
those programmes. 

In the end, development is complex. 
The danger is to oversimplify. Develop¬ 
ment has for too long been expressed 
simply in terms of growth of output. 
There is now emerging the awareness 
that the availability of work, the distri¬ 
bution of income, and the quality of life 
are equally important measures of 
development. 

Although this is gradually being 
accepted in theory, it has yet to be 
translated into practice by either the 
developing countries or the suppliers 
of external capital. 

It is toward this broader concept of 
the entire development process that the 
World Bank is moving. If we are to 
meet our mandate to our member coun¬ 
tries—and indeed to man himself—I 
believe we must move even faster. 

With your support, that is precisely 
what we propose to do. 
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ENTHRONING THE CONSUMER 


At another place in this journal, the editor, in his column, The Moving finger 
Writes’, has referred to the way politicians or bureaucrats look after—if that is the 
phrase— the interests of the consumer of which they are never weary Of proclaim 4 * 
ing themselves to be champions. The crude fact is that, in this country, the con¬ 
sumer is victimised by every conceivable vested interest. This is for the simple 
reason that, since everybody is a consumer, nobody seems p&tlteularly interested 
in speaking for him or her or xicting on his or her behalf. This is not the case 
with those interests which are less general in character, Where sections of people 
foil into recognisable categories, they are obviously better placed to function 
together to protect or promote their specific sectional interests. 

It follows that a consumer movement will not be easy to generate or organise 
in terms of sectional purposes or objectives. It has got to appeal to the self-respect 
as well as the enlightened self-interest of ail our men and women, both individually 
and in the mass. This demands initiative and enterprise, dedication and leader¬ 
ship from public-spirited citizens who are prepared u> bond themselves not only 
to crusade for a cause but also co-operate constructively with like-minded people 
m all sections of the community. It would be easy indeed to conceive of the con* 
sumer as one who is engaged in battling against several Establishments and, thanks 
to Ralph Nader’s giant-killing exploits against the big corporations in the United 
States, it has become a habit with those engaged in consumer movements all over 
the world to deal glibly in warlike language and military phrases. Thus, we not 
only hear of the embattled consumer but even of militant “consumerism”, an 
awkward verbal concoction in all conscience, which is supposed to draw level 
with or overwhelm all the aggressive 'isms’ of history, past and present. 

Especially m our country where opportunist politicians and ‘committed* 
officials have been trying to brain-wash the public into believing that the rise in 
prices or the recurring shortage of essential goods, which are but a reflection of 
the mismanagement of the economy by a government which has assumed primary 
responsibility for planning, are in fact being caused solely by the greed of profit¬ 
eering or black-marketing manufacturers or middlemen, it is important that the 
consumer movement, which is still in its infancy, should not be allowed to be ex¬ 
ploited for political purposes. It is undoubtedly true that a number of malprac¬ 
tices exist in industry and trade and no consumer movement worth the name could 
or should compromise in any way its utter rejection of unfair business practices. 
But, while organising the consumer and assisting him or her in enforcing the disci¬ 
pline of fair trade on business, starting from big corporations and industrialists 
down to street-coiner shops, the consumer movement in this country, in its own 
interest, ought to gather to itself the goodwill and co-operation of responsibly 
sections of the business community as well 

It is worth noting here that many business leaders have themselves come for¬ 
ward to give the right lead to industry and commerce to frame and observe a code 
of fair practices. 1 here are already a few organisations in the country id thjs area 
of consumer protection; perhaps the best known among them is the Consumer 
Ouiding Society of Bombay and the work and achievements which are already to 
its credit can serve as an encouragement to further and larger efforts in this field. 
This is particularly important because the time is ripe for an effort at the national 
level to give more representative institutional form and thrust to the consumer 
movement. An organisation called ‘The Indian Consumers Union* was in foot 
registered recently m New Delhi under the Societies Registration Act, 1860, and 
the ICU is planning a series of panel discussions to be held in October/November 
this year as a forerunner of the first AU-lndia Conference on Consumer Orientation 
which is planned to be held in New Delhi over a period of three days from Decem¬ 
ber 4 to 6. 

In matters such as these, there is always* the danger that people succumb to 
temptation to start rival organistions rather than come together to build one ef¬ 
fective agency. Ideally the consumer movement should be a federal movement 
with an apex organisation functioning throughout the country through a network 
of local institutions in cities, towns big or small, and perhaps in groups of villages. 
It is possible that the ICU aspires to perform in due course the role of the apex 
organisation in such a scheme, but in order that it is able and cau be trusted to dp 
so, it should first establish firmly the democratic character of its composition and 
functioning. Mr Manubhai Shah who has accepted the presidentship of the ICU 
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(for which the preliminary Work has in this respect botjfihe integrity and 

'imm done by the Institute m Marketing efficiency of the ICu wit) be ensured 

and Management, New Delhtyland the ultimately only by the active particjpat- 

Executive Director, Dr Jagjit Singh, Ion of a large number of public-spirited 

seem ^genuinely interested m making men and women who am prepared to 

the executive committee a demo- give sufficient time %nd energy to the 

cratic body which it will be activities of the organisation. It is to 

difficult for individuals or cliques to be hoped that the forthcoming All- 

dominate. It is the sad fate of many India Conference on Consumer Oden* 

public organisations in our country tation which the Institute of Marketing 

that they are still-born or are con- and Management, New Delhi, and the 

demned to lead a sickly existence be- ICU arc sponsoring jointly as a first 

cause their key men or women turn major step towards the launching of a 

out to be interested in using such orga- national consumer movement will pro- 

nisations for their self-aggrandisement, mote sufficient interest in the country 

The sponsors of the ICU and those who so that the ICU is enabled to function 

are associated with them have so far from the start as a broad-based demo- 

tried earnestly to organise sufficient cratic movement of the people, for the 

institutional safeguards for the, ICU people, by the people. 

1$ It Too Early, Mr Chavan ? 


Dlspiti thc many “untold” stories 
which have been written by individuals 
of varying degrees of importance about 
what has been going on behind the 
political scene or in the corridors of 
power, much of our history since 
Independence would seem to be des¬ 
tined to wait indefinitely for an authen¬ 
tic chronicler. This might be parti¬ 
cularly true perhaps of the Indo-SOviet 
treaty of which nobody appears to be 
inclined at the present time to disclose 
the whole truth. On the contrary, its 
enthusiasts or apologists have been 
trying very hard indeed to make it 
mean all things to all men. That they 
have been remarkably successful in 
this effort is seen from the fact that both 
Rajaji and the CPI have found it pos¬ 
sible to rejoice in this Moscow-New 
Delhi Jink. Those of us who may be 
apprehensive that this treaty may have 
weakened our diplomacy in Washing¬ 
ton more than it has strengthened our 
diplomacy in Peking may perhaps be 
still willing to concede to the govern¬ 
ment limited credit for having shewn 
initiative in strengthening the country's 
resources of external security in the 
face of the current crisis in Indo-Pakis- 
tan relations. These very same people, 
however, would be justified in feeling 
equally disappointed with govern¬ 
ment's failure to strengthen the eco¬ 
nomic defences of the nation which 
too have been jeopardised by the deve¬ 
lopments m East Bengal. 


It is indeed a sad comment on the 
government’s loss of contact with reality 
ihat the Minister for Planning should 
have chosen this moment to talk of 
embarking on preparatory work for a 
fifth Plan. Can Mr C. Subramaniam 
be really innocent of the truth that the 
people do not trust any longer the 
government's time-lablcs of develop* 
ment* It would have been possible 


This article by the Editor is reproduced 
courtesy The Hindustan Times In which It 
appeared on October 12. 


for New Delhi to persuade the nation 
to believe that these quinquennial 
documents of planning intentions did 
mean something only if there had been 
a continuous basic trend of increasing 
efficiency in the government's manage¬ 
ment of the economy and, along with 
it, solid progress in the main indica¬ 
tors of economic growth and welfare. 
As it is, the men and women of this 
country are more concerned with their 
current problems of rising prices and 
declining employment opportunities 
than with Mr Subramaniam's labours 
for fashioning a fifth Plan or even 
salvaging the present fourth Plan. 
So far as the people’s hard task of 
living their everyday life is concerned, 
Yojana Bhawan has become as distant 
or dream-like as Rashtrapati Bhawan 
itself 

This is a truth which the Finance 
Minister must recognise even more 
emphatically than the Minister for Plan¬ 
ning, While the latter has the facility 
of operating on a five-year time-scale 
Mr Chavan must necessarily function 
from one annual budget to another. 
Unfortunately the Finance Minister's 
priorities nevertheless seem to be as 
irrelevant as the Planning Minister’s, 
President Nixon’s new economic policy 
for the United States seems to have 
provided Mr Chavan with an excuse 
for trying to do without any economic 
policy for his own country* *Fpr the past 
many weeks he has been battling dough¬ 
tily for world monetary reform so much 
so he has had virtually to confess pub* 
lidy that he has ho ideas as to whether 
the government could do anything 
about the deplorable economic situa- 


t% urn 

fcton neater hdme and if it could* Whe¬ 
ther or when ft would. 

At a press conference on October & 
Mr Chavan reportedly told thejourna- 
lists in the capital that, although severed * 
ideas were being considered for boating 
the industrial growth rate* it was too. 
early to say when a decision would be 
taken. Is ft possible for complacency 
or a smug sense of self-satisfaction to go 
farther? What is Mr Chavan’s warrant 
for believing that the button can afford 
to await the government’s pleasure in 
the matter of our people’s life-and- 
death struggle with the deteriorating 
circumstances of their national econo¬ 
my? The phrase “too early** is surely 
a grossly wrong phrase for the Finance 
Minister to use in the context in Which 
he used it. Considering that the refugee 
influx is posing an economic problem 
as grave as the political or the military, 
is not the nation entitled to expect of 
theTgovernment that it shows the same 
sense of urgency in addressing itself to 
the promotion of production and invest¬ 
ment as it hasjdone in concluding the 
treaty with the Soviet Union? 

It is time for our country and its 
government to realise that the addition 
to the population which the refugees 
represent has compelled us to forfeit 
the ground we may have gained in the 
area of population control through the 
family planning campaigns over the 
years. On the decidedly reasonable 
assumption that the bulk of the refugees 
will permanently merge into our nat¬ 
ional numbers, it would be right to say 
that in the matter of regulation of the 
growth of population, our country has 
now been pushed back to where it would 
have been had the family planning 
campaign made no impact at all on the 
size of our population. The government 
evidently is concerned primarily with 
the difficulties whidh the refugee situat¬ 
ion is causing to its own ways and 
means position, but far more serious 
than the budgetary headaches of the 
Finance Minister is the threat to the 
nation’s socio-economic stability which 
is inherent in the present situation. 

In its latest annual report, the 
Board of Directors of the Reserve Bank 
of India has warned the government 
that the price situation is likely to get 
out of hand unless the availability of 
goods and services in the economy la 
increased very considerably in order 
that it may absorb the inflationary ef¬ 
fects of the government’s fiscal and 
monetary transactions. This must 
teach New Delhi the lesson that it 
should not fall a prey to the temptation 
of a make-believe attempt at wmm$ the 
nation’s economic difficuhM datrough, 
say* a su|®aemeataiy budget - 
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«4m Hmmmt rnmetoto* *gaift, toe 
government were to tod to wm* tot* 
ward vDtto a positive package of coo* 
Structive ptoposels tot the activisation 
of unused capacity in industry as well 
as the promedon of capital and credit 
facilities for the expansion of existing 
undertakings or the starting of new 
enterprises. 

the time for political diversions is 
past These manoeuvres, especially when 
indulged in by policy-makers who have 
no basic understanding of economic 
fopces, could do irretrievable damage 
to national interests. It is surely out¬ 
rageous, for instance, that there should 
be as many as two ministers in the 
cabinet who could be rash enough to 
state publicly that an attempt should be 
made to stabilise prices only after wages 
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had been hcfeid to teach dtoer levels— 
mid ye* tots is what both air C3 m van 
and Mr Khndilkar have in. effect been 
saying lately. At a time when both 
capital and credit have been restricted 
tor industrial activities which can in¬ 
crease production or employment, the 
government seems to have settled down 
to a policy of buying the political alle¬ 
giance of an organised but minority 
section of the working force in the coun¬ 
try by imposing on industry an in¬ 
creased liability for the payment of 
obligatory bonus unrelated to corpo¬ 
rate earnings, in the circumstances, 
the advice addressed to the govern¬ 
ment by the Board of Directors of the 
Reserve Bank that the prevailing dan¬ 
gerous imbalance between money sup¬ 
ply and real income should be corrected 
soon enough can have only an academic 
interest. 


Financing Jute 


T«fc basic approach to the problem of 
financing industries has been under¬ 
going a change and two distinct ten¬ 
dencies arc observable. In the first place, 
both bankers and the banking authori¬ 
ties want to have a clear demaracation 
betwen an industry’s day-to-day needs 
(short-term or working capital) and 
medium or long-term needs (for capital 
expenditure). Secondly, as a sequel to 
nationalisation of the 14 banks, they 
want to bring about a closer co-ordina¬ 
tion among all lending institutions with 
a view to canalising credit, depend¬ 
ing on its term, nature and size, along 
predetermined lines and among speci¬ 
fic credit institutions. By ana large, 
commercial banks are expected to take 
care of the working capital require¬ 
ments of industries, priority-wise, of 
course. In respect of raw material pur¬ 
chases, the Reserve Bank would appear 
to be keen on popularising usance bills 
with a view to enabling commercial 
banks to have greater recourse than now 
to its (the Reserve Bank’s) rediscounting 
facilities, Then, again, for financing 
capital expenditure on expansion, 
modernisation or diversification, the 
Reserve Rank would seem to insist on 
industries telying on term-lending ins¬ 
titutions like the JDBI (for its bills 
rediscounting scheme) and the IFC1 
(tor its concessional loan facilities). 
Its keenness in this behalf is evidenced 
by the fact of its exhortations to these 
institutions to make earnest efforts to 
cut down their procedural delays in 
processing loan applications which seem 
10 scaro.away many industries from 
ap^cWiag these institutions if they 
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the financing of the jute industry by the 
banking system weie discussed in Cal* 
cutta by representatives of the industry 
with bankers and high executives of 
other financial institutions. Top Re¬ 
serve Bank officials were also present 
at these discussions possibly with a 
view to ascertaining how far the central 
banking authority could be of help to 
get over these difficulties by relaxing or 
reorientating credit policies. 

The acute financial stringency which 
is being experiened by the jute industry 
over a period is due to a combination 
of several factors super-imposed on 
a steady shift in the world export de¬ 
mand from India to Pakistan during the 
last 20 years or more. The main rea¬ 
son, however, is the prevailing adverse 
relationship between the cost of raw 
jute and the conversion cost and the 
selling price of the finished product. 
In recent years, there has been a sharp 
bulge in conversion costs due to in¬ 
creases in wage bill and other benefits, 
such as bonus, gratuity, etc. to labour, 
accompanied by a fall in labour produc¬ 
tivity following stoppage of work, 
labour indiscipline on the shop floor, 
and increase in the cost of stores and 
materials. As a result, the trading 
losses of jute mills mounted to erode 
their meagre capital base. Even working 
capital was drawn upon at times. 
Sometimes, short-term funds were rais¬ 
ed from indigenous sources, including 
suppliers of raw jute, paying unecono¬ 
mic rates of interest, in short, a large 
number of jute mills today is unable to 
meet even its day-to-day require¬ 
ments of working funds. 

Ironically enough, the prospects 
ahead of the industry at this juncture 
gjre extmmely bright, provided it is 
able gat Hurt Jte financial worries* 
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First, as a result of toe happenings in 
Bangla Dcsh, both the raw jute produc¬ 
tion and the output of jute goods in 
the 1971-72 jute season in Pakistan 
a» expectc-i to go down sharply. 
According to one estimate, tow Jute 
production will be only about a third 
of the normal output (i.c., a little over 
2 lakh bales) ana jute goods output 
but a tenth of the installed capacity). 
Secondly, the Indian crop is a bumper 
one (a minimum of 7S lakhs boles) 
and the industry is assured of an ample 
supply of the golden fibre. The inflow 
of raw jute from across the borders also 
is expected to he sizeable—between 
five and 15 lakh bales, estimated. 

in view of these propitious factors, 
the industry must be enabled to absorb 
all the available raw jute and this must 
be at remunerative rates to the growers, 
as the Jute Commissioner would rightly 
insist. If all the fibre offered is not 
taken up, it may lead to a shortage of 
raw jute in 3972-73, as cultivators might 
switch over from jute to food crops. 
Both the industry and the Jute Com¬ 
missioner are of the opinion that the 
STC is still not adequately geared to 
meeting the magnitude of the task, 
apart from the fact that it enters toe 
market only when the price tends to 
fall below tho official support price (and 
this is certainly not an economic price). 
The proposed Jute Corporation also 
may not be able to cop^ up with the 
situation as it has yet to commence 
operations. Hence, it is argued, the 
responsibility for the purchase of the 
bulk of the fibre at remunerative rates 
would devolve mainly on the industry. 

If the industry is lo take upon itself 
this responsibility, which it must if Only 
to step up production (by working on 
a seven-day week basis, if need be) 
and seize the opportunity to raise ex* 
port sizeably, its leaders were convinced 
that the following measures will have 
to be taken : 

Banks must lower the present margins 
against advances to the industry to 10 
per cent on jute and to H per cent on 
finished goods; 

Margins in respect of stocks hypothe¬ 
cated against export packing credit 
must be considerably reduced, if not 
abolished; 

Scr long as the overall drawing power 
is covered by the stocks, irrespective of 
whether it is raw jute, finished goods, 
stores or materials in process, them 
should be no ceiling on sub-limits; 

Mills' drawing power must not be 
Curtailed by not taking into account 
unpaid-tor raw jute stocks tor deter* 
ming the total value of hypothecated 
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stocks of raw material mi finished 
goods hold by the mitts; and 

Them should be a blanket Increase 
(m to 20 per peat) in the mills’ existing 
cash-credit limits to facilitate the 
increased level of production. 

It is significant that the Jute Com¬ 
missioner reportedly stressed the ur- 

K of augmenting working capital 
to the industry. His concern 
apparently was to sec that milis ab¬ 
sorbed as much raw jute as possible 
and he even referred to the prospect of 
his having to issue minimum purchase 
quotas to mills of up to 3-4 months’ 
consumption by individual milis dur¬ 
ing the 'peak marketing season (end- 
September to end-January). (At the 
end of March, 1971, total advances to 
jute mills were between Rs 105 and Rs 
) 10 crores against raw jute and about 
Rs 14 crores against jute goods). 
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problem that is bound m become accen¬ 
tuated with the dewtoping wagon 
shortage in the mgtoti 'because of the 
refugee problem)—did not receive the 
attention it merits. Understandably, 
the mills’ plea that the Inclusion of 
unpaid stocks of raw jata in their stock 
hypothecation statement for enlarging 
their drawing power does not lead 
to double financing of the same stocks 
by banks was turned down by the ban¬ 
kers. All that the bankers were pre¬ 
pared to do was to Accommodate 
mills by allowing them time to rectify 
past irregularities in a phased manner 
and to treat every request for increase 
m cash credit limits on the merits of 
each case backed by a pucca programme 
of production. On the basis of a defi¬ 
nite programme, the bankers said, they 
would be prepared to finance the re- 
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ware nanded; ft would be 
on the merits of individual cases, Mjb* 

mtorajatton before theft bankers, is 
fine, the industry's repneentotfceswm*' 
sermonised not to remain aloof, 
fat oo-operatioi& to (heir bankers and 
other financial institutions and fhraish 
a dean picture of their turnover, cash 
accruals and trade and market credits 
to enable these credit ftatiftutSotis to 
make a quick and realistic assessment 
of the credit needs of the industry. One 
may wonder whether all these were not 
known or not being done all these 
years and, if so, who was responsible 
for it—the industry, or the bantu Or 
the central monetary authority. 


Miles to Go for IDBt 


What was clearly discernible from 
the discussions that followed after the 
bankers also had put forward their 
difficulties was the latter's concern 
over “the excessive use of credit by 
the industry from both banking and 
non-banking sources/’ so much so 
that the Reserve Bank spokesmen are 
believed to have emphasised the ur¬ 
gent need for minimising the industry’s 
recourse to double financing against 
the same stocks. Bankers were evi¬ 
dently of the view that except in 
stray cases, there was no case for 
lowering the margins; on the contrary 
they wanted the margins to be raised 
gradually to the standard level of 
25 per cent, as they pointed out 
the mills had lately been making hand¬ 
some profits and would not take note 
of the industry’s point that many mills 
had to employ these profits for meeting 
urgent capital expenditure, especially 
as recourse to term lending institutions 
was a veritable ordeal. Bankers were 
not also impressed, it is said, by the 
industry’s view that an important source 
of funds for meeting the capital expen¬ 
diture of the industry (the more or less 
continuous trade credit extended by 
raw jute suppliers) was proving both 
scarce and costly. Opinion was divi¬ 
ded on how or why the industry fought 
shy of raising long-term resources from 
the market, even with participation 
from the long-term financing institu¬ 
tions. 

Even the legitimate demand for a 
larger quantum of export packing credit 
at lower margins in the context of the 
changing pattern of exports felled to 
evoke the support of bankers. The 
genuine difficulty of the industry - trans¬ 
port bottlenecks that impede the speedy 
movement of raw jute from the up- 
country centres to jmtl station® (a 


Encouragld presumably by its admit¬ 
tedly creditable record during 1970-71, 
the Industrial Development Bank of 
India (1DBI) feels the outlook for 1971- 
72 is encouraging enough. This view 
happens to be based on both the expe¬ 
rience of the latest annual report year 
(July 1970 to June 1971) and the num¬ 
ber and value of pending applications 
for assistance, as well as the hope 
that the Indian economy is likely to 
gain a fresh momentum next year 
(1971-72). Prime facie, therefore, the 
I DBFs optimism seems unexception¬ 
able. But there are also certain pro¬ 
visos attached to this hopeful view and 
it is on how these Provisos eventuate 
that the IDBFs expectations about the 
future would be really fulfilled or be¬ 
lied. After indicating how the Indian 
economy seems poised for accelerated 
growth, for instance, the annual report 
of the 1DBI directors makes this impor¬ 
tant qualification : “given suitable 
policies to foster this many-sided growth 
and assuming that the control apparatus 
would be imaginatively used to sub¬ 
serve the major development objective 
in a positive spirit/* 

Again, as the report observes later, 
“the IDBI’s promotional policies will, 
in the nature of things, have their Bill 
impact only after some time”. Only 
if and when this happens the IDBrs 
operations would increase at a fast 
enough rate, commensurate with its as¬ 
pirations. But this is not to belittle 
either the IDBFs potable achievements 
or its preparedness to accept fresh 
challenges. 

* ** 

To refer to the IDBFs Achievements 
during 1970-71 first. During 1970-71, the 
JDBI established an all-round record, 
Thus, white the total number of aftott* 
cations for assitattsco rose from 1040 


in 1969 to 1714 in 1970-7J, its total 
sanctions in the latter year at Rs 131.1 
crores were more than double those of 

1969- 70 (Rs 65.2 crores). Similarly, 
direct assistance (other than exports) 
to industrial concerns registered a more 
than three-fold increase from Rsl6.3 
crores to Rs 51.4 crores. Roughly, 
it has been estimated, the IDBI was 
responsible for financing a little more 
than 10 per cent of the total fixed invest¬ 
ment in the private corporate sector 
of industry. The IDBI’s export assis¬ 
tance in 1970-71, again—both direct 
loans to exporters and refinance of 
export credits—more than doubted that 
in 1969-70, and this is estimated to 
represent about one-fifth of the exports 
of capital and engineering goods during 

1970- 71. Sanctions under refinance of 
industrial loans, which had dropped to 
a low level of only about Rs 13-14 
crores in 1968—70, reached a peak of 
Rs 25.6 crores, a rise of 79 per cent, 
in 1970-71. So too rediscount assistance 
in 1970-71, which (Rs 28.25 moms 
sanctioned and Rs 24.5 crores disburs¬ 
ed) was about 18 per cent higher than 
in the previous year. Ail in all, total 
disbursals in 1970-71 amounted to Rs 
78.4 crores, which were 50 per cent 
higher than those in the preceding 
year. The previous highest figure was 
Rs 59.3 crores in 1966-67. 


A noteworthy feature of the IDBFs 
operations is the slight shift in the cbm-' 
position of its assistance from direct 
financing of industrial concerns to 
nelling of finance to them through other 

financtel institutions. Evan in i--* — 

direct assistance for exports, u, 
Emotions in paftteipation with, 

Thft ft only asit should hi, 

JDJn was inte « «» be, a 
proving to be » more At 
Witness f 
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Sat, «a an apex institution, tbs 
lD»r« rote cannot end raetdy with 
co-ordinating institutional activities in 
tbS field of industrial development, 
esaecfeHy with the new and positive 
official slant on tbs maximum economic 
development of the backward regions 
of tbs country and die maximisation 
of additional employment opportuni¬ 
ties. Accordingly, in 1970-71, the IDBI 
began its exploration of new promotion¬ 
al functions. The first step was to open 
three regional offices and a number of 
branch offices (nine such new centres 
have been opened), so as to develop 
live and intimate contacts with the 
economic situation and potentialities 
in the different parts of the country. 

Already the IDBI has initiated several 
surveys of industrial possibilities in 
relatively backward areas. The next 
step, we are told, is to discuss the pro¬ 
ject ideas emergiug from these surveys 
and identify projects, while the third is 
to make feasibility studies of the identi¬ 
fied projects. After that will follow, 
in turn, identification and search of 
entrepreneurs, preparation of detailed 
project reports, and actual implementa¬ 
tion of these projects with the technical 
and financial assistance of term lending 
institutions. Obviously all these would 
mean the IDBl getting avoidably bog¬ 
ged down by far too many details. 
Hence the idea of the inter-institutional 
group which wilt comprise not only 
me all-India term-lending institutions, 
such as the IFCI, the ICICI and the 
ARC, but also all state-level institu¬ 
tions, such as die SFC, the SIDC, the 
S1IC and the SICOM. The study 
group set up by the IDBI recently (and, 

t iificantly, this will consist of the 
India term-lending institutions, re¬ 
presentatives of the Planning Commis¬ 
sion, the Ministry of Industrial Develop¬ 
ment and Internal Trade and the Re¬ 
serve Bank) i* appropriately asked to 
examine and make positive recom- 
mandffiioa* on tM possibilities of inte¬ 
grating these pew institutions with the 

With this study, on the one hand, 
«*&?$& setting ttpeftetindeal con- 
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ctrihes it* is hound to gain its own mo¬ 
mentum, given sound mechanisms, 
creative imagination and dynamic 
leadership. The first no doubt can be 
devised, but the second and the third 
must be located, if not manifest them¬ 
selves. To the extent that the IDBI suc¬ 
ceeds in pressing into service the right 
talent, these prerequisites would be 
there, and the stress here must, there¬ 
fore, he on merit and merit alone, 
together, of course, with a sense of dedi¬ 
cation to the cause. 

Owing to a variety of factors, as is 
well known, several industrial units 
in toe country, particularly in the eas¬ 
tern region which have been assisted 
by the IDBI have either become ‘sick’ 
or stopped functioning altogether. Not 
all of these need be retarded as a total 
loss and written oft. Moreover, there is 
the associated human element, namely 
the large labour force dependent on 
these industries. It is, therefore, just as 


m 

well that the IDBI has set up a anti* 
rate tostitution—tbe Industrial Recons¬ 
truction Corporation of India (IRQ)— 
to rehabilitate and look after these 
industries. As the report states, the 
limited resources of the IDBI—-what 
with the dim prospects held out by the 
directors of getting additional resources 
from the gavernujent—cannot be 
diverted to this work and the problems 
of these sick units also fell into a spe¬ 
cial category by themselves. The IRCrs 
charter is no doubt quite ambitious and 
embraces several other functions besid¬ 
es these, but it is comforting to know 
that, for the time being at least, the 
1RCI is to concern itself mainly with 
the problems of reconstruction and 
rehabilitation of industrial concerns 
which have either already closed down 
or are on the bonk of dosing down. 
’One thing at a time and that done well 
is a very good rule as many can tell' 
though taken from a poem in a junior 
school primer is aptly applicable here. 


State Trading : The Score 



The Minerals and Metals Trading Cor¬ 
poration of India (MMTC)—an off¬ 
shoot of the State Trading Corporation 
of India (STC)—recorded a spectacular 
increase in its operations in the year en¬ 
ded March 1971. From Rs 137 crores in 
1969-70 its trading operations jumped 
to Rs 251 crores in 1970-71 while the 
total sales of the STC in the same year 
were no more than Rs 217.90 crores. 
The MMTC has thus overtaken its 
sister public sector undertaking mainly 
because of the three-fold increase in 
the volume of its imports consequent 
upon the policy of increased canalisat¬ 
ion of foreign trade adopted by the 
government. Expanded activities of the 
MMTC have resulted in increased 
profit as well. The profit before tax 
of (he MMTC was more than eight 
crores of rupees while the STC earned 
a little more than five crores of rupees. 

The MMTC has increased the rate 
of dividend to the shareholders (i.e. 
the government of India) from seven 
per cent in the previous year to 10 per 
cent in the year under report. Besides 
this increase in profitability, the MMTC 
has shows great capacity to take on 
increased loads. In keeping with its 
performance in 1970-71, it has plans to 
increase its operations to more than 
Rs 300 gmros in 1971-72. The import 
policy of the government of India for 
1971-72 hoe directed the import of a 
mi mbeg ®t ; dfeayditiefr through the 
MMTC. the imports of anc, zinc 
4txtfL lead. riuflu fltoL ,junf 
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Also the imports of steel are being 
handled by the MMTC which are ex* 
pected to be of the value of Rs 20 
crores in the current year. Since Janu¬ 
ary 1970 the import of sulphur, rod* 
phosphate and fertilizers has been 
transferred from the STC tb the MMTC 
and the turnover of these commodities 
is likely to increase from Rs 57.88 
crores in 1970-71 to Rs 64 crores in 
1971-72. It is thus clear that thorugh 
a sharp increase in imports of mm* 
ferrous metals, steel and fertilizers, the 
activities of the MMTC have received a 
sharp upturn and they promise to 
continue to grow. What is encouraging 
is that the MMTC has exhibited capa¬ 
city to handle the new assignment* 
efficiently and economically. Toe ratio 
of overhead costs to sales has been 
brought down from 1.6 per cent in 
1969-70 to 1.1 per cent in 1970-71. 
It means that the MMTC has judi¬ 
ciously avoided increasing the overhead 
costs along with the increase in its 
operations. Moreover the use of funds 
available to this corporation has beep 
intensified so that the circulation of 
capital available to it has increased and 
has resulted in increased profits. 

It needs to be underlined that until 
two years ago the MMTC was in the 
red because its major activity contend 
in the export of iron ore oh which it 
was incurring losses. While the "eX* 
porters of iron ore from Goar-all in 
the .private sectoo-«ade profits, fife 
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cushion not only to wipe out the losses 
but also to show a respectable pnofit on 
its working results. By and large, the 
MMTC has made profits on commodi¬ 
ties which have been imported through 
it and because of their being in short 
supply in the country. The monopoly 
that the MMTC enjoys in regard to the 
import of these commodities has per¬ 
mitted it to show these favourable re¬ 
sults though it still needs to be found 
out as to how efficient the various 
individual operations are. The MMTC 
should indicate in its detailed balance 
sheet a break-up of its operations high¬ 
lighting the rate of profitability on im¬ 
ported commodities such as fertilizers 
and non- ferrous metals and the magni¬ 
tude of losses made by it on iron ore 
and other commodities. The charge 
that the MMTC as a monopoly has been 
charging exorbitant prices on some 
of the imported commodities will have 
to be refuted with facts and figures. 

The statement issued by Mr Prakash 
Tandon, Chairman of the STC, at the 
fifteenth annual general meeting of the 
corporation reads like an essay in 
management accounting. The central 
theme of Mr Tandon’$ report is that 
ever since he took over this corpo¬ 
ration, he has been trying to put its 
working on scientific lines as an ac¬ 
countant. The practice of preparing 
weekly, monthly and quarterly budgets 
seems to have worked well with the 
result that the various divisions of the 
corporation have started operating in a 
decentralised manner. The power no 
longer vests in the chairman alone. The 
directors of various divisions have been 
armed with sufficient authority to take 
crucial decisions at short notice. In 
this manner Mr Tandon has tried to 
impart to the STC some of the charac¬ 
teristics which make a private sector 
unit more successful. 

The traditional importers of many 
commodities in the private sector 
have frequently complained about the 
incompetence of the STC in handling 
some of the imports as well as exports. 
Mr Tandon’s rejoinder to 4 all such 
complaints is that if the STC is beiftg 
called upon to take On foreign trade of 
more commodities it is because of the 
policy of the government With which 
the STC has nothing to do. Only it is 


trying to equip itself as efficiently 
as possible for discharging the burden 
thrust upon it. Mr Tandon has, in this 
way, acknowledged that in the begin¬ 
ning this corporation might make mis¬ 
takes but as time passes experience in the 
handling of new commodities would 
make it as efficient as some of the 
erstwhile importers. “We regard policy 
as government's prerogative; implemen¬ 
tation ours"’; this is the thesis which 
Mr Tandon has tried to expound. 
But he cannot deny the fact that there 
are a number of sections wherein the 
STC like MMTC is making losses. It 
is because it enjoys monopoly in the 
import of a number of commodities that 
it is able to cover up losses made in its 
export operations. 

The STC has started the import of 
22 new chemicals since April this year. 
The bifurcation of activities between 
the two corporations does not seem to 
be very clear. If the import of fertili¬ 
zers was passed on to the MMTC it is 
not r know n why the import of 
chemicals was not passed on to it. 
As the spheres of operations of both 
the corporations increase some line of 
demarcation will have to be drawn up. 
Incidentally, a significant part of the 
profit of the MMTC originated from 


the import of fertilizers which up to 
the end of 1969 was being handled by 
the STC, Therefore* much need not 
be read into the faster growth of the 
MMTC. It is a question of mutual ad¬ 
justment and accommodation between 
the two corporations: 

In the case of both these monolithic 
organisations what is needed is a de» 
tailed sector-wise study to minimise 
losses which are inducing these corpora¬ 
tions to profiteer in the case of scarce 
commodities. There is danger that both 
these organisations despite good over¬ 
all performance might tolerate ineffici¬ 
encies which would be obvious in the 
case of smaller undertakings. 

An interesting element in the opera¬ 
tions of both these corporations is 
that they have been made to function 
under two different sets of manage¬ 
ment principles. Whereas the MMTC 
continues to operate in the traditional 
way, the STC for the last two years 
has adopted a system of management 
which gives better control over the ope¬ 
rations of the corporation. If it is found 
that the management of the STC is 
more efficient because of the system 
adopted by it, an attempt should be 
made to transfer the same system to the 
MMTC. 


Haitetn 


£conomi&t 25 


leati 



OCTOBER 18. 1946 


With the passage. In several of our Provin¬ 
cial legislatures of resolutions on the subject 
of the abolition of Zamindari and. finally, with 
the recent derision of the Congress Working 
Committee calling upon the Congress Provin¬ 
ces to implement the election manifesto imme¬ 
diately, the fate of this outwomed system may 
be taken to have been finally settled. It is, 
therefore, no longer worthwhile to discuss the 
merits of the question. Not that such a dis¬ 
cussion would necessitate a step back or a 
reversal of the present policy; it has no utility 
now. The debate on merits have lasted long 
enough and the decision now taken is rather 
belated. It certainly is taken with full aware¬ 
ness of the implications of this momentous 
step forward. It 1$ time now So turn our 
attention from the *why' of abolition to the 
*How‘ and what next. How Is the Zamindari 
to he bought out? What is the principle to 
be devised that this process of expropriation 
should be just and equitable? And what is 
the system that should introduced in its place. 


In any discussion of the question how 
Zamindari is to be abolished, the first question 
to be settled almost immediate)} * s whether any 
compensation is to be paid to the holders of 
the Zamindari rights and if so. at What rate and 
how? Equitable compensation has been decid¬ 
ed to be paid: It is, in fact, made obligatory 
under the Government of India Act 1935 
under which our Provincial legislatures am 
functioning at present. Section 299 of the 
Act lays down that compensation raust be 
paid for the transference to public ownership 
of any land. Especial ipention is made of 
grants of land, or confirmations of title made 
prior to 1870, or to grants made after that 
for services rendered; of comae, to the British 
crown. Thus, for a while, that is till we have 
gained our Complete freedom, it may even he 
argued Vie have really no choice in regard 
to the decirion whether or not compensation 
should be paid, 
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Towards Lima and Beyond 

V* BALASUBRAMANI AN 

Although the ministerial level con- 1 


ference of the ECAFE countries, now 
meeting in Bangkok, has its eyes turned 
towards distant Lima where the 77 
developing countries of the world are 
to meet later this year, its mind must 
dwell more urgently on its immediate 
context of the world monetary crisis. 
There is no gainsaying the fact that the 
unsettlement in the currency and trade 
relations among the advanced industrial 
countries, which has come in the wake 
of the monetary brinkmanship attempt¬ 
ed by the President of the United 
States, has brought about a state of 
disarray in the hopes and expectations 
of developing countries that there will 
be progress both rapid and orderly, 
in the opportunities open to them to 
expand the export trade. 

Apart from the fact that, with every 
day that passes, the continuance of 
the US surcharge on imports increases 
the risks of competitive protectionism 
in world trade, there is the near cer¬ 
tainty that the currencies of most of 
the developing countries would, in any 
final settlement, find themselves de¬ 
valued as against the currencies of the 
major trading nations. This would 
mean, in the first instance, a worsening 
of the terms of trade of the developing 
countries which have historically suf¬ 
fered and are currently suffering from 
the relatively low prices commanded 
by commodities which constitute the 
bulk of their export trades. 

Paper Attraction 

It is true lhat devaluation offers 
simultaneously an incentive to export 
but tben this incentive would remain 
a paper attraction merely unless and 
until two conditions are fulfilled. In 
the first place, the developing coun¬ 
tries should be able to increase their 
production of export merchandise while 
avoiding any undue increase in their 
cost of production. Secondly, the 
demand for their products in the im¬ 
porting countries should be elastic 
enough for the markets in those coun¬ 
tries to he able to readily absorb larger 
offerings without undue depression in 
prices, it has been the experience of 
the developing countries that such a 
favourable coojunctkHi of circumstanc¬ 
es is but randy realised. This sombre 
ftet must be pracsisgty present in 
the thinking of foe national delegations 


This It the script of a broadcast In the “Spot¬ 
light" prhgrainine on October 5 and Is reprodu¬ 
ced courtesy AIR. 


and their leaders now assembled in 
Bangkok. 

Officially, the purpose of the Bang¬ 
kok conference is staled to be the for¬ 
mulation of common positions in the 
field of international trade in prepa¬ 
ration for the meeting in Lima where 
the 77 developing countries plan to 
discuss their problems in trading with 
the industrially advanced countries. 
Incidentally, the Lima conference itself 
will be a half-way house on the road to 
the third UNCTAD, scheduled to be 
held in Santiago, Chile, in April/May 
next year, where the developed world 
and the developing are to meet on a 
platform of economic co-operation. 

Common Ground 

There are quite a few governments 
and public personalities in the ECAFE 
region who have robust faith not only 
in the existence of much common 
ground among the countries of the region 
in matters relating to international 
trade but also in the capacity of these 
countries to identify this common 
ground and build solidly on it. Un¬ 
fortunately, there has so far not been 
sufficient evidence of concrete progress 
in this field. For this there are several 
reasons. 

Tn the first place, the ECAFE region 
as such lacks an identifiable political 
personality. Its members differ sharply 
among themselves in their respective 
national and international political phi¬ 
losophies or commitments. This lack 
of coherence in the political world 
of the ECAFE region does come in the 
way of their getting together in trade 
or other economic matters. Secondly, 
thanks to their colonial past to some 
extent, the ECAFE economies have 
developed in a way which has made 
them compete among themselves more 
naturally than they could be compli¬ 
mentary to one another* This* however, 
is a factor of diminishing disadvantage 
as these countries are diversifying their 
agriculture and industry. Finally, the 
over-hearing economic and trade pre¬ 
sence of the USA* Japan* UK and the 
countries of western Europe in the 


market places of the ECAFE region 
imposes obvious limitations on regip* 
nal co-operation in this part of the 
world. It must be held to be u virtue 
of ECAFE regional meets such as the 
one now in session in Bangkok that 
they do not permit themselves to he 
frustrated by these problems of regional 
co-operation but are patiently and per¬ 
sistently inching towards mutual under¬ 
standing and common goals. 

While we await the official commu¬ 
nique which will be released at the 
conclusion of the present conference in 
Bangkok, l may perhaps be permitted 
to make a few points. It is obviously 
important lhat this conference should 
take note of the threat to the economies 
of the developing countries which will 
be posed by any indiscriminate revival 
of protectionism on the part of the 
industrially advanced countries. From 
this point of view it is indeed most 
disturbing that the US government, in 
imposing a surcharge on imparts, has 
refused point-blank to make an exem¬ 
ption in favour of the developing coun¬ 
tries. This is most surprising since by 
no stretch of imagination can it be 
argued that the trade or exchange rate 
policies or practices of the developing 
countries have contributed in any way 
to the balance of payment difficulties 
of the United States. It would certainly 
have been in tune with the spirit of the 
US commitment to the aims of the 
UNCTAD, had Washington been en¬ 
lightened enough to make a gesture ip 
favour of the developing countries. 

Effective Representation 

In Bangkok now and later in Lima 
the developing countries should organise 
themselves to make effective represen¬ 
tation against any tendency on the part 
of the industrially advanced countries 
to involve the economies of the deve- 
loping nations in any trade war, if 
one unfortunately develops, among the 
United States and its major trading 
partners. It is possible and it would 
be just for the United States and other 
industrially advanced countries to 
separate their trade and exchange rate 
problems from the completely different 
issue of their steadily continuing to 
promote their imports from developing 
countries. 

Secondly, both Bangkok and Lima 
obviously are occasions for arguing for 
further trade liberalisation or increased 
development assistance from the in* 
dustrially advanced countries. While it 
is right that these claims should be put 
up it would surely be wrong to try to 
press demands which may be unrealis¬ 
tic in the current context of disturbed 
monetary and trade relations among 
the industrially advanced countries, In 
other words, while asking for more. 
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the developing countries should not 
ask for more than it is possible to 
secure under the circumstances. Here 
the case of the developingycountries 
will be greatly strengthened if they are 
able to back their claims with concrete 
proof of constructive afTorts on their 
part to expand their export capacities 
as well as improve the competitiveness 
of their export merchandise. 

The World Bank has just made a 
valid point that in the case of a number 
of developing countries economic plan¬ 
ning generally and the utilisation of 
external assistance in particular have 
not been organised effectively enough 
for creating export surpluses. If this 
trend .continues developing countries 
will be finding themselves increasingly 
at a disadvantage in the matter of gain¬ 
ing from trade or aid. Especially with 
the present President of the World 
Bank placing greater emphasis on the 
resources of the Bank being devoted 

Regional Imbalances ai 
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mainly to the building up of the socio- 
economic infrastructures m the assisted 
countries, the responsibility falling on 
developing economies to step up their 
production and productivity, parti¬ 
cularly in their export sectors, has 
become quite compelling. This is an 
issue which must be taken up in Bang¬ 
kok and pursued in Lima. 

More immediately it would also 
strengthen the negotiating position of 
the developing countries at UNCTAD 
HI if they could demonstrate that the 
generalised preferences which a 
number of their export goods has be¬ 
come entitled to in the European Com¬ 
mon Market as a result of UNCTAD 
II and the activities of the Organisation 
for Economic Co-operation and Deve¬ 
lopment (OECD) arc being turned to 
good account by their export industries 
and trades. Good faith is not good 
enough. There is no substitute, really, 
for performance. 

I Rural Electrification 


G* RAI 

It is widely agreed that to identify 
the backward regions or states it is 
necessary to compare various regions 
on the basis of certain indicators of 
development. These are; 

(!) Per capita income and/or per 
capita productivity: 


(2) existing and potential irrgutional 
faciliiies: 

(3) intensity of rainfall and extent 
of dry farming; 

(4) extent of industrial development 
depending upon the invest¬ 
ment programme launched in 

Tabll 1 
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various regions; end 

(5) investment expenditure incurred 
on development of infrastruc¬ 
tural facilities. 

The first major indicator of develop^ 
ment, i.e., the per capita income (or per 
capita productivity) has been regarded 
as the most authentic way of making 
inter-regional comparisons. The first 
major effort in this direction was made 
by Prof. K.N. Raj and subsequently 
by the National Council of Applied 
Economic Research and the Commerce 
Research Bureau. The available data 
is presented in Table I. 


This table covers a period of 16 years 
from 1948-49 to 1964-65 and gives rank* 
ings of each state for a particular year. 
It shows a trend that some states such 
as Punjab, Haryana, Gujarat and Maha* 
rashtra have per capita income above 
the all-India averages; whereas some 
other states, viz Bihar, Orissa, Kerala, 
Rajasthan. MP and Uttar Pradesh have 
been somewhat lagging behind with 
lower per capita income than the all- 
India average. Another feature which 
appears quite perceptible is that the gap 
between the advanced states and the 
backward states has been growing in 
spite of a continuous planning process 
in the country. The remaining states 
had more or less stagnant economy 
which means that not enough develop¬ 
mental expenditure in terms of infras- 


COMPARATIVE RANK OF PER CAPITA INCOME OF VARIOUS STATES IN INDIA 

(In rupees) 


S, No. States 

1949-50 

Rank 

1955-56 

Rank 

1958-59 

Rank 

1960-61 

Rank 

1964-65 

Rank 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

I. Andhra Pradesh 

228.8 

10 

229 

9 

261.1 

9 

287 

11 

458 

6 

2. Assam 

343.4 


268 

5 

323.5 

3 

333 

7 

394 

10 

3. Bihur 

199.8 

n 

149 

15 

235.1 

12 

221 

15 

292 

16 

4. Gujarat* 


— 

270 

4 

— 

— 

— 

— 

— 

— 

5. Jammu & Kashmir 

. 

— 

— 

—* 


_ 

—- 

— 

— 

— 

6. Kerala 

234.1 

8 

228 

10 

241.6 

10 

315 

8 

391 

n 

7. Madras 

229.0 

u 

230 

8 

269,3 

8 

334 

6 

436 

8 

8. Madhya Pradesh 

255.9 

6 

216 

11 

318.8 

4 

285 

12 

378 

12 

9. Maharashtra (Bombay) 

272.6 

4 

287 

2 

313.2 

5 

469 

(.393) 

1 

(4) 

529 

(523) 

2 

(3) 

10. Mysore 

186.1 

13 

203 

12 

204.9 

13 

305 

9 

441 

7 

11. Orissa 

188.1 

12 

187 

13 

199.2 

14 

276 

13 

368 

14 

12. Punjab & Haryana 

330.7 

3 

277 

3 

406.4 

I 

451 

3 

619(513) 

1(4) 

13. Rajasthan 

172.6 

14 

232 

7 

238.5 

11 

267 

14 

363 

15 

14. Uttar Pradesh 

262.0 

5 

178 

14 

287.4 

6 

297 

10 

374 

13 

15. West Bengal 

353.1 

l 

295 

1 

398.4 

2 

465 

2 

495 

5 

All India 

248.1 

7 

255.0 

6 

281.9 

7 

338 

5 

423 

9 


* See the combined figures*of Gujarat and Maharashtra under Mah&rashtra state. 


Figures in brackets against Maharashtra refer to Gujarat and those against Punjab and Haryana refer to Haryana, 
Source : Estimates for 1948-49 and 1958-59 by Prof. K. N. Raj (from Regional and! Caste Factors in India's Development ) 
Estimates for J955-56, 1960-61 by NCAER, New Delhi. 

Estimates for 1964-65 by Commerce Research Bureau. f V, 
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About half a million 
villages need the power 
to see light 

so we’re becoming power conscious 


We’re aware of the possibilities of nuclear 
power. And we’re developing new capabilities to 
foster its growth. After all, 1200 MW nuclear 
power can energise 25,800 additional tube wells; 
produce annually phosphatic fertilizer {206,000 
tonnes P 3 O 5 ) nitrogenous fertilizer (370,000 
tonnes N) and 50,000 tonnes aluminium; generate 
employment on farms for 1.4 million people; 
result in additional agricultural production of 9.4 
million tonnes of foodgrain, r.8 million tonnes 
potatoes, 11.2 million tonnes sugarcane. How do 
wc know ? From a study made in Western 
U.P. So we’re using our energies to manufacture 
equipment that has never been made in India 
before—steam generators, end shields 
and calandrias for the atomic 
plants in Rajasthan and Madras 
—equipment that means more 
power for our people. 

Power production is one field 
of our activity. Power Control 
is another. We design and 
manufacture a wide range of switch 
gear to control power. We do it by 
adapting foreign technology. And by 


developing Indian technical talents. It’s been 
our job for 30 years. Right now we have 
over 10,000 people. That excludes another 
10,000 or more, who work in the 600 ancillary 
units we have assisted and developed over 
the years. And each year we find we need 
more people to pool their talents with us. 


LARSEN & TOUBRO LIMITED 
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In our little way.. 



we help India 
f iaht its war 

on all fronts 


As India moves towards its goal cf all-round develop- essential for the pharmaceuticals, paints, textiles, Iron 
ment* we make our contribution. On the food front, and steel and rubber industries. On the export front 
Union Carbide provides pesticides and polyethylene Union Carbide combs the five continents for new 
film which help the farmer reap a bigger,better harvest. markets and its products reach more than 50 countries 

On the borne front we bring to you a variety of including the U.S.A. These are but some of the seeds 

household articles ranging from batteries and flash- that Union Carbide India Limited has sown to raise the 
lights to colourful containers made from our poly- standards of living of the people of India. Yes, In our 

ethylene. We supply raw materials and chemicals little way we help India fight its war on all fronts I 
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trpctural invcstinent had been built up. 
The latter aspect is discussed separately 
towards the end of the article. 

In the field of agricultural develop¬ 
ment* similar inter-regional disparities 
have emerged. An evidence of this 
phenomenon can be seen from the 
available data for the year 1966-67 
indicating inter-state disparities in 
terms of percentage of culturable area* 
cropped area, net and gross irrigated 
area to total geographical areas. 

From Table II* it may be observed 
that only in the case of two states viz., 
Haryana and Punjab, the percentage 
of net area sown to geographical area 
has been more than 75 per cent, whereas 
it was in the range of 50 to 65 per cent 
in such states as Gujarat, Kerala, 
Maharashtra, Mysore, UP and West 
Bengal. In other states, the position is 
rather disappointing except in Tamil 
Nadu where the percentage of net area 
sown to geographical area is about 
47 per cent but the percentage of total 
cropped area and gross irrigated area 
to total geographical area has been 
56.2 and 25.9 per cent respectively. 
This tends to show that such pro¬ 
gressive states as Punjab, Haryana, 
Gujarat, Maharashtra, West Bengal, 
and to some extent Tamil Nadu have 
made efforts to give boost to their 
agricultural development programmes. 
Significantly, opposite trend is percep¬ 
tible in Assam, Bihar, Jammu and 
Kashmir, Madhya Pradesh, Orissa 
and Rajsthan and rest of the states have 
remained more or less at a stagnant 
level. 

Major Indicators 

Considering the two major indica¬ 
tors of development separately we find 
that if wc look at the per capita income 
of various states we find that the slates 
of Punjab, Haryana, Maharashtra, 
Tamil Nadu have fared much better 
whereas in other states the per capita 
income has remained at a considerably 
low ebb. The same is true in the case 
of agricultural sector as the built- 
up irrigational potential has been 
comparatively high in the progressive 
states and low in other states. 

Among other indicators of develop¬ 
ment to signify the inter-regional im¬ 
balances, one other important aspect 
relates to the growth of infrastructural 
facilities in different regions because of 
their correlation with the rate of growth 
of the economy. As regional equaliza¬ 
tion is a long-term goal, it requires 
additional development efforts on the 
part of less developed regions to 
build up the necessary infrastructure 
such as irrigation potential, availa¬ 
bility of power, transport and com¬ 
munication, education and culture 
arid water supply facilities. Rcalis- 
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ing the significance of infrastructural 
facilities, the Planning Commission ex¬ 
pressed the view that “it is one of the 
aims of national planning to ensure that 
these facilities are steadily made avail¬ 
able to areas which are at present lagg¬ 
ing behind industrially or where there 
is greater need for providing opportu¬ 
nities for employment, provided the 
location is otherwise suitable”. 1 The 
above view according to Hansen, only 
gives an indication that “the policy was 
to make proportionately greater infra¬ 
structural effort in these areas, even 
though such effort might yield few tangi¬ 
ble results in the short run”.* 

A serious attempt has been made 
by Prof, Hansen to make a comparative 
study of different states ‘‘by comparing 
the infrastructural” expenditure of the 
various states (whether centrally or 
locally financed with their levels of 
development, as measured by per capita 
income.* The criteria, he adopts, for 
determining the intensity of existing 
regional imbalances is as follows: 

“If greater attention is being paid 
to more backward states their infra¬ 
structural expenditure per capita as 
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a percentage of per capita income 
should be higher in state* with a 
small per capita income than in those 
with a large one”. 4 
On the above basis. Prof. Hansen 
draws out a comparable picture of 
different states as briefly presented in 
fable 111 (p. 698)* He regards the picture 
so presented as a ‘crude one’ but be¬ 
lieves that it gives "greater insight’ 
into the efforts made by the Commission 
to remove regional imbalances through 
expansion of infrastructural facilities. 
On the basis of the given statistical in¬ 
formation, Prof. Hansen believes that 
“the picture presented—is suggestive 
rather then conclusive. What it suggests 
(as reproduced in Col, 4 and 5 of Table 
III) is that there was some bias towards 
the backward states in the second Plan 
and there is rather more in the third,” 5 

Prof. Hansen adopts a methodology 

1. India : Planning Commission, Third Five 
Year Plan”. 

2. Hansen H. the Process of Planning — A 
study of India’s Five Years Plans, p. 322 

3. Ibid p. 322 

4. Ibid p. 332. 

5. Ibid p, 332 


Tablh II 

COMPARATIVE STATE-WISE PERCENTAGE OF CULTURABLE AREA, 
CROPPED AREA, NET AND GROSS IRRIGATED AREA TO 
TOTAL GEOGRAPHICAL AREA IN 1966-67 


S> State Percent- Percent- Percent- Perdfent- Percent- 

No. age of age of age of age of age of 

culturable net area total cro- net irriga- gross ir- 

area to sown to pped area ted area rigated 

# geographi- geogra- to geo- to geo- area to 

cal area phical graphical graphical geogra- 

area area area phical 

area 


l 2 


1. Andhra Pradesh 

58.4 

2. Assam 

25.6 

3. Bihar . 

66.8 

4. Gujarat* 

58.8 

5. Haryana 

85.8 

6 . Jammu and Kashmir** 

4.7 

7. Kerala 

62.7 

8 . Madhya Pradesh 

48.9 

9. Maharashtra 

69.8 

10 . Mysore 

66.6 

11 . Nagaland 

2.9 

12 . Orissa** 

55.2 

13. Punjab 

85.3 

14. Rajasthan 

73.2 

15. Tamil Nadu 

65.7 

16. Uttar Pradesh 

71.5 

17. West Bengal 

73.6 

All-India 

55.3 

(including union-terri¬ 


tories) 



3 

4 

5 

6 

41.2 

46.1 

11.2 

13.9 

19.5 

23.4 

5.0 

5.0 

42.7 

53.0 

9.2 

11.6 

51.8 

54.5 

5.6 

5.7 

77.7 

104.4 

29,3 

39.4 

3.0 

3.8 

1.3 

1.4 

53.8 

67.4 

10.1 

13.6 

38.8 

41.3 

2.5 

2.5 

58.9 

61.7 

4.0 

4.6 

52.2 

54.6 

5.3 

6.2 

2.9 

3.0 

0.7 

0.7 

38.4 

47.8 

6.3 

7.3 

76.8 

102.6 

45.2 

66.5 

42.6 

45.1 

6.2 

6.2 

46.8 

56.2 

19.3 

25.9 

58*. 8 

75.0 

21.3 

24.3 

63.5 

75.8 

16.9 

17.1 

41.9 

47.9 

84.0 

1.0 


* Relates to the year 1965-66 ** Relates to the year 1964-65. 

Source ; tndia : Ministry of Irrigation and Power, C.W.P.C., “Irrigation & 
Power Projects (Five Year Plans)” p, J2 to J4. 
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to draw u dividing line b^ween pm- 
gre^sive and backward slates by arbi¬ 
trarily choosing the per capita income of 
Rs 320 as a guideline and putting the 
states of West Bengal, Punjab, (includ¬ 
ing Haryana), Maharashtra and Guja¬ 
rat in the first group (of progressive 
states) and the remaining in the second 
group of (backward states). Further, 
an attempt is made to calculate the 
overall ‘average* infrastructural ex¬ 
penditure as a percentage of per capita 
income for both groups separately. By 
adopting this method. Prof'. Hansen 
reaches the following conclusion on the 
basis of intergroup comparison. 

“The second Plan, according to these 
slightly suspect numerical indi¬ 
cators', had an infrastructural bias 
of 1.6 per cent towards the back¬ 
ward states, and the third has one 
of 6.7". 

Prof. Hansen thus concludes: 

“All we can say with confidence, 
therefore, is (a) that the Commission 
has ‘regional balance’ constantly in 
mind. <b) that Us long-term policies 
are directed towards the achieve¬ 
ment of this ideal, and (c) that its 
short-term policies have shown some 
tendency towards the correction of 
regional imbalances by way of infra¬ 
structural investment." 

Arbitrary Groupings 

If one looks at the analysis of statis¬ 
tical data, one notices, firstly, the arbit¬ 
rary groupings of states on the basis of 
per capita income. Analytically speak¬ 
ing, it would have been more useful to 
consider the all-India averages of per 
capita income as the dividing line to 
reach the broad conclusions. Secondly, 
the nature of statistical data being it¬ 
self doubled by Prof. Hansen, lo draw 
any conclusions would not appear justi¬ 
fied. If NCAER’s (1960-61) and the 
Commerce Research Bureau (1964-65) 
estimates are taken note of and neces¬ 
sary groupings are made on the basis 
of similar methodology as adopted by 
Prof. Hansen, the results are bound to 
be different. 

Thirdly, the methodology adopted 
b\ Prof. Hansen conclusively shows 
that if the same degree of effort in 
terms of investment expenditure on 
development of infrastructure is made 
in absolute terms, in percentage terms 
it would mean greater degree of' 
effort on the part of backward slates 
as their per capita income is low and 
simultaneously would show lower deg¬ 
ree of effort by progressive stales as 
their per capita income is comparatively 
high. 

Lasth, even if the methodology 
adopted by Prof. Hansen to calculate 
per capita infrastructure expenditure, 
as a percentage of per ctptla income is 
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accepted, it may be noticed that under 
the second and third Plans, except in 
the case of two states* To, Rajasthan 
and Assam, one does not find any signi¬ 
ficant trace of a special effort having 
been made to increase the percentage 
of infrastructural expenditure. The 
da|a tends to show that efforts made 
by both progressive and backward 
states were somewhat similar in charac¬ 
ter and particularly welboff states also 
show a trend towards increasing their 
percentage investment in infrastructural 
facilities. 

Inter-regional Disparities 

Whatever may be Prof. Hansen's 
approach, his arbitrary groupings, na¬ 
ture of statistical data and discretional 
methodology, one tends to conclude 
that inter-regional desparitics do exist 
on a considerable scale. The question 
whether such desparitics have narrowed 
down or got widened is not the subject 
of this article. For our purpose, it 
may be deduced that Prof. Hansen’s 
efforts to pinpoint the inter-regional 
imbalances further gives evidence that 
such imbalances have continued to 
exist over the Plan periods. Also, only 
selected stales such as West Bengal, 
Punjalb, Maharashtra and Gujarat 
which were progressive and well off' 
have continued to boost their develop¬ 
mental efforts whereas others have re¬ 
mained either stagnant or arc still 
lagging behind in the race. 

From the earlier analysis, it may be 
noted that inter-regional imbalances 
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do exist iti core sectors of the overall 
economy. The basic question that 
crop up is whether such desparitics 
had any impact on the growth and over¬ 
all progress of rural electrification pro¬ 
gramme in various states of India. To 
answer this proposition one has to 
ask firstly, whether similar inter* 
regional desparities also persist in the 
field of rural electrification in various 
states. If they do, to what extent those 
states which have fared better in de¬ 
veloping other core sectors of the eco¬ 
nomy, have done in this field too 

To answer the first issue of existing 
inter-regional disparities in rural electri¬ 
fication, it is essential to look at the 
available statistical data. This may be 
seen from Table IV <p, 699), 

From this table it clearly emerges 
that except Gujarat and West Bengal 
some of the progressive states such as 
Haryana, Punjab, Maharashtra and 
Tamil Nadu have done better as com¬ 
pared to other states. Jn this context, 
special mention may be made of Kerala 
which has attained considerable pro¬ 
gress in rural electrification but has 
remained somewhat stagnant in deve¬ 
loping other core sectors and of West 
Bengal which has fared better in de¬ 
veloping its core sectors but has neg¬ 
lected the task of rural electrification. 
In the case of Kerala , this progress can 
be attributed to the smallness of the 
state and realisation on the part of 
planners of its intrinsic utility to build 
up a bias for the development of other 
vital sectors of the economy. On the 


Tabu IN 

INFRASTRUCTURAL EXPENDITURE BV DIFFERENT STATES DURING 
THE SECOND AND THIRD FIVE YEAR PLANS 


S. No. Stales 

Population 

Per capita 

Total infrastructural ex¬ 


1961 

income 

penditure per capita as 


(to nearest 

(Rs) 

per cent of per capita 


million) 


income 




Second 

Third 




Plan 

Plan 

1 

2 

3 

4 

5 

1. West Bengal 

35 

436 

5.1 

7.1 

2. Punjab 

20 

358 

13.8 

19.6 

3. Maharashtra 

39 

335 

8.0 

16.5 

4. Gujarat 

21 

323 

12.4 

20.1 

5. Kerala 

17 

282 

9.9 

18.5 

6. Tamil Nadu 

84 

263 

12.7 

18.7 

7. Assam 

12 

253 

8.9 

20.3 

8. Madhya Pradesh 

32 

250 

9.7 

20.7 

o. Andhra Pradesh 

36 

231 

13.2 

21.5 

10. Rajasthan 

20 

230 

12.9 

33.5 

IT Uttar Pradesh 

74 

222 

6.9 

15.3 

12. Orissa 

18 

201 

14.8 

22.0 

13. Mysore 

24 

197 

16.4 

30.4 

14. Bihar * 

46 

169 

11.2 

24,5 


Average 

11.1 

20.6 

Source: Hansen, H.: 

The Process of Planning 

—4 Study of India’s Five 


Year Plans , 1950-64. 
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other hand, nine other states (leaving 
aside West Bengal, in which the percen¬ 
tage of rural electrification is lower than 
the all-India average achieved so far) 
have been categorised as backward from 
the view-point of rural electrification. 
Considering the overall development 
as given earlier these nine states even 
otherwise lag behind considerably in 
the development of other core sectors. 

It will, hence, be observed that 
just as other progressive states have 
achieved relatively faster progress so 
have these states continued to launch 
a progressive programme of rural elect¬ 
rification. This goes to show the overall 
impact of development of core sectors 
in relatively progressive states on rural 
electrification programme and the em¬ 
phasis laid on it to achieve progress in 
implementing such programmes. 

It may, therefore, be concluded that 
to solve the issue of existing inter¬ 
regional desparities in core sectors, and 
to narrow down the development gap 
amongst states, the answer for the back¬ 
ward states lies in developing the neces¬ 
sary infrastructural support and giving 
greater priority to the rural electrifica¬ 
tion programme. Such a programme 
would help boost the growth of the vital 
Sectors of these states. Without such 
efforts, the task of achieving a higher 
rate of growth in the agricultural sector 
would remain a far cry for the plan¬ 
ners and those responsible for Plan 
raiplementaiton in the country. 


Table IV 

INTER-STATE GAPS IN RURAL ELECTRIFICATION 


States/Union Territories 

Total No. 
of 

villages 

Villages 
electrified 
as on 
2-10-1970 

Col. 3 as 
percentage 
of Col. 2. 

1 

2 

3 

4 

Andhra Pradesh 

27084 

7318 

27.01 

Assam 

25702 

604 

2.35 

Bihar 

67665 

7692 

It.36 

Gujarat 

18584 

3691 

19.86 

Haryana 

6669 

4983 

74.71 

Jammu & Kashmir 

6559 

771* 

11.75 

Keraia 

1573 

1193 

75.84 

Madhya Pradesh 

70414 

5240 

9.25 

Maharashtra 

35851 

10976 

30.61 

Mysore 

26377 

7882 

29.88 

Nagaland 

814 

65 

7.98 

Orissa 

46466 

1050 

2.25 

Punjab 

11947 

6104** 

51.09 

Rajasthan 

32241 

2776 

8.61 

Tamil Nadu 

14124 

10793 

76.41 

Uttar Pradesh 

112624 

19619 

17.41 

West Bengal 

38454 

2819 

7.33 

Total (States) 

543148 

93576 

17.22 

Total (Union Territories) 

23730 

4927 

20.76 

Total (All India) 

566878 

98503 

17.38 


Figures relate to 1960 census. 

*As on 15-7-1970. 

**As per 1951 census. 

Source: Ministry of Irrigation & Power, Central Water and Power 
Commission. . 
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WINDO W ON THE WOftLP 

Labour Party 

JOSSLEYN 

LONDON: 

I 

OFFICIAL CASE DEMOLISHED 

The most striking manifesto by any 
British party since the war has just 
been issued by the British Labour 
party’s Committee for Europe, 
the joint presidents of which 
are George Brown, Roy Jenkins and 
Michael Stewart. The vice-presidents 
include Anthony Crosland, Harold 
Lever, George Thompson, and Sir 
Geoffrey de Freitas, who are supported, 
by thirty-two other distinguished 
Labour leaders. 

Entitled The iMbour Party and the 
European Communities, the manifesto 
politely, but frankly and firmly, tears 
to shreds the Labour party's official 
document, published under Harold 
Wilson’s aegis, on the UK and the EEC 
i.e. the Labour National Executive 
Committee's background paper which, 
George Brown, Roy Jenkins, Michael 
Stewart and their stalwart colleagues 
join in asserting, contains a basic fal¬ 
lacy. 

Apart from its fascination as a dis¬ 
closure of how the Labour party lea¬ 
ders love each other, the manifesto of 
the Labour Committee for Europe is 
the most lucid and compelling statement 
of the case, for the UK's entry into the 
EEC, and for a united Europe in general, 
that has yet been made by any party 
or group in the country. For that reason 
I offer below a very full summary of 
the text : 

“Tory Terms'’ 

The National Executive Committee's 
background paper on “The United 
Kingdom and the European Communi¬ 
ties" contains a basic fallacy, summed 
up in their slogan “No Entry on Tory 
Terms". True the final terms for entry 
were negotiated by the Tory govern¬ 
ment, but this does not automatically 
make them into “Tory Terms'’; i.e., 
terms which in their nature must be 
opposed by the Labour party. The 
Labour Committee for Europe says 
these are terms that socialists can 
honourably support. 

It is necessary to be clear abiut what 
the Labour National Executive is say¬ 
ing, Section 4 of their paper. 'The 
Domestic Backcloth" examines the fai¬ 
lures and inequities of Tory govern- 


eastern ECONOMIST 


and the EEC 

HENNESSY 

ment policy over the last year. This 
can be accepted by every member of 
the Labour Committee for Europe. 
And if the NEC were simply saying 
that these policies have so altered the 
situation from what it was a year ago, 
that terms a Labour government might 
Jiave accepted then arc terms that the 
country cannot now bear, this would 
be legitimate point for discussion. 
Members of the Labour Committee for 
Europe would point out, in reply, that 
the process of adaptation to member¬ 
ship of the EEC will be long-drawn-out, 
and would barely have started when, 
by 1975 at the latest, a Labour govern¬ 
ment replaces the present government. 
But the point bears debate within the 
Labour movement. 

However, what the NEC arc saying 
goes well beyond this, namely, that the 
terms would not have been acceptable 
even by a Labour government. 

What They Say 

Because our government was bargain¬ 
ing with the Six, it naturally never 
disclosed what terms it would settle for 
— bargaining is not carried out that 
way. So it is open to any former mem¬ 
ber of the Labour government to say 
how he would have decided. We na¬ 
turally place weight on what has been 
said by former senior members of that 
government, including Roy Jenkins, 
Michael Stewart, Harold Lever, 
George Thomson, George Brown, all 
of whom have said that they would have 
accepted these terms. George Thomson, 
for example, wrote in Europe Left , July, 
1971 : 

“What about the terms as set out in 
the White Paper? Clearly, they are 
not ideal — but as every trade unionist 
knows, there are no ideal terms in 
major negotiations. There are only 
acceptable or unacceptable compro¬ 
mises. 

“The test for these compromises is 
whether they would have been likely 
to be accepted by the Labour govern¬ 
ment if it had remained in office a year 
ago. That is the instinctive lest the ordi¬ 
nary elector will apply and the Labour 
party’s integrity and its credibility as an 
alternative government depends on its 
passing that test. 

“Applying that test as conscientious¬ 
ly as I can, as the Labour government’s 
negotiator, 1 can only repeat that 1 
would have recommended a Labouf 
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cabinet to accept the terms which have 
emerged**. 

But it is open to any other former 
member of that cabinet to say honour¬ 
ably that he would not have accepted 
the final package of terms. 

What cannot be allowed to go un¬ 
challenged is the National Executive 
Committee’s attempt to rewrite history, 
as they are in their references to the 
Common Agricultural Policy and Value 
Added Tax. They say “the major dis¬ 
appointment of these terms is the total 
failure by the government to negotiate 
on two of the most objectionable aspects 
of the EEC. First, the Common Agricul¬ 
tural Policy and second, the Value 
Added Tax". And later, referring to the 
Common Agricultural Policy, they assert 
“This is the system of dear food which 
Labour specifically reserved for 
negotiation". 

On Record 

We are reluctant to enter into the 
sordid business of swapping quotations 
about what members of the Labour 
government said. But we must stress 
that the record does not support what 
the Labour National Executive seems 
to be implying, that we would have 
tried to negotiate on the fundamental 
aspects of the Common Agricultural 
Policy. As long ago as May 8, 1967, 
the then Prime Minister (Harold Wil¬ 
son) s/iid in the House of Commons: 

“In this debate Hon. Members will 
no doubt express, perhaps in strong 
terms, their criticism of the Communi¬ 
ty’s agricultural policy taken as a whole. 

I have not been altogether backward in 
this myself in previous debates in the 
House, nor, indeed, in my discussions 
with the Heads of Governments of the 
Six, and I am not sure that if they were 
to start again they would produce a 
policy on exactly the same lines. But, 
as 1 have said, we must be realistic in 
recognising that the CAP is an integral 
part of the Community. This recogni¬ 
tion must form part of our position. 
We have to decide whether or not to 
apply for entry to a Community which 
is characterised by this particular agri¬ 
cultural system. It is useless to think 
that we can wish it away, and l should 
be totally misleading the House if 1 
suggested that this policy is negotiable. 
We have to come to terms with it. But 
we can play our part in affecting its 
future development if, but only if, we 
are members of the Community". 

So it is clear and explicit that 
all that we could expect to negotiate 
were the transitional arrangements, 
and such particular issues as the prob¬ 
lem of lull farmers — and this has been 
done. 

When referring to the Value Added 
Tax, Labour government spokesmen 
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made it cleat that they did not like it* 
but that it was a part of membership 
of the Common Market, Speaking on 
January 22 in the House of Commons, 
Harold Wilson said* “We certainly do 
not intend to introduce the VAT ex¬ 
cept in the special circumstances of en¬ 
tering the Common Market, when we 
have corresponding advantageous 
gains”. 

We repeat that we accept that any 
member of the Party may now say that 
he objects to membership of the EEC 
because of the Common Agricultural 
Policy and VAT. But to say that this 
was the view expressed by the Labour 
government is to try to turn the pages 
back. Both these aspects of the Com¬ 
mon Market were accepted as dis¬ 
advantageous. Both were recognised as 
inevitable. 

The Labour Committee for Europe 
do not defend the government’s White 
Paper. It has many weaknesses in 
not supplying the detailed guidance that 
the public could expect, and that the 
Labour government’s While Paper 
endeavoured to provide. 

But it troubles us that the Labour 
National Executive’s document is, in 
its turn, an inadequate guide for mem¬ 
bers of the party, liable to mislead rea¬ 
ders on important matters. 

II 

BALANCE OF PAYMENTS 

This is particularly true of the funda¬ 
mental question of the balance of pay¬ 
ments cost after the end of the transi- 
. tional period. It is fair enough to try 
to make estimates which the White 
Paper does nqt, and the National Exe¬ 
cutive document does. But it is then 
necessary to tell members of the Party 
the facts about the politics of the ques¬ 
tion. The worry is whether the balance 
of payments cost might be more than 
we could afford, to an extent that made 
us cut back on our economic growth. 

It can be said emphatically that none 
of our prospective partners entertains 
the notion that this could be allowed to 
happen. In fact, it can be argued that 
such a situation, would come under 
Article Six of the Treaty of Rome: 

“The institutions of the Community 
shall take care not to prejudice the 
internal and external financial stability 
of the Member States”* It has always 
been clear that it would not be in the 
interests of the other members of the 
Community if one member were harm¬ 
ed in this way. If such a tendency de¬ 
veloped, the Community Would have 
to take action, The assurance given by 
the Six to the Tory government is the 
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same as would have been given to a 
Labour government, 

“The Community declared to us 
during the course of negotiations that 
if unacceptable situations should arise, 
the very survival of the Community 
would demand that the institutions 
find equitable solutions”. 

Entry into the EEC makes increased 
food prices inevitable. That is one of 
the disadvantages of Common Market 
membership that must be set against 
the economic facts of joining the Com¬ 
munity. The government White Paper 
estimated an increase of 15 per cent 
over a six-year transitional period. 
The National Executive’s document, 
however, bases all its calculations on a 
figure of 26 per cent — the increase 
which was quoted in the previous White 
Paper as the biggest price rise which 
could possibly come about. If that 
figure had any meaning it was not as 
an estimate of what was likely but a 
calculation of the largest increase con¬ 
ceivably possible in the most unfavour¬ 
able circumstances. 

Since that figure was published, 
world food prices have risen faster 
than those in the EEC and show no 
signs of falling. So the prices 
Britain has to pay to import her food 
are now much closer to those in Europe 
than they were when the Labour go¬ 
vernment applied for membership. 
The increase when we join will be less 
than we once feared — perhaps 15 per 
cent, perhaps not so much. The 
prospect of any increase in the price 
of food is a matter of concern to the 
Labour party, but a Labour govern¬ 
ment will be able to implement social 
policies to protect low income families 
from the impact of these price rises. 

Value Added Tax 

The Labour Party believes that the 
combination of Purchase Tax and Selec¬ 
tive Employment Tax is better and fair¬ 
er than would be a Value Added Tax. 
But the difference is not great; even 
the present domination falls more 
heavily on low incomes than on high 
incomes. The National Executive’s 
suggestion of a 20 per cent increase 
in “the cost of many essential items” 
is frankly ridiculous. We would not 
choose a Value Added Tax for its 
own sake, but there is no problem about 
fitting it into a total system of taxation 
and welfare benefits that would produce 
an overall socialist result. Note that 
the social democratic government of 
Sweden has recently increased their 
Value Added Tax to 16 per cent — a 
highly regressive single-rate tax. But 
its effects are more than offset by other 
taxes and benefits. 

The real point, and this is where the 
National Executive should be giving 
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proper guidance to the Party, is that the 
Tones intend to raise extra revenue 
through the Value Added Tax and use 
it to reduce company taxes and high 
income taxes. It is this intention that 
is socially unfair and that we must 
fight; but it is not inherent in the very 
nature of Value Added Tax. 

Role of Sterling 

The question concerning the role of 
sterling, capital movements and allied 
matters are complex, and the National 
Executive document rightly points to 
important issues still unsettled. But 
it is no help to sensible discussion with¬ 
in the Party for the document to talk 
about the hypothetical problem of free 
movement of capital without mention¬ 
ing that, in fact, France, as a member 
of the Community, has retained much 
the same controls as we have. It would 
have been useful to have considered 
the fact that with unemployment higher 
in the United Kingdom than virtually 
anywhere else in Europe, there will be 
a strong motive for Continental manu¬ 
facturers to set up factories here. 

The fundamental issue, however, is 
“the peculiar world role of sterling”. 
How we are to shed this load within 
the Community has been left vague, as 
the National Executive says. But it 
would have been worth saying that we 
want to shed this load, and the Commu¬ 
nity offers the best possibility of doing 
so. 

We appreciate that the shortage of 
time made it difficult for the National 
Executive to comment on the implica¬ 
tions of the present upheaval in world 
monetary arrangements. This is re¬ 
grettable, because what is happening 
now puts a new perspective on many 
of the questions concerning the finan¬ 
cial and economic effects of member¬ 
ship of the Community. But it would 
surely have been possible to have had 
a few words recognising that the 
American action has emphasised yet 
again how little we can accomplish 
standing alone in the financial world, 
and how much need there is for united 
European action in monetary affairs. 
And the impact on our exports of the 
American 10 per cent surcharge makes 
nonsense of any implication that if we 
stay out of the European Communities 
we can expect to continue to enjoy the 
security of our present world trading 
arrangements. 

Regional Policy 

The EEC is quoted as saying that “the 
gap between the various regions has not 
been reduced appreciably since 1958”. 
But the EEC have no cause to feel 
ashamed by comparison with our ovta 
performance. The August, 1971, issue 
of the (British) Review of the National 
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Institute of Economic and Social Re¬ 
search published the following table 
about regional unemployment w 


UNEMPLOYMENT IN DEVELOP¬ 
MENT AREAS AS PERCENTAGE 
OF RATES IN DEVELOPED AREAS 



I960 

1968 

Belgium 

126 

138 

France 

118 

72 

West Germany 

217 

143 

Italy 

414 

198 

Netherlands 

223 

172 

United Kingdom 

228 

167 


It can be seen that whilst the countries 
of the European Community have 
some way to go in this matter, so have 
we. 

The references to this subject in the 
National Executive's document contain 
a contradiction. They say, on the one 
hand, that there is no Community re¬ 
gional policy, and then they worry 
about possible interference with our 
own. Jt is true that the Community is 
trying to evolve a common policy. This 
would be good news for Britain’s fringe 
regions. For part of the proposed com¬ 
mon policy would be to limit the incen¬ 
tives that could be oiTered in the pros¬ 
perous central areas of Europe. This 
would automatically increase the attrac¬ 
tions of incentives offered in our own 
fringe areas, such as Scotland and 
Wales. At present these must compete 
with incentives available in countries 
like Belgium and Holland. 

National Executive's Fears 

And the National Executive encour¬ 
ages fears that our fringe regions will 
find themselves on the edge of Europe. 
This is a prime example of the failure 
to remember that we are talking about 
a Europe of Ten, not a Europe of Six. 
A glance at the map shows that Scotland 
and the north-east are an easy cheap 
sea-haul away from the prosperous 
markets of Norway, Denmark and 
north Germany. And no part of Bri¬ 
tain, even the remotest Hebrides, is as 
far from, say. Dusseldorf, as is southern 
Italy. There is much to be said about 
the need for progress towards an effec¬ 
tive Community Regional Develop¬ 
ment Policy. The National Executive 
document does not provide a basis for 
a useful discussion about this within 
the Labour movement. And on the 
allied subject of the nationalised in¬ 
dustries, especially coal and $tecl, the 
document gives no hint of the coal in¬ 
dustry’s hope of selling another 25 mil¬ 
lion tons of coal a year to the other 
members of the Community: and it 
mentions steel without a word about 
what the publicly-controlled steel in¬ 
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dustry in Italy has been able to do to 
help regional development. 

When it discusses the fundamental 
Socialist case for trying to build up an 
effective European Community, the 
greatest weakness of the National Exe¬ 
cutive’s document is their reference to 
the control of multi-national corpora¬ 
tions. They point out that these com¬ 
panies lend to have “market-sharing” 
policies whereby their English branches 
concentrate on different markets from 
their Continental branches. Surely the 
National Executive see that this is one 
of the drawbacks, rather than an ad¬ 
vantage to this country? Surely they 
understand that fundamental point 
which is, not that the EEC as at present 
constituted does anything effective to 
control multi-national corporations, 
but that the only way of achieving such 
control is through the building up of a 
a means of effective political action on 
a European scale. The EEC in its 
present form is only a step toward this, 
but it is an essential first step. 

Ill 

THE SOCIALIST CASE 

But the shortcomings of the docu¬ 
ment dealing with the socialist case 
for European unity are not surprising 
when it is seen that a member of the 
party can read this document from 
beginning to end and be given no indi¬ 
cation of the following facts : 

All socialist parties in the Six wore 
sceptical about the Common Market 
when it was first established. All of 
them now accept it, and do not regret 
that their country joined. 

This does not mean they think the 
Common Market is perfect. But they 
wish to build on it in order to achieve 
socialist objectives on a European 
scale. It is the socialist parties 
who have been most prominent in pres¬ 
sing for the development of stronger 
powers for the Common Market, under 
proper democratic control. 

All socialist parties of the Six look 
forward to welcoming the British Lab¬ 
our party. 

We believe that the National Exe¬ 
cutive Committee’s document is not an 
adequate guide to the members of the 
party in this important debate. We 
have discussed some of its specific 
shortcomings. But its basic fault is 
that it leaves the reader wondering why, 
in the first place, the Labolir govern¬ 
ment applied to join the European 
Communities. It falls into the common 
error of talking about the problems of 
membership without setting them against 
the real difficulties that this country 
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would face if it were to stay outside. 
We believe that the reasons that led the 
Labour government to apply for mem¬ 
bership are still valid and that the 
negotiations provide an acceptable ba¬ 
sis for membership. 

Our own positive views were made 
clear in a statement that we issued 
a few days before the NEC docu¬ 
ment. It outlines what we believe 
to be the considerations that should 
guide the members of the Labour 
movement in making up their minds 
on this final issue : 

There h a socialist case for Britain 
to join the European Economic Com¬ 
munity. 

Basic Advantages 

The Labour government applied for 
membership in the belief that the 
Common Market offered enormous 
benefits to the people of Britain. It 
is a tragedy that the detailed nego¬ 
tiations which followed have been 
conducted by a Tory administration, 
but the basic advantages of member¬ 
ship—-the reasons for Labour’s initial 
application—remain. We should not 
assume that any terms negotiated by 
the Conservatives are automatically 
unacceptable. We can, however, be 
certain that were the present terms 
rejected, the prospect of British mem¬ 
bership would vanish for the next 
decade—and with it the best chance 
Britain possesses of stimulating econo¬ 
mic growth. 

Since the creation of the Common 
Market its member nations have en¬ 
joyed the sort of industrial expansion 
that has eluded the British economy. 
Had we expanded as quickly as even 
the least successful member of the 
EEC, the extra houses, schools and 
hospitals, that the Labour government 
wanted to build, would have been built. 
Real incomes in Britain would have 
risen as they have in Europe. And not 
least important, we would still have a 
Labour government carrying out Lab¬ 
our policies. 

The Europe that the Labour party 
wants to join—and help to expand— 
is not the Europe that the Tories seek 
to create. It is the social democratic 
Europe of Willy Brandt, the Common 
Market of millions of other socialists 
who, enjoying the benefits of member¬ 
ship and believing that socialism should 
be international, are anxious to wel¬ 
come Britain into the Community. 
What we want is the Europe’s rate of 
economic expansion with added nat¬ 
ional income spent according to Lab¬ 
our’s priorities. And there is no reason 
why we should not get it. 

None of the Labour party’s tradi¬ 
tional aims is threatened by Common 
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Market membership. Them is public 
ownership in every country of the Six. 
Individual governments provide what 
assistance they choose for areas of high 
unemployment. Since the Conser¬ 
vative destruction of Labour's regional 
policy some European countries can 
boast better plans to stimulate regional 
employment than Britain—including in¬ 
vestment grants, development certifi¬ 
cates and a form of regional employ¬ 
ment premium. Britain's health ser¬ 
vice is the best in Europe. But we lag 
behind the EEC countries in all the 
other social services—pensions, un¬ 
employment and sickness benefits, the 
proportion of national income spent on 
housing—as we do in the provision of 
overseas aid. Europe has done more 
because it can afford more. We arc 
no less wise or compassionate than 
they are. Jt is simply that the large 
market has brought them the economic 
growth that we have been denied. 

Commonwealth Interests 

Of course, despite these enormous 
advantages—and the crucial improve¬ 
ment in Britain's international standing 
that membership would secure—Labour 
has always argued that entry into the 
EEC would have to be sacrificed if 
there were no way of preserving the 
interests of our Commonwealth and 
EFTA partners. In fact, other members 
of the European Free Trade Area are 
now applying to join the EEC. The 
crucial safeguards we insisted should 
be provided for the Commonwealth 
have--by and large—been provided. 
The Caribbean sugar producers have 
an assured market in Europe, New 
Zealand has been guaranteed substan¬ 
tial sales of butter and cheese up to the 
end of this decide —with the prospect, 
after that, of earning more in Europe 
than ever before. The governments of 
New Zealand, the West Indies and 
Mauritius accept that the safeguards 
have been pro\ided. It is absurd to ask 
for more, on their behalf, than they 
ask for themselves. 

Of course, the full benefits of mem¬ 
bership will not be reaped under a 
Conservative government. But in or 
out of the EEC, we have to live with a 
Tory administration until the next 
general election. None of the Con¬ 
servative policies to which the Labour 
Party has taken such proper objection 
have any bearing on Common Market 
membership and they would have been 
pursued had the application never been 
made. Prices have risen whilst we arc 
outside the EEC almost ten times as 
fast as we estimated they would increase 
during the early years in the Common 
Market. Whilst wages boom in Europe 
add employment opportunities expand, 
Britain drifts towards stagnation and 
recession. Indeed, because the Con¬ 


servative Party has allowed industry to 
stand still, the stimulus of Common 
Market membership is the best hope 
we now have of reviving a sluggish 
economy. 

That then, is part of the socialist 
case for joining the Community — 
economic growth and the fruits of ex¬ 
pansion used to fulfil socialist priori¬ 
ties. But there is a wider vision and a 
greater belief. For far too long, the 
peoples of Europe have been divided 

Common Market 


by artificial^barriers of class and nation¬ 
ality, The EEC offers us the chance 
to tear some of them down. The Com¬ 
munity, its founding fathers wrote, 
must make war and international ten¬ 
sion “not only unthinkable but im¬ 
possible'*, Millions of European so¬ 
cialists and trade unionists wait for us 
to join them in bringing about that 
ideal, and the statement by the Labour 
CommiHoc for Europe ends with the 
urgent call : “The time to do it is 
now’'. 

on the Defensive 
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VIENNA. 

While the world is awaiting a 
resolution of the international mone¬ 
tary problems, it is salutary to reflect 
on a few of the remarkable changes 
in world economic affairs since the 
IMF held its last but one yearly session 
in Copenhagen. A few of these are 
worth looking at in brief detail; in sum 
they amount to the following: 

The US economy, then urged to 
“put its house in order, to stop living 
beyond its means and to eradicate 
its balance of payments deficit,'* is now 
considered to have over-reacted, on 
August 15, to this advice and to be set 
to head for a dollar that is under¬ 
valued instead oi over-valued. 

Worries Mounting 

At least two of the principal Common 
Market economies are less flourishing 
than they were at that time. The West 
German, although the “floating” mark 
has helped to cool an overheated eco¬ 
nomy and discouraged huge surges of 
dollars into its banks, is not as proper- 
ous as it was a year ago. Order books, 
once bloated, are slimming; there is 
talk of laying off labour; prices are ris¬ 
ing to an extent that makes the nervous 
affluent German middle class worry 
once more about inflation. The Italian 
economy, weakened by a series of 
strikes, by wholesale tax evasion and a 
plethora of politics, has become one 
of Europe’s sick men. The Dutch, 
with their “floating” guilder still a 
coveted currency, must pay some of the 
highest taxation in a generally highly- 
taxed continent and, outside the Mar¬ 
ket, the usually prosperous Swiss and 
Swedes have anxieties they would not 
have dreamed of a year ago. 

The Special Drawing Rights — the 
reserve asset backed by the wealth 
and good faith of major industrial 
states and which had been set up in 
mid-1969*-' were derided at the Copen¬ 
hagen meeting of the IMF by the 


French Finance Minister as unneces¬ 
sary because an excess of dollars was 
building up too high a pile of world 
reserves. Now the French join the 
Japanese and the British in proposing, 
with the approval of all industrially 
developing countries, to make Special 
Drawing Rights the centre of a new 
international monetary system. 

After years of complaining that the 
rapidly growing US payments deficit 
was harmful, several European states 
arc shying away already from the pros¬ 
pect of a payments balance in US 
dollars. The kalian Finance Minister 
has suggested that it would be a mistake 
to try to wipe out the US deficit entire* 
ly. The European financial world has 
grown too used to living with it and 
making it part of their overall econo¬ 
mic pattern to be able to face undis¬ 
turbed the prospect of the US deficit 
eventually disappearing. 

A year ago the Special Drawing 
Rights were regarded as a. wonderful 
new way of raising funds to enable the 
industrially developing countries to 
become more surely established; now 
those countries are told that the rich 
states must more firmly re-establish 
themselves economically before any¬ 
thing further substantial can be done 
about them. 

“Beggar My Neighbour" 

From being a world of some reason¬ 
able degree of co-operation the overall 
economic scene appears to be degenerat¬ 
ing into one in which the strongest are 
anxiously looking after themselves, 
playing “beggar my neighbour” with 
their competitors and putting aside till 
a more sunny day the needs of those 
trying to establish themselves on a 
modern economic basis. ■ 

The bigger trading nations and the 
bigger trading groups, especially the 
European Common Market, have a 
nightmare in common — that of the 
United States becoming another Japan 
economically with an under-valued 
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dollar, building up surpluses, stimu¬ 
lating an export boom and keeping out 
European imports with a number of 
protective barriers* The French have 
already conjured up the image of a 
world-wide depression with almost 
universal unemployment as a result 
of the US dollar assuming a lower 
value. Everyone is running to the 
Special Drawing Rights as a means of 
helping the US to cut back its deficit 
sharply and of providing something to 
replace dollais as a mam source of gold. 
“Paper gold” is seen as the best, if 
not the only, answer because there is 
not enough of the real gold to do the 
job. 

The concensus of the west European 
attitude to the culmination of the cur¬ 
rency crisis that has been boiling up 
for years is self-protcctivcness, assured 
by international help through the 
SDRs, a critical attitude to the USA 
and a dissonance among themselves. 
Scarcely anyone in Europe accepts the 
US Treasury's contention that the USA 
needs a “13-billion-dollar swing” in its 
balance of trade to produce a healthy 
two-billion-dollar surplus. 

The OECD suggests that the US 
Treasury has over-estimated require¬ 
ments by at least three billion dollars 
and probably by five billion. The 
Japanese consider there has been even 
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greater exaggeration by Washington 
and both parties suggest that greater 
US productivity would make its ex¬ 
ports more competitive without so 
extensive fiscal and currency aids. 
The ten per cent US import charge is 
universally regarded as an initial dep¬ 
reciation of the dollar, an impediment 
to world trade which involves a risk of 
widespread quota impositions. 

At the same time the basic dissen¬ 
sions within the Common Market, 
over its farm prices, continue and shar¬ 
pen. West Germany has warned the 
Market partners that it will not allow 
its farmers to sutler a loss of income 
as a result of the revaluation of the 
mark and that Bonn will continue tax¬ 
ing farm imports and subsidising farm 
exports for an indefinite period. The 
Common Market, evidently has a for¬ 
midable task in trying to return to 
free trade in farm products as it faces 
the early prespect of admitting to 
membership several major farming 
countries. 

Common farm policies were part of 
an understanding between France and 
Germany. In return for agricultural 
benefits France allowed industrial free 
trade. The huge West German compa¬ 
nies were the first to benefit owing to 
the wider markets opened by the Mar¬ 
ket Customs Union. Both France and 
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the Market Commission find it unfair 
for farm exports to West Germany to 
be taxed while German industry gets 
duty-free treatment within the customs 
union. With the mark now trading 
about 10 per cent higher than its old 
parity of 27.3 cents. West German farm 
products are 10 per cent more ex¬ 
pensive if they are sold in France and 
French products 10 per cent cheaper if 
sold in Germany. Free market com¬ 
petition could destroy all but the most 
efficient German fanners; mark reva¬ 
luation and import taxes impose a 
heavy discrimination against French 
agricultural exports. 

Many in the Market leadership fear 
that the splitting up of tlhe farm mar¬ 
ket would lead to a return of national 
policies over the entire range of agricul¬ 
tural trade with threatening consequen¬ 
ces for the Market’s development. A 
new standard needs to be negotiated for 
establishing farm prices within the 
Market area and this move is the 
more important since shortly at least 
three new major farming countries, 
Britain, Ireland and Denmark will 
probably be members. Nothing sub¬ 
stantial will be possible till Market 
currencies return either to fixed pari¬ 
ties or to movement wilhin a narrower 
range than at present and discussionr 
will be complex and controversial. 
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Esjsbwhbue in this issue, this journal 
has tried to make the point that, despite 
the gravity of the economic situation 
and the elaborate staging of cabinet 
level talks by the Prime Minister, the 
government really has no positive plan 
or programme for promoting product¬ 
ion and investment and thereby taking 
the heat off the price situation. Mrs 
Gandhi’s slogan of gharihi hatao is 
simply not enough to shout down the 
truth that the common people are 
becoming poorer and poorer while the 
politicians in power are getting richer 
and richer. Corruption has become so 
much a law of life for the adminis¬ 
tration, wliciher in the centre or in the 
states, that every official move seems to 
provide further openings to ministers 
and officials to leather their own nests. 
1 have just been reading in the news¬ 
papers of a scandal having come to 
light with regard to the running of the 
slate government lottery in the state of 
Jammu & Kashmir, but much before 
this. I had been hearing stories of 
dark and dirty goings-on with regard 
to certain other state government lot¬ 
teries as well. In Tamil Nadu, for 
instance, grave allegations are being 
made of serious malpractices taking 
place on an organised scale. The whole¬ 
sale cheating of the public is ceasing 
to be merely a hobby of corrupt politi¬ 
cians and officials; it is becoming their 
main means of personal enrichment. 

This being the depraved atmosphere 
in which the ruling class or classes are 
functioning in this country at present, 
it is not really surprising that the Simla 
session of the AICC of Mrs Gandhi’s 
party has ended up as one more exer¬ 
cise in brain-washing the public. An 
illusion has been sought to be created 
that the nation has been able to buy 
permanent security with the Indo- 
Soviet pact. A shout has again gone up 
for more agrarian reforms which inci¬ 
dentally seem to be able to do nothing 
to privileged politicians from becom¬ 
ing millionaire farmers. The central 
government has been solemnly called 
upon to process guiding legislation for 
the imposition of ceilings on urban 
property by state governments, but 
where such issues as production and 
prices are concerned, the men of valour 
And wisdom who surround the Prime 
Minister, have been quite unable to 
offer her any intellectual stimulation 
or practical advice. 

The farcicality of the whole show was 
underlined by the time and trouble 
taken at Kirilashnagar to enlighten 


Mr Chandra Shekhar about the mys¬ 
teries of the English language. I would 
be the last one to say that Mr Chandra 
Shekar does not need all the education 
that he can get, but I am quite unable 
to agree that the taxpayers of Hima¬ 
chal Pradesh -who are paying ulti¬ 
mately for the hospitality which the state 
government concerned has extended to 
AICC(R)—should be made to bear 
the cost of compensating Mr Chandra 
Shekar for such parental neglect as he 
might have suffered in the matter of 
his secondary school education. Not 
that it mattered to Mr Chandra Shekar 
that he did not seem to know what 
the word “thrust"’ meant. Fvr he could 
demons!rale presently, in the elections 
to the party’s Central Election Commit¬ 
tee. that he could thrust and parry 
with the best of them, viz., Mrs 
Gandhi herself. 

* * 

Earlier this year there was a tempo¬ 
rary shortage of cement in the capital 
as a result of sufficient wagons not 
being available for the movement of 
the material to the main consuming 
centres, particularly in the Delhi, Har¬ 
yana and Punjab regions. Whatever 
stocks there were in Delhi and New 
Delhi went promptly underground and 
were being clandestinely retailed 
through small dealers at fancy prices. 
More in order to lest the bona fides 
of officialdom rather than with the 
expectation of anything really being 
done by the bureaucrats to redress 
consumer grievances, I addressed two 
complaints, giving specific information 
about malpractices in the trade, one 
to the Commissioner of Food and 
Supply, Delhi Administration, who is 
supposed to have certain executive res¬ 
ponsibilities for the regulation of the 
availability and prices of essential 
commodities ana the other to the Joint 
Secretary, Civil Supplies Organisation 
in the Ministry of Industrial Develop¬ 
ment. The latter agency incidentally 
had been publishing advertisements in 
the press inviting the public to bring 
to its notice violations of price regu¬ 
lations or other consumer difficulties 
relating to essential commodities. I 
sent my communications on the letter- 
paper of this journal deliberately, be¬ 
cause Of a belief that exists generally 
that the bureaucracy is disposed to be a 
little less indifferent or casual while 
dealing with certain categories of peo¬ 
ple including journalists. I am sorry 
to say my professional vanity took a 
deep dive when I failed to receive even 


an acknowledgement of my complaints 
either from the Delhi Administration 
or the central government department. 
This however was a small price to pay 
for my being able personally to satisfy 
myself that so much of what goes by 
the name of public administration ia 
our country is simply a fraud on the 
public. 

Needless to say the local racket in 
cement continued without let or hin¬ 
drance until the situation corrected 
itself with the availability of more wag¬ 
ons for the movement of cement. Ce¬ 
ment, I may point out, is alleged to be a 
controlled commodity and I recently 
read in the newspapers without much 
amusement that cement control is 
being continued for a further term. 

Another building material the price 
of which is supposed to be controlled 
—this lime by the local administration 
—is bricks. This control docs not 
exist even on paper since the brick kiln- 
owners do not bother to issue receipts 
for payments even on the basis of the 
controlled price. They merely pocket 
the money—often instating on advance 
payment in cash for supplies over a 
period—and tell you that you have 
their ‘gentleman’s word’ that the deli¬ 
very would be made as agreed. It must 
be said to their credit, however, that the 
supplies are in. fact made, although the 
quality is anything except ‘-first class” 
for which the customer has paid. AH 
this did not prevent such an estimable 
gentleman as Dr Ramlal Varma, one of 
the Executive Councillors of the Delhi 
Administration, who is in charge of 
Civil Supplies, from blandly declaring 
from lime to time that brick kiln-owners 
are generally playing the game and 
charging only the controlled price. 
The truth of course is that if this fictional 
price control is removed, the public 
exchequer will at least be able to gain, 
through being able to collect from the 
kiln-owners income-tax and sales-tax in 
amounts more reasonably related to 
the prices at which bricks are in fact 
being sold. Recently, in The Statesman^ 
there was a descriptive article on how 
“black money” is made. The author 
ought to have mentioned the brick-kiln 
owners in the capital a$ well as the 
manufacturers (apart from the main 
producers) of structural steels along 
with retailers of various descriptions of 
steel as being the groups which are 
enjoying un-taxed, because undisclosed, 
earnings* 

V*B. 
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Trade 

PROGRESS OF FOURTH PLAN 

As paKT of an overall effort to watch 
the progress in the implementation 
of Plan schemes and identify bottle¬ 
necks in the execution of programmes, 
the Planning Commission has proposed 
the institution of a monitoring and Plan 
evaluation system. This was considered 
at a meeting of the Commission held 
recently under the chairmanship of the 
Prime Minister, Mrs Indira Gandhi. 
The meeting was attended, among 
others, by Mr C. Subramuniam, Minis¬ 
ter of Planning and Deputy Chairman, 
Mr Y.B, Chavan, Minister of Finance, 
Mr Mohan Dharia, Minister of State for 
v Planning, Dr B.S. Minhas, Prof. S. 
Chakravarly, and Mr M.S. Pathak, 
Members, Planning Commission. Tak¬ 
ing stock of the progress of the fourth 
Plan, the Commission observed that 
while the progress in the agricultural 
sector was generally satisfactory, there 
were shortfalls in the industrial sector, 
it was, therefore, necessary to take ur¬ 
gent measures to identify and overcome 
the difficulties in the implementation of 
industrial schemes. It was suggested 
that an industry-wise analysis should be 
undertaken and approach evolved to 
increase the capacity and to improve 
utilisation of existing capacities. 

EMPLOYMENT FOR EDUCATED 

Programmes costing about eight 
crore rupees over the remaining period 
of the current financial year 1971-72* 
have been approved by the Planning 
Commission for creating employment 
opportunities for educated unemployed. 
The schemes will be implemented by 
the Ministries of Education, Irrigation 
and Power, Petroleum and Chemicals, 
Agriculture, Industrial Development, 
Shipping, Transport and Works and 
Housing. 

TRADE MEET AT BANGKOK 

A ministerial conference on inter¬ 
national trade ended recently at Bang¬ 
kok with the adoption of guidelines for 
forming common trade positions for 
the developing countries of the world. 
The conference was held to prepare for 
the ministerial meeting of the “Group 
77” in Lima on October 25 and for 
the third United Nations Conference 
on Trade and Development (UNC¬ 
TAD) to be held in Santiago in April 
1972. The Bangkok conference was 
attended by representatives from India, 
Ceylon, Indonesia, Iran, Cambodia, 
Laos, Malaysia, Nepal, Pakistan, Philip- 
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pines. South Korea, South Vietnam, 
Saudi Arabia, Singapore, Thailand and 
Yugoslavia. A communique released 
by the conference stated that the posi¬ 
tion of developing countries was review¬ 
ed in the context of the present world 
economic situation and views were 
exchanged regarding the problems af¬ 
fecting world trade and economy. The 
Asian leaders adopted a declaration 
called “Programme of Action”, which 
contained policy measures in different 
fields of trade and development such 
as trade in primary commodities and 
manufactures, financial resources and 
development, shipping, trade expansion 
and economic co-operation. The “Pro¬ 
gramme of Action”, the communique 
added, would serve as their guidelines 
for forging a common position of the 
developing nations in Asia, Africa and 
Latin America, meeting in Lima, Peru, 
later this month. 

FERT ILIZER MEET 

The Second Inter-Regional Fertilizer 
Symposium under United Nations In¬ 
dustrial Development Organisation 
(UNIDO) was inaugurated by Mr 
P.C. Sethi, Minister for Petroleum & 
Chemicals at New Delhi on October 11, 
1971. This conference was attended by 
about 200 delegates and observers from 
35 countries. It discussed the state of 
fertilizer industry in Asian countries. 

CONSUMER GOODS INDUSTRIES 

The Punjab, Haryana and Delhi 
Chamber of Commerce and Industry 
recently undertook a study to objecti¬ 
vely evaluate an announcement made 
by the Minister for Industrial Deve¬ 
lopment at the Central Advisory Coun¬ 
cil of Industries on November 3, 1970, 
about public sector participation in 
certain consumer industries. The study 
came to the conclusion that judged by 
the government’s own objectives, there 
did not seem to be a valid case for any 
extensive diversion of public funds to 
consumer industries. The industries 
covered were baby food, soap, scooters 
and tyres. The conclusions of the study 
were : 

1. There is no shortage in babyfood 
and toilet soaps. There are shortages 
in laundry soaps, largely because the 
organised sector's capacity has been 
pegged since 1967, and growth has been 
reserved for the small-sector, 

2. There is a marginal shortage in 
scooter, which is likely to be eliminated 
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in 1971-72 with the existing licensed 
capacities—preferably with a few 
units to meet future shortages beyond 
1974. 

3. There arc no shortages in tyres 
for light trucks, cars, scooters, and 
motor cycles. Shortages exist in nylon 
truck tyres, tractor tyres and earth- 
moving tyres, due to short-term fac¬ 
tors partly beyond the industry’s con¬ 
trol. The tyre industry needs large, 
rationalised additional capacities to 
meet the growing demand gap by 1975. 

4. To achieve the objective the gov¬ 
ernment desires, there is need for a 
forward-looking licensing policy based 
on good demand forecasting, at least 
three to five years ahead—the minimum 
period required to process applications, 
implement licences, and to produce. 
This is essential in all these industries, 
bar babyfood. 

5. There is no objection in principle 
to public sector participation in the 
consumer industries, if there is a valid 
case that it will achieve the stated ob¬ 
jectives of the government. When 
there is such a participation, it should 
be on the same terms as for private 
sector units, and the same criteria 
should be applied for units in both 
sectors to avoid shortages and make 
for economic production in the public 
interest. 

ATOMIC PACT WITH W. GERMANY 

An agreement signed with West Ger¬ 
many recently will help this country 
to choose the right process for enrich¬ 
ing uranium to fire nuclear power reac¬ 
tors. The five-year collaboration pact 
will also secure West German data 
expected to be useful in installing faci¬ 
lities for ground testing of rockets for 
launching satellites at the new range 
being developed on the Sriharikota Is¬ 
lands in Andhra Pradesh. The agree¬ 
ment also provides for exchange of 
scientists and other research personnel 
and execution of joint or co-ordinated 
research and development projects. 

KILBURN COPIER 

Macncill & Barry have successfully 
manufactured the electrostatic copier 
which will be marketed under the brand 
name “MAJFOX”, the Kilburp Elec¬ 
trostatic Copier. This new machine 
comprises in the main a charging unit, 
a photo developing unit and a linking 
and ink-fixing unit. Its main compo¬ 
nents are : a photoconductive plate, a 
charging system for sensitising the pho¬ 
toconductive plate, a developing sys¬ 
tem and a fixing system. Copies can be 
made in varying sizes not exceeding 
iyX9*> irrespective of the size of the 
original documents out not mote than 
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26* X 18\ The entire process is dry, 
no dark room is needed; last-minute 
deletions can be effected prior to fixing 
the dye merely by moving the fingers 
over the words. The cost of each copy 
is not more than 20 paise. Apart from 
printing on paper, this machine can 
also be used for taking impressions on 
films, plastic sheets and cloth. AH 
the components of the machine are 
entirely from indigenous resources, ex¬ 
cept tne lens. Efforts, however, are 
now being made to develop this lens 
also locally in order to eliminate the 
foreign exchange content. 

FAN FACTORY FOR IRAQ 

Crompton Greaves. Ltd has conclud¬ 
ed a technical collaboration and con¬ 
sultancy agreement with the State 
Electrical Industries Company, a gov¬ 
ernment of Iraq undertaking, for set¬ 
ting up near Baghdad a factory to 
manufacture about 90,000 ceiling fans 
per year. Under the agreement Indian 
engineers will assist Iraqi personnel in 
supervising the erection and commis¬ 
sioning of the plant. Some Iraqi engi¬ 
neers will also receive training at the 
Bombay works of Crompton Greaves. 
In the first year the Iraqi company will 
import a minimum of 25,000 complete 
sets of ceiling fan assembled and parts 
from Crompton Greaves. In the second 
year, another minimum of 25,000 sets 
in semi-assembled condition will be 
taken. In the subsequent years the 
Iraqi company will manufacture 
components itself and will try to attain 
the optimum capacity as fast as possible. 

PACKAGING AWARDS 

For the first time, the national awards 
for outstanding packaging namely "in¬ 
diaster 1972 awards" are being orga¬ 
nised by the Indian Institute of Packag¬ 
ing at Bombay. These awards are 
open to all kinds of packages and 
packaging materials being used pre¬ 
sently, and manufactured in this coun¬ 
try. There will be three categories of 
entries, namely transport containers, 
consumer containers, and packaging 
materials and adjuncts. This contest 
will be judged at the Indian Institute of 
Packaging in November and awards 
will be distributed in the presence of an 
international gathering at the Asian 
Packaging Congress, to be held at 
Bombay in January, 1972. 

INSURANCE INVESTMENT 

At least 40 per cent of the funds avail¬ 
able with the general insurance com¬ 
panies, now under the government’s 
management will have to be invested 
in market securities issued or guranteed 
by the central or state governments. 
This decision has been taken jn terms 
of the new guidelines finalised by the 
Finance Ministry. For the ftr$t time 
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a 40 per cent minimum limit is being 
laid for investment in the public sector. 
The general insurance companies will 
be free to invest the balance in deber* * 
lures, preference shares and ordinary 
shares and other investments, such as 
in land and house properties and loans 
on mortgages. However, investment 
in ordinary shares will not be allowed 
to exceed 50 per cent of the total new 
investment made. All new investments 
will be only in approved investments. 
Prior approval of the government will 
be necessary for investments in land 
and house properties and mortgages. 

HOUSING LOANS 

The Ministry of Works and Housing 
has allocated a sum of Rs 11.65 crores 
for the housing schemes of state govern¬ 
ments from the L1C fund during 1971- 
72. The amount allocated (in rupees 
lakhs) to each state is as follows: 
Andhra Pradesh 130.00, Bihar 60.00 
Gujarat 70.00, Haryana 40.00 Jammu 
& Kashmir 20.00 Kerala 80.00, Ma¬ 
dhya Pradesh 55.00, Maharashtra 
100.00, Mysore 110.00, Orissa 110.00 
Punjab 60.00, Rajasthan 80.00, Tamil 
Nadu 150.00 and Uttar Pradesh 
100.00. The state governments are 
required to draw the loans by November 
30, 1971. These funds can be utilised 
(wholly or partly) only for the loans 
schemes, viz.. Middle Income Group 
Housing Scheme, Low Income Group 
Housing Scheme, Rental Housing 
Schemes for Stale Government Em¬ 
ployees, Land Acquisition and De¬ 
velopment Scheme and the Village 
Housing Projects Scheme. The loans will 
carry interest at the rate of 6£ per cent 
per annum, compounded half-yearly, 
on the sums due from time to time. 

TRADE ADVISORY COUNCIL 

Small-scale units set up in backward 
areas and units established by engineer¬ 
ing graduates and ex-servicemen will 
receive preferential treatment in the im¬ 
port of raw materials, components and 
spares. This was announced by Mr 
H. Lai, Foreign Trade Secretary, at 
the third meeting of the Standing Com¬ 
mittee of the Advisory Council on 
Trade held recently. 

On steel shortage, Mr Lai stated that 
the government has set up a special 
committee to take stock of the fluctua¬ 
ting position of steel availability, 
to initiate timely action for meeting 
the shortages and to lay down guide¬ 
lines for the canalising agencies for 
distribution of imported steel to actual 
users. 

AID FOR UNDER-PRIVILEGED 

On the occasion of the Community 
Development Week, Prof. Sber Singh, 
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union Minister of State for Agriculture, 
observed that the emphasis in'the Com¬ 
munity Development Programme had 
now shifted to betterment of the under¬ 
privileged section of the rural papula* 
tion. This class of people had shared 
a small fraction of the benefits derived 
from development, he added. The func¬ 
tions of development agencies formed 
for small and marginal farmers and 
landless labourers were to identify the 
problems of this class, prepare appro¬ 
priate programmes, help to ensure 
availability of inputs, services and credit 
and evaluate the progress from time to 
time. 

MANAGEMENT CONFERENCE 

Management experts from all over 
Asia and Europe will be arriving in 
New Delhi this November to attend 
the fourth Asian Association of Ma¬ 
nagement Organizations of the CIOS 
(International Council of Management). 
The theme of the conference is: “Tra¬ 
dition and Modernity” in management 
technique and methods. 

OFFICE MANAGEMENT INSTITUTE 

The Institute of Office Manage¬ 
ment—India will henceforth have Asso¬ 
ciates and Fellows besides ordinary 
members and organisation members. 
Associates will be electe^d from amongst 
ordinary members and will be required 
to pass a qualifying examination. 
Fellows will be elected from amongst 
Associates who have reached the age 
of 25 and have passed the qualifying 
examination for fellowship. The 
President of the Institute of Office 
Management—India, Mr K. Hartley, 
made this announcement at the 
annual general meeting of the Institute 
held recently in Delhi. 

NAMES IN THE NEWS 

Mr Y. R. Maihotra has been elected 
Second Vice-President of the Council 
of the International Civil Aviation Orga¬ 
nisation (ICAO) Mr Walter Biaaghi 
of Argentina is President of the Coun¬ 
cil. 

The appointment has been announc- 
ced in London of Mr David Nicolsoa 
as the Chairman of British Airways 
Board. This is the board which will 
control BOAC and British European 
Airways. The Chairman of BOAC, 
Mr Keith Granville and the Chairman 
of BEA Mr Henry Marking are mem¬ 
bers of the board by virtue of their 
offices. Other board members will be 
appointed in due course, Mr Nicobon 
<49 years) is the Chairman of British 
Ley land Industries and several other 
British companies as well as director of 
a number of other British firms. 
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EXISTING AND PROPOSED ACTIVITIES OF THE 
COMPANY 

The Company was incorporated on 1st July, 1935 with 
several objects more fully set forth in Clause III of its Memo¬ 
randum of Association* Its main objects are to carry on 
all or any of the following : 

To carry on or to deal in and/or to work combing, spin¬ 
ning, weaving, bleaching and dyeing or manufacture and 
process wool, silk, artificial silk, man-made synthetic fibre*s, 
cotton, flex, jute, linen, hemp, and to carry on business of 
worsted spinners, combers, knitters, etc. and carry on busi¬ 
ness as yarn and cloth merchants, etc. The Company 
manufactures Endless Woven Felts, required by the Paper 
& Board, Asbestos, Cement, Textile and Allied Industries, 
The Company also continues to manufacture All Wool, 
‘Terene’/Wool and Synthetic Suitings, Blankets, Tweeds, 
Machinery Cloths, Filter Cloths, Serges, etc. The Company 
proposes to substantially expand its Felt Project at Baroda. 
The Company has received Industrial Licence No. L/23 
(3)/51/TEX (E)/71 dated 29th April, 1971 from the Ministry 
of Industrial Development & Internal Trade, New Delhi, 
for substantial expansion so as to increase its production 
of such Felts from 78 tonnes to 250 tonnes per year. The 
Company has also received necessary Import Licence for the 
total amount of Rs. 52.73 lacs for import of required machi¬ 
nery for this project. 

FOREIGN COLLABORATION 

The Company has entered into a technical know-how 
collaboration with M/s. Albany Felt Company of Canada 
Ltd., who are one of the leading manufacturers of all types 
of Endless Woven Felts in the world. The Govt, of India, 
Ministry of Foreign Trade, New Delhi, have approved the 
collaboration agreement vide their letter No. 12 (84)/70/TEX 
(E) dated 10th March, 1971. The Agreement is for a period 
of 3 years commencing from 19th June, 1971. Under the 
Agreement. M/s. Albany Felt Company of Canada Ltd,. 
Canada, will provide all technical information and know-how 
for the manufacture of all types of Endless Woven Felts. 
They will also train Company's personnel in their Works 
for the efficient operation of the Plant and will also make 
available the benefit of their Research & Development in 
this field. 

LOCATION OF THE COMPANY'S PLAN! 

The Company's Plant is situated at Padra Road, Baroda, 


State of Gujarat, 

SHARE CAPITAL 

Authorised 

50,000 Equity Shares of Rs. 100/- each 

Rs. 

50,00,000 

20,000 Unclassified Shares of Rs. 100/- 
each 

Rs. 

20,00,000 

Issued, Subscribed & Fully Pai^-up 

32,500 Equity Shares of Rs. 100/-each 

Rs. 70.00.000 

Rs. 32,50,000 

Present issue 

7500 Enuity Shares of Rs. 100/- each to be 
issued at par 

R$. 

7,50,000 

Now offered for public subscription 

7500 Equity Shares of Rs. 100/- each at par 

Rs. 

7,50,000 
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THIS IS ONLY AN ANNOUNCE? 

SHRI DINESH 

Incorporated on 1st July, 1935 under the 
Registered Office : Padrn 

Announcement Regarding the Issue of 7! 

Persons interested in full details may obtain copies of the 

Underwriters, Brokers and Bank 
The subscription list will open at the commencement of banking hours on 
on Saturday, the 30th October, 1971 or earlier it the discretion 

banking hows on W< 

BOARD OF DIRECTORS 
SHRI NANDDAS HARIDAS (Chairman) 

(Son of Haridas Achartial) 

Vasant Bhuvan, Shahibaug, Ahmedabad. 

Industrialist 

SHRI UPENDRAKUMAR MAGANBHAl PATEL 
(Managing Director) 

(Son of Maganbhai B. Patel) 

“Samir”, Racecourse, Baroda. 

Industrialist 

SMT. MIRABEN UPENDRAKUMAR PATEL 
(Managing Director) 

(W/o. Upendrabhai M. Patel 
“Samir”, Racecourse, Baroda. 

Industrialist 

SHRI MAGANLAL BHIKHABHAI PATEL 
(Son of Bhikhabhai J. Patel) 

1 New Brahmkshtriya Society, Ellisbridge, Ahmedabad 6 
Industrialist 

SHRI HARIBHAl FULABHAI PATEL 
(Son of Fulabhai B. Patel) 

Harihar Nivas, 15th Rd., Khar, Bombay 52* 

Industrialist 

SHRI INDUBHAI C. PATEL 
(Son of Chhotabhai B. Patel) 

Opp : Sub-Station, Gotri, Baroda 7. 

Industrialist 

SECRETARY 

SHRT BABUBHAl N. JOSHI 
Shri Dinesh Mills Staff Quarters, 

Padra Road, Baroda. 

UNDERWRITERS 

The entire present Public Issue ofRs. 7,50,000/- divided 
into 7500 Equity Shares of Rs. 100/- each has been under¬ 


written as follows : 

M/s. HARKISONDASS LUKHMIDASS Rs. 

Stock Exchange Bldg., 5th Floor, 

Apollo St., Fort, Bombay 1. 3,00,000 

M/s. H. P. MEHTA Sc COMPANY 
Akashdeep, 3rd Floor, Barakhamba Rd., 

New Delhi 1. 2,00,000 

M/s. PANKAJ ISHWARLAL KAPADIA 
46 Stock Exchange New Bldg., 

Apollo St., Fort, Bombay 1. 1,75,000 

M/s, M. K, CHOKSEY Sc COMPANY 
Maharashtra Bank Bldg., 

45/47 Apollo St, Fort, Bombay 1. 50,000 

M/s. K. J. SHAH & SONS 
Stock Exchange Old Bldg:, 

Dalai St., Fort, Bombay 1. 25,000 
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It AND NOT A PROSPECTUS 



Ida State Companies Act, S. Y. 1975 
Port Box No. 65, Baroda 

Equity Shares of Rs. 100/- Each at Par 

apectus and Application Forms from tbe Offices of the 
t Uw Issue mentioned herennder 

iy, the 25th October* 1971 and will close at the close of banking hours 
^ Board of Directors of the Company but not before the close of 
o 27th October, 1971. 

BROKERS TO THE ISSUE 
Bombay 

M/s. PANKAJ ISHWARLAL KAPADIA 
46 Stock Exchange New Bldg., Apollo St., 

Fort, Bombay l. 

M/s. HARKISONDASS LUKHMIDASS 
Stock Exchange Bldg., 5th Floor, 

Apollo St., Fort, Bombay 1. 

M/s. M. K. CHOKSEY & COMPANY 
Bank of Maharashtra Bldg., 

45/47 Apollo St. s Fort Bombay I. 

M/s. K. J. SHAH & SONS 
Stock Exchange Old Bldg,, Dalai St., Fort Bombay 1. 

M/s. CHAMPAKLAL DEVIDAS 
Bhupcn Chambers, Dalai St., 

Fort, Bombay 1. 

M/s. BATLIVALA & KARAN! 

Union Bank Bldg., Dalai St., 

Fort, Bombay 1. 

M/s. BHAIDAS MAGANLAL & COMPANY 
Share Bazar, P.O. Box No. 533, Bombay. 

M/s. CH1MANLAL l DALAL & CO. 

107 Stock Exchange New Bldg., 

Dalai St., Fort, Bombay 1. 

Calcutta 


M/s. CHUNILAL T. MEHTA 
8 Lyons Range, 

Post Box No. 2519, Calcutta 1. 


M/s. PLACE, SIDDONS & GOUGH (P.) LTD, 
6 Lyons Range, Calcutta 1. 

Ahmedabad 

M/s. CHINUBHAI CHIMANLAL DALAL 
Muharat Pole, Ratan Pole, Ahmedabad 1. 


M/s. CHAMPAKLAL BHA1LAL CHOKSHI 
Manek Chowk, Ahmedabad 1. 

New Delhi 

M/s. H. P. MEHTA & COMPANY 
Akashdeep, 3rd Floor, 
Barakhambha Rd., New Delhi-1. 




M/s, l C. MEHTA 
Delhi Stock Exchange Bldg.. 
Asafali Rd., New Delhi 1. 


Hyderabad 

M/s. P. B. AFZULPURKAR 
Sultan Bazar, Hyderabad 

Madras 

M/s. CH1TRA k COMPANY 
Post Box No. 1557, 

322/323 Linghi Chctty St., Madras 1. 

M/s. DALAL & COMPANY 
National Insurance Bldg., 

362 N. S. C. Bose Rd., Madras. 

Bangalore 

M/s. M. NAN JAPP! AH JAHGIRDAR 
205 Cavalry Rd., Post Box No. 4271, 

Bangalore 42. 

AUDITORS 

M/s. DALAL & SHAH 
Chartered Accountants, 

49-55 Apollo St., Fort, Bombay l BR. 

LEGAL ADVISERS 
P. C. HATH!, B.A., LL.B. AND 
A.P. HATH!, B.A., LL.B. 

Advocates 

“Parishram", Sampatrao Colony, Baroda. 
BANKERS OF THE COMPANY 
BANK OF BARODA 
Mandvi, Baroda. 

INDIAN OVERSEAS BANK 
Mehta Pole, Baroda. 

CENTRAL BANK OF INDIA 
Ghadiali Pole, Baroda. 

BANKERS TO THE ISSUE 
BANK OF BARODA 
Mandvi, Baroda 

and also their main offices at : Ahmedabad, Surat, Bombay, 
Delhi, Indore, Kanpur, New Delhi and Calcutta. 

INDIAN OVERSEAS BANK 
Mehta Pole, Baroda 

and also their main offices at: Bombay, Bangalore, Madras, 
Delhi, Hyderabad and New Delhi. 

APPLICATION FOR SHARES AND TERMS OF 
PAYMENT 

Application for shares may be made only by residents in 
India and must be for a minimum of 5 shares or multiples 
thereof. Terms of payment will be : 

(1) On Application Rs. 25/- per share. 

(2) On Allotment Rs, 25/- per share. 

The balance of Rs. 50/- shall be payable by two instal¬ 
ments of Rs 25/- each, the first instalment being payable on 
31-3-1972 and second on 31-5-1972. 

PROSPECTUS AND APPLICATION FORMS 4 
Copies of Prospects and Application Forms can be 
obtained from the offices of the Underwriters, Brokers and 
Bankers to the issue named hereabove from their Main 
Offices at the places stated above. 
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BHARAT EARTH MOVERS 

Bharat Earth Movers Ltd improved 
its sales performance remarkably from 
Rs 5.10 crores in 1965-66 to 26.80 
crores in 1970-71. In line with the 
increased turnover, the company was 
able to earn increased profits and was 
able to build up its reserves from Rs 
40 lakhs in 1965-66 to Rs 702 lakhs in 
1970-71. This was revealed by Lt. Ge¬ 
neral Dubey, Chairman, Bharat Earth 
Movers Ltd, while addressing the an¬ 
nual general meeting held recently. 
The company declared a dividend of 
three per cent from 1967-68 to 1969-70 
and during the year under review, 1970- 
71, it has been proposed to be four per 
cent. Lt. General Dubey stated that 
the rail coach division of the company 
maintained requisite schedules as well 
as targets to meet the demands of its 
customers. So far as the earth moving 
division was concerned, the chairman 
pointed out, that the company proposed 
to ensure a regular inflow of castings 
of the requisite quality. Similarly the 
company proposed to arrange for a com¬ 
prehensive testing of critical indigc-, 
nous components and assemblies such 
as engines, before their acceptance from 
outside sources. 

He stated that the company had been 
making sustained efforts to increase the 
indigenous components and in fact the 
company was able to achieve a degree 
of indigenisation on an average of 50 
per cent for the various types of earth 
moving equipments. In some major 
of items the success was to the extent 
62 per cent. The company consequently 
has been able to make saving of nearly 
Rs nine crores in foreign exchange 
since its expansion. The company has 
also made appreciable progress in 
indigenisation of sophisticated assemb¬ 
lies such as clutches, transmissoins, and 
hydraulic assemblies. The chairman 
pointed out that during the next two 
years the company proposes to move 
further with import substitution of 
more sophisticated components and 
assemblies and careful watch would be 
necessary in respect of quality stan¬ 
dards. The company has set apart 
a substantial amount for research 
and development and has been rec¬ 
ruiting young engineers with aptitude 
for research to ensure improvements in 
current models and to develop new and 
better ones. The company has also 
paid keen attention to provide customer 
satisfaction by making available after¬ 
sales services, the chairman stated. 
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This aspect required particular empha¬ 
sis since the company has also made 
beginnings in the fields of export. With 
this end in view zonal, district and site 
offices have been organised at more 
appropriate locations and with adequate 
trained staff. 

CEAT TYRES 

Ceat Tyres of Jndia Limited have 
proposed to issue 30,360 rights shares 
of Rs 100 each at a premium of Rs 
100 per share to the existing Indian 
shareholders of the company in the 
proportion of two shares for every 
nine shares held. The company has 
convened an extraordinary general mee¬ 
ting of the shareholders for the purpose 
on November 5, 1971. The object of 
the proposed issue is to comply with the 
condition Number 6 of the Controller 
of Capital Issues’ consent order dated 
March 21, 1958, which stipulated that 
at the end of 12-1/2 years from the 
date of the first issue, the holding of the 
Italian firm would be reduced to 50 
per cent, the balance being held by 
Indian nationals. 

In view of this condition the com¬ 
pany’s foreign collaborators have of¬ 
fered to reduce their holding from 60 
per cent to 50 per cent offering to sell 
30,360 equity shares to Indian natio¬ 
nals. At the instance of the govern¬ 
ment the foreign collaborators have 
offered to sell 5 percent of their holding, 
that is, 15,186 to the ICICI at a price 
of Rs 220 per share. As a second step 
government has agreed to the com¬ 
pany making this offer of rights, name¬ 
ly 30,360 equity shares to the Indian 
nationals. After this issue the Indian 
participation would be equal to that of 
Ceat International’s holding. For 
this purpose the authorised capital of 
the company is also being raised from 
Rs 4 crores to Rs 12 crores by the creat¬ 
ion of two lakh equity shares of Rs 100 
each and 6,000 unclassified shares of 
Rs 100 each. 

INDIA CEMENTS 

The year 1970-71 marked the silver 
jubilee of the India Cements Ltd, 
The first cement plant of 100,000 ton¬ 
nes capacity was commissioned at 
Talaiyuthu, Tirunelveli district in Aug¬ 
ust 1949, stated Rao Bahadur R. Ram- 
jeedass Iyer, chairman of the company 
while addressing t^c annual general 
meeting held recently. Within a short 
period of ten years the capacity in¬ 
creased to 500,000 tonnes. Due to 
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continuous scarcity of cement farther 
expansion was undertaken during 
the years pf planning. Two additional 
units of 200,000 tonnes capacity each 
were commissioned between 1969 and 
1970, thereby raising the total capacity 
of Talaiyuthu plant to nearly one mil¬ 
lion tonnes per annum. A second fac¬ 
tory was set up at Sankaridmg, Salem 
district with an initial capacity of 
200,000 tonnes in 1963 which again, 
within a short span of seven years, 
was increased to 600,000 tonnes per 
annum with the commissioning of one 
kiln under the One million tonne ex¬ 
pansion scheme on June 21, I97L 
The rated capacity as on date has come 
to be 1.5 million tonnes per annum, 
stated the chairman. Besides the two 
cement factories, a foundry unit at 
Nandambakkam at Madras was acquir¬ 
ed in 1965 primarily to Cater to the 
needs of the cement units in respect of 
grinding media and other spares. Be¬ 
sides meeting such requirements in full, 
the foundry was in a position to supply 
quality castings to various customers in 
the automobile, insulator and other 
industries. The capacity of the foun- 
drypresently stood around 5,280 ton¬ 
nes of castings per annum. 

The chairman stated that sales dur¬ 
ing the year increased to Rs 16.05 
crores as against 12.76 crores during 
the previous year. The increase in 
sales was on account of high installed 
capacity as well as its full utilisation in 
the two factories. On the side of de¬ 
mand, however the full anticipated in¬ 
crease did not materialise, but there 
was a definite sign of an upward revival. 
If this trend continues, he stated, the 
company hoped to achieve a higher 
volume of sales during the current 
year. The sales included 54,826 tonnes 
of cement and clinker on account of 
exports to Ceylon and the Middle East. 
The production and despatches during 
the current year from April 1 to August 
31, 1971 were 356,477 tonnes and 
360,915 tonnes at the Sankarnagar 
factory and 190,021 tonnes and 181,513 
tonnes at the Sankaridrug factorv. 
The working of the foundry during me 
same period had also been very satis¬ 
factory, he pointed out. 

HINDUSTAN MACHINE TOOLS 

The managements of the public sec¬ 
tor undertakings did not enjoy the 
same degree of autonomy as iti the 
case of private sector industrial under¬ 
takings and therefore the former could 
not attain the desirable level of effi¬ 
ciency, stated Dr S. M* PatiJ, Chair¬ 
man, Hindustan Machine Tools Ltd, 
while addressing the annual general 
meeting of the company. He added 
that the managements of the public 
sector undertakings were - accountable 
to a vast ganiut of the government 


Company Affairs 
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machinery such as the concerned Min¬ 
istry, the Bureau of Public Enterprises, 
the Comptroller & Auditor General, 
the Finance Ministry, the Labour Min¬ 
istry, the Planning Commission, the 
Enforcement Branch, the Special Police 
Establishments, the Vigilance Commis¬ 
sioner, the Security Adviser, the Com¬ 
mittee on Public Sector Undertakings, 
the Members of the Parliament, local 
politicians and labour leaders. He 
therefore, rightly pointed out, that to 
cultivate efficiency the top man of the 
enterprise should be vested with requi¬ 
site authority for taking all decisions 
to discharge its functions and he should 
be held responsible for its success or 
failure. 

Mr Patil pointed out that till 1968 
more than half of the machine tools 
required in this country were imported. 
Gradually with the production of new 
types of machines by the HMT, im¬ 
ports came down so that the indegenous 
production of machine tools in the 
organised sector was expected to in¬ 
crease from Rs 25 crores in 1968-69 
to nearly Rs 65 crores in 1973-74. He 
added that gradually this country had 
started exporting machine tools which 
increased from Rs 2.95 crores in 1969- 
70 to Rs 3.19 crores in 1970-71. He 
hoped that with the introduction of 
the generalised^schemc’of preferences by 
the European * Economic Community, 
which meant abolition of custom duties 
on all the manufactured and semi¬ 
manufactured items of developed coun¬ 
tries, the competitiveness of Indian 
machine tools in the EEC market would 
improve. 

Mr Patil stated that the HMT 
had launched upon an ambitious pro¬ 
gramme of expanding and diversifying 
its activities into some of those fields 
which presented the challenge of most 
difficult technology. In January this 
year, the company signed a technical 
collaboration agreement with Messrs 
Motokov Foreign Trade Corporation 
of Czechoslovakia, for the production 
of wheeled agricultural tractors at its 
Pinjore factory. The assembly of HMT- 
ZETOR tractors had already started at 
Pinjore. When the proposed. plant 
would go into full production some time 
in the late 1970s, it would be producing 
12,000 tractors per annum. Similarly, 
a technical collaboration agreement 
was signed in September 1969 for the 
manufacture of printing machinery at 
Kalamassery with Messrs Societa 
Nebaiolo of Italy. The assembly of 14 
printing machines and 14 paper cutting 
machines was expected to start in 
the course of this year. When the 
Kalamassery plant would go into full 
production in late 1970s, it would be 
the first large scale organisation in the 
country to teanufacture o%t printing 


machines. One more pioneering venture 
of the HMT has been the project to 
manufacture sophisticated heavy duty 
presses at its Hyderabad unit. The 
technical collaboration agreement with 
Messrs Verson Allsteel Press Co. of 
USA, has been signed. In the mean¬ 
while, assembly of presses and press 
brakes was started in 1969-70. in 
1970-71 press brakes worth Rs three 
lakhs were exported to the United 
States. In 1970-71 the company assem¬ 
bled presses and press brakes worth 
Rs 36 lakhs. 

GOLDEN TOBACCO 

The Golden Tobacco Company Ltd 
proposes to issue bonus shares subject 
to the consent of the Controller of 
Capital Issues, in the proportion of 
one equity share for every four shares 
held. The bonus issue will be carried 
out by the capitalisation of Rs 70 lakhs 
out of the general reserve. A special 
meeting of shareholders called to ratify 
the bonus issue will also ask for share¬ 
holders’ approval of the company’s 
intention to pay dividend on expand¬ 
ed capital which will not be less than 
eight per cent on expanded capital. 
The company proposes to apply to the 
Bombay Stock Exchange for listing of 
shares. The company proposes to start 
a cigarette factory at Baroda in terms of 
the industrial licence already issued. 

Golden Tobacco Company has exe¬ 
cuted a large export order to the Soviet 
Union within a period of seven months, 
it has exported 400 million cigarettes of 
Panama brand. This export order is 
considered to be the biggest single 
order for a brand in terms of quantity 
and value. 

CONSOLIDATED COFFEE 

Consolidated Coffee Ltd lias re¬ 
ported a net profit of Rs 50.47 lakhs 
for the year ended June 30, 1971, 
against Rs 30.92 lakhs in the previous 
year. To this is added a refund of tax 
amounting to Rs 5.82 lakhs. Preference 
dividend absorbs Rs 1.17 lakhs. A 
sum of Rs 55.13 lakhs has been trans¬ 
ferred to the general reserve. The 
company has not yet declared the equity 
dividend. It is proposed to announce 
the same at the meeting on October 22. 
Last year a dividend of 15 per cent 
was paid. 

GWALIOR RAYON 

The Malabar Chamber of Commerce 
has expressed its grave concern at the 
non-settlement of the dispute between 
the management of the Gwalior Rayons 
at Mavoor neat Koshikodi and the 
employees qn the issue of quantum of 
bonus, A resolution adopted at a 
meeting of the chamber pointed out 
that continuation of the stake and lay¬ 


off m the factory would be a great loss 
to the nation as the rayon pulp produced 
here saved considerable foreign exchan¬ 
ge. The resolution, therefore, urged the 
Chief Minister, the Labour Minister 
and the Industries Minister to use their 
good offices to settle the dispute and 
re-open the factory. About 4,000 
workers of the factory have been 
affected by the strike. Following the 
strike by the workers of the pulp divi¬ 
sion of the factory from August 29 last 
the management declared a lay-off in 
the staple fibre division. 

DELHI CLOTH MILLS 

The report of the Delhi Cloth and 
General Mills for the year ended June 
30, 1971 stated that the textile unit of 
the company is replacing about 35,000 
spindles and 400 looms by an up-to-date 
and modern mill at Dasna near Gha- 
ziabad. This step was being taken to 
effect economy and improve quality, de¬ 
sign and appearance of its products. The 
new mill was expected to start its full 
working by the middle of the next year. 
The domestic sales of Shriram Rayons 
were lower due to the reduced offtake 
by the tyre companies but the com* 
pany could effect some exports. The 
chemicals division has started the 
erection of the high test hypochlorite 
plant. The operations of Shriram 
Fertilisers recorded an average capacity 
utilisation increase from 78 per cent to 
90 per cent. Shriram vinyl plant main¬ 
tained its production during the year 
but the output was expected to increase 
in the coming year. The working re¬ 
sults of sugar factories were quite satis¬ 
factory and the distillery couid achieve 
the highest production so far because of 
the better availability of molasses. The 
new phenyl acetic acid unit commenc¬ 
ed trial production in June J97L 

SHRIRAM BEARINGS 

Shriram Bearings Ltd has revealed 
satisfactory working results for the 
year ended June 30,1971. After provid¬ 
ing Rs 14.97 lakhs for depreciation* 
Rs two lakhs for development rebate 
reserve and Rs 28.50 lakhs for taxa¬ 
tion, the company has recorded a profit 
of Rs 17.92 lakhs. The directors have 
recommended an equity dividend of 
12.5 per cent absorbing Rs 6.87 lakhs. 
The directors have pointed out that 
the operations of the factory at Ranchi 
were affected by labour trouble during 
the year. There was a loss of seven weeks’ 
production on two occasions. But for 
this loss, the financial results would 
have shown considerable improvement 
over the preceding year. The company 
has obtained a letter of intent for the 
manufacture of cylindrical and tapered 
roller bearings up to 900,000 per year. 

It has been proposed to set up a new 
unit at Aurangabad for this purpose 
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for which necessary steps have been 
taken by the company. 

A' 

GONtERMANN-PIPEKS 

Gdntermann-Pipers fndia Ltd, after 
providing Rs 10.31 lakhs for depre¬ 
ciation, earned a prolit of Rs 16.85 
lakhs during the year ended April 30, 
1971 against Rs two lakhs in the pre¬ 
vious year. After taking into account 
the brought forward loss of Rs 15.69 
lakhs, there was a profit of Rs 1.16 
lakhs which was carried forward. No 
provision has been made for taxation 
as the company did not anticipate any 
liability in this respect. The company 
was also entitled to development rebate 


of approximately Rs 43*66 lakhs for 
which provision would be made at the 
apporpiate time. This year was the 
second complete year of prod uction for 
the company and an output of 3,011 
tonnes was attained. This production 
equals to the capacity of the plant in 
terms of finished rolls production. 
During the year, the company experien¬ 
ced acute scarcity of raw materials, 
particularly scrap, graphite electrodes, 
refractory materials, ferro-alloys etc. 
The export sales amounted to Rs 43,651. 
During the year acute scarcity of work¬ 
ing capital to meet the increased needs 
of production was experienced and to 
meet this situation increased facilities 
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amounting to Rs 75 lakhs were granted 
by thecompany’s bankers, 

BURN AND COMPANY 

The directors of Bum and Company 
Ltd have decided to skip the dividend 
for the year ended April 30, 1971. The 
preliminary working results show that 
after transferring the balance standing 
to the credit of general reserve amount 
ing to Rs 71.34 lakhs to the profit and 
loss account and providing Rs 31,05 
lakhs for depreciation, Rs 2.73 lakhs 
to other reserves, the net debit balance 
together with the previous year’s loss 
amounting to Rs 72.03 lakhs has been 
carried forward. 
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October J5, 19*1 

COMPANY MEETINGS 

SOUTH INDIA SHIPPING 
CORPORATION LIMITED 

Speech delivered by Sri J. H. Tare pore, Chairman at 
the Seventh Annual General Meeting held on the 27th 
September, 1971. 


Gentlemen, 

It gives me great pleasure to greet 
you and welcome you to the Seventh 
Annual General Meeting of your Com¬ 
pany, 

Financial results of 1970 

The Audited Statement of Accounts 
for 1970, the Directors’ Report and the 
Auditors’ Report to you have been with 
you for some time, and with your 
permission I shall take them as read. 

The results of 1970 have been most 
gratifying. The profit for the year, 
clear of all expenses and provisions 
and charges, at over Rs 218 lakhs, 
represents over 218% of the paid up 
capital and the disposable surplus 
stands at over Rs 216 lakhs. At. the 
end of the fourth year of operation of 
your Company’s full fleet, the Capital 
Reserve ratio stands at one is to five, 
testifying to a most impressive, grati¬ 
fying growth in the shareholders’ f unds 
indeed. 


Dividends 

Members have voiced, in the past, 
the need for stepping up the rate of 
dividends and 1 had requested them to 
bear with the management, pointing 
out the need for conservation and con¬ 
solidation of the resources of your 
Company, in the early formative years. 
Now, however, your Board are of the 
view that, taking all the facts and 
circumstances, the rate of dividend 
should be increased, to 15% on the 
equity paid up capital, as against 7.5% 

E aid in the last two years. You will 
ave observed from the Directors’ Re¬ 
port that, the Company has been 
denied the provisional certificate exemp¬ 
ting the whole of the dividends from 
the purview of taxation and as such, 
the Company will be obliged to deduct 
tax at the appropriate rate at the time 
of distribution of dividends. As a writ 
petition has been filed by the Company 
against the order of the Income-tax 
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Officer, the matter is sub-judice, and l 
shall, therefore, refrain from comment. 

Conversion of partly paid-up shares to 
fully paid 

You will be happy to observe that, at 
this meeting, one of the subjects sche¬ 
duled for consideration, is the recom¬ 
mendation of the Directors, regarding 
conversion of the present partly paid-up 
shares into fully paid up shares which, 
if approved by the General Body and 
the Controller of Capital Issues, would 
entail capitalization of the General 
Reserve to the extent of Rupees one 
crore. As stated in the Directors’ 
Report, the growth of the Shareholders’ 
funds has been truly impressive and 
your Directors are of the view that the 
proposed measure would not only be 
right and appropriate, but also be in 
the best interests of the shareholders. 
I take this opportunity of assuring you 
and all other shareholders of your 
Company that, though the results of 
1971 would not be as gratifying as 
those of 1970, having regard to the 
anticipated profits for 197J, your ma¬ 
nagement is hopeful and confident of 
maintaining the 1970 level of dividend, 
namely 15%, On the expanded capital of 
the Company* if and when the Board’s 
proposal regarding conversion of the 
present partly paid up shares into fully 
paid up shares is approved by this 


Meeting and the Controller of Capital 
Issues, Government of India. 

Political and economic conditions— 
General 

As in the prior years, your Company 
being a worldwide Tramper, ki the 
full sense of the word, i would like to 
dwell, although briefly, on the political 
and economic conditions in the world, 
as these conditions materially affect 
the fortunes and functioning of tramp 
shipping. 

It is disturbing to note these days, 
attempts on the part of the affluent 
members of the I.M.F., to enter into 
direct negotiations amongst themselves, 
rather than use the forum of the EM.F. 
In the post-war era, developed coun¬ 
tries do not seem to have consulted the 
I.M.F., before adjusting the parity 
values and/or floating of their curren¬ 
cies. 

Unilateral actions of exclusive clubs 
like the E.E.C. and the Group of Ten, 
and the floating exchange rates re¬ 
sorted to, introduce a new element of 
uncertainty in the export trade, parti¬ 
cularly for developing countries and 
create severe problems for them in the 
balance of payments position. 

It is sad, the developed nations of the 
world, do not realise that, a lasting 
growth of prosperity p for themselves, 
cannot be achieved at the cost of the 
underdeveloped nations and that, in¬ 
equitable growth of wealth, is fraught 
with grave danger to world peace. 

Your Directors, in their report, had 
detailed the then varied positions and 
measures taken, by the European coun¬ 
tries with strong currencies and Japan, 
in the wake of the shock waves spread 
round the world money and share 
markets, consequent on the surprise 
U.S. moves and had also conveyed 
their grave concern of possible mone¬ 
tary chaos and a trade war ensuing, 
which could drag in many nations. 
Your Directors had also further stated 
that, a clear picture can be expected 
to emerge only after negotiations bet¬ 
ween U.S. Government and the prin¬ 
cipal European countries and Japan are 
concluded and decisions are taken by 
the International Monetary Fund. 

A month has since then elapsed, but 
the picture is still unclear. Though the 
Group of Ten countries excluding the 
U.S.A. have accepted the fact that, a re¬ 
alignment upwards of the parity rates is 
inevitable and are moving closer among 
themselves, as to the extent of this up¬ 
ward revision, the gulf between these 
countries and what the U..S.A. con¬ 
siders necessary for an upward revi¬ 
sion of the parity rate, sharing of mifi- 
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rary expenses and other economic 
measures, is as wide as ever. This 
apart, the Group of Ten countries are 
insisting upon the devaluation of the 
U.S. Dollar in terms of gold, but the 
U.S.A., is adamant on this point. The 
United States has now pul up a price 
tag of fit 130,000 million Dollars swing 
in the American payments balance, 
before it withdraws the draconian mea¬ 
sures to shore up the Dollar—a price 
which is regarded as far too high by 
everyone else and will be one of the key 
issues to be thrashed out. It is not 
clear whether the United States stand 
is substantive or merely constitutes 
tactics. Hence, it is still too early to 
get a clear picture of as to when and 
what the final outcome will be of the 
present battle between the monied 
giants, whilst the poor wait and watch, 
in the side lines, tightening their belts. 
Suffice to say, whilst such uncertainties 
exist in the monetary market, world 
trade will suffer and consequently your 
company, already badly hit by the 
severe recession in shipping the world 
over, will suffer further. 

My guess is as good as anybody’s guess. 
However, 1 venture to say that, even the 
affluent countries cannot afford to let 
this monetary chaos continue too long 
and that a settlement, though unlikely 
at the LM.F. meeting, scheduled to 
commence today, in Washington, should 
soon be reached and the world, return 
once again, to fixed parity rates, pro¬ 
bably with wider margins than what 
were stipulated before, for exchange 
rates to fluctuate around the Dollar. 
Only then can the world trading pat¬ 
tern in time, readjust itself and stabilise. 

Let me now turn to some other poli¬ 
tical and economic events, since 1 last 
addressed you, which are of interest to 
the trading prospects of shipping. 

It is not fully appreciated that com¬ 
merce in the end, governs political 
policies the world over and not the 
other way around. 

President Nixon's policy of disen¬ 
gagement in Vietnam and his proposed 
visit to Peking, may result in far rea¬ 
ching consequences, which the experts 
are still appraising. However, one thing 
appears certain. The world balance 
of power will materially change and new 
trading patterns will soon evolve. If 
our relations with China do not im¬ 
prove substantially. India may not be 
able to take advantage of the changed 
circumstances. 

The years 1970/71, have witnessed a 
positive thaw in Russian attitude and 
approach to international trade This 
country has even opened trade talks 
with the Federal Republic of Germany, 
Some communist countries, such as 
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Yugoslavia and Romania, do extensive 
business with West European countries 
and the U.S.A. The communist comity 
of nations appear to have realised that, 
it is not enough to confine their trading 
only among themselves and with deve¬ 
loping nations, in West Asia and Far 
Bast. 

On the European scene, with the 
passing away of the last Second World 
War leader, General De Gaulle, U.K.’s 
entry into the Common Market has 
again assumed tremendous importance 
and should this come about, it will also 
have far-reaching consequence on fut¬ 
ure trading patterns. 

The recent accord arrived at by the 
Big Four on the Berlin issue, is again a 
significant development in the political 
scene and could conceivably pave the 
way, particularly for closer trade relat¬ 
ions between West and East European 
countries. 

Members must be closely following 
with anguish and sorrow the barbarous 
atrocities and the almost total geno¬ 
cide in East Bengal, perpetrated by 
our neighbour Pakistan. The atrocities 
perpetrated on the Jews in Europe, by 
the TMazis, during the Second World 
War, pale in comparison with the 
barbarous activities of the West Pakis¬ 
tani army in East Bengal. One thing 
appears certain. The two wings of 
Pakistan cannot remain together for 
any length of time and the trading 
pattern on this side of our sub-conti- 
nent, should soon undergo a substantial 
change. 

Another major event is the conclusion 
recently of a treaty of friendship between 
India and the U.S.S.R., mainly brought 
about by the bellicose and belligerent 
attitude of our two neighbours, Pakis¬ 
tan and China and the inexplicable 
support of the U.S. Government to 
Pakistan, in perpetrating atrocities on 
the unarmed people of East Bengal. 
How far this treaty will influence the 
trading pattern between India and the 
U.S.S.R. and other communist coun¬ 
tries, is too early to predict. 

India now faces the stupendous task 
of feeding, clothing and sheltering 
about 9 million refugees from East 
Bengal and the number is increasing 
every day. Already our taxation stands 
at so high a point, as to inhibit growth. 
There has been no provision in the 
budget for meeting the gigantic expen¬ 
diture visited on us by the refugees from 
East Bengal, a problem which crystalis- 
ed after presentation of the budget. 
One does not know whether there will 
be a supplemental budget for raising 
finances for meeting the cost of at 
least a part of the stupendous task. It 
is sad, the nations of the world over, 
have not realised the gravity of the 


October IS, 1971 

situation and the deep fundamental 
human problem involved, as evidenced 
by the wholly inadequate response. 

On the home front, our performance, 
happily assisted to a considerable mea- 
sure by nature and the Green revolut¬ 
ion, has peen qqite satisfactory* The 
same canrtot be said of the other spher¬ 
es of economic activity. The principal 
malaise which assails Indian economy, 
is involvement in ideological schemes; 
non-utilization of the installed capa¬ 
city; shortage of component parts and 
adequate raw materials and/or restric¬ 
tions on import of adequate quantities 
of component parts and raw materials 
and loss of man-days caused by 
chronic labour trouble. For example, 
it is estimated that, during 1970, not 
more than 65% of the rated capacity 
of all major steel units had been used 
and the man-days lost between 1st 
January 1970 and 30th September 1970, 
amounted to an unbelievable 28.4 
million, against 13.9 million for the 
corresponding period in 1969. 

It is my humble opinion that instead 
of grandiose plans and doctrinaire ap¬ 
proach to economic problems, the 
Government should first turn all its 
energies to the stupendous adminis¬ 
trative problems it is faced with, in 
ensuring full utilization of the installed 
capacity and bringing about labour 
discipline in the country. 

Trading Prospects 

The trading conditions obtaining 
during 1970 and until the end of last 
July, have been dealt with in the Direc¬ 
tors’ Report. Your Directors had 
advised you that by the end of July, 
rates in all the principal Pacific and 
Atlantic trades, had fallen beyond all 
expectations to the lowest level in post¬ 
war years. 1 would add that, unlike in 
other periods of slump, I have known, 
when freight rales sank well below 
economic levels, in July and August 
this year, it was not a question of nego¬ 
tiating freight rates, but first locating 
cargoes at freight rates which, could 
atlcast meet a part of the opeiiiting 
costs and keeping the ships moving. 
Vessels of various companies, foreign 
and Indian, were held up in ports for 
weeks, waiting for cargoes to be fixed 
by the shipowners. To add to our 
problems, the Romanian Charterer re¬ 
quested that the upliftment of bis 
balance cargoes under the current con¬ 
tract between your Company and him, 
be deferred to the end of this year. 
This upset the Company’s careful sche¬ 
duling of vessels, which, together with 
the fear of the very short availability 
of connecting cargoes, made confusion 
worse confounded and put a tremen¬ 
dous strain on your Company. I &m 
glad to advise that, by the grace of Go4 
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And the valiant efforts of your manage* 
Went, we have been able to date, to 
keep your vessels fully employed with¬ 
out any detentions and the prospects 
now, of keeping them so fully employed, 
at freight rates, covering at least a 
part of the operating cost, is much bet¬ 
ter, than it was in the last two months. 

Since the end of July, the market has 
remained at about the same depressed 
level and rock-bottom freight rates 
continue to be paid in the principal 
bulk trades. Since December last year, 
the Hampton Roads/Japan coal freight 
rate has dropped from $ 8.25 to $ 3.70 
r ton; the U.S. Gulf/Holland grain 
s dropped from $ 5.65 to $ 2.65 
and the Gulf/Japan grain from $7.85 
to $ 4.25. The position in Pacific 
trades, is worse. A recent Iron ore 
fixture from Australia to Japan, was 
only paid $ 1.25, 

Apart from the customary Summer 
recession in demand and the currency 
crisis, the U.S. Dock Strike on the 
Pacific Coast, together with the present 
threat of strikes in U.S. Coal mines and 
U.S. Gulf and Atlantic ports, have 
further complicated the problems pre¬ 
sently confronting the shipowners. 

The anticipated long and deep reces¬ 
sion, has forced many owners of dry- 
cargo tonnage to lay up their ships. 
While majority of laid-up tonnage re¬ 
presents old and smaller tonnage, some 
owners with bigger and newer vessels, 
have also begun laying up, in the face 
of mounting operational costs and 
unprofitable freight rates. 

Forecast of a good harvest of heavy 
grain in the U.K. Western Europe and 
East European countries during 1971-72 
session, will cause a drop in dry cargo 
bulk trade. This anticipated 10% 
increase in production, will naturally 
reduce shipments of grain from U.S.A. 
and Canada to Europe. Our own 
country has also been able to reduce 
its grain imports, by stepping up wheat 
production. 

The threat of tankers and combi¬ 
nation carriers intruding into dry cargo 
trades, cannot be ruled out in the fall¬ 
ing tanker market. The last Winter 
being unusually mild, has left major 
Oil Companies with excessive stocks. 
In view of reduced movement. Oil 
Companies have been forced to release 
a large amount of relet tonnage on the 
market, thereby depressing tanker rales 
still further. 

Against an addition of a little over 
9.5 million DWT of newbuilding Ore- 
carriers, combined carriers and bulk- 
carriers, delivered in 1970, it k expected 
that such deliveries of newbuilding ton¬ 
nage in 1971, may exceed the \2 million 


DWT mark, breaking the 1967 record. 
Under present market conditions, some 
of the prospective owners of this ton¬ 
nage, contracted for at very high prices, 
together with the very high insurance 
premium payable on newbuildings and 
consequent very high operating costs, 
may be compelled to lay up these ships 
on delivery, or dispose them otF, at 
fairly heavy loss. 

The reopening of Suez Canal, if it 
comes about in the near future, would 
further aggravate an already sad situa¬ 
tion for many tramp shipowners, the 
more so, for those trampers, whose 
building and operating costs are very 
high. 

We are aware, the recession the world 
over, in the steel industry and the sud¬ 
den cut back in import of raw mate¬ 
rials by the Japanese, sparked off this 
crash, particularly in the dry cargo 
tramp market. To add fuel to fire, is 
the monetary crisis. The question 
which is most agitating everybody's 
mind today is, when will the dry cargo 
market recover? To consider this aspect, 
one has to go back a little bit and pre¬ 
sume the monetary crisis will sort itself 
out in the next few months. 

The unprecedented demand of the 
Japanese charterers for dry cargo ton¬ 
nage last year brought about a forced 
market and their withdrawal from the 
market, the present crash. The Japanese 
dropped their charter activities from 
about 40% of the total charter business, 
to a mere 10% in recent months. 

To appreciate the impact of a Japa¬ 
nese cut in their requirement of ship¬ 
ping services, we have to take certain 
figures into consideration. In 1968/69, 
the Japanese trade accounted for about 
25% of the total international sea borne 
trade as expressed in ton miles. By 
1975, the world trade figure should rise 
substantially and Japan's share is anti¬ 
cipated to rise to about 30%. In the 
field of movement of Ore and Coal by 
sea, Japan’s current share is about 60% 
and is expected to rise to a fantastic 
figure of well over 70%, by 1980. It 
would be obvious therefore, that Japa¬ 
nese need for tonnage plays a most 
vital role in the world freight market 
conditions. 

The Japanese Steel Mills are presently 
running at about 35% below full capa¬ 
city. This fact, together with huge stock¬ 
piles accumulated in 1970, and conse¬ 
quent substantial cut in imports, is the 
major cause for the freight markets 
current depressed state. The Japanese 
Government has lately pumped in 
some 600 million Dollars into the eco¬ 
nomy to stimulate domestic invest¬ 
ment, but it will take time for the im¬ 
petus to filter down through the eco¬ 



nomy to a point were stocks are used 
up And demand arises for an increased 
level of imports. This apart, the an¬ 
nual capacity of the Japanese ship 
building yards is scheduled to rise by 
50% in the next 4 years i.c„ from about 
million GRT to about 141 million 
GRT. 

It would not be unrealistic to project 
that the present monetary crisis would 
soon be resolved and the world trade 
stabilise and commence to expand and 
that Japan’s trade will also increase 
and she will soon fully utilise her steel 
and shipbuilding capacities It would 
also not be unrealistic to project that 
the present Japanese excessive stocks 
should run down in a period of about 12 
months and we see some consolidation 
in the Japanese domestic situation and 
a renewed larger interest in demand in 
imports, which would give the present 
depressed market of today, the stimu¬ 
lus which it so badly needs. 

Judging, therefore, from all available 
indications, it now appears that, this 
depression would continue well into 
1972, if not 1973. 

In the past, I have been considered 
by many, as a Prophet for gloom, the 
more so, as your Company has been 
doing exceptionally well, despite my 
forewarnings. The occasion now de¬ 
mands a prophecy for the future bright 
prospects for your Company. We are 
now in the midst of severe slump, 
probably of a very protracted nature. 
However, l would here like to remind 
our valued shareholders, your Company 
has passed through 3 periods of slump, 
though not comparable in intensity to 
the present slump, the first commenc¬ 
ing within about 4 months of your 
Company becoming operational, when 
the financial resources available to your 
Company, were most meagre, and has 
survived. Today, your Company, with 
its worldwide connections, well estab¬ 
lished and vast resources built up, is in 
a far better postion to puli through a 
very protracted period of slump and 
suffer a few scars, but not be incapa¬ 
citated, to welcome again a favourable 
market and again make substantial 
profits. The history of tramping has 
proved that those prudent Trampers 
who, rather than go in for wild expan¬ 
sion whilst the going is good, have built 
up their strength to survive though a 
severe slump, have in the long run, 
amassed great wealth. Your Company 
belongs to the tribe of prudent Tram- 
pfcrs and so my valued shareholders, 
there is no cause for distpay, we shall 
sail through this storm comfortably, 
even if it be a hurricane and come out 
fighting fit, to sail the smooth seas 
and amass greater wealth, in due 
course. 


To sum up, this is an experience, not 
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unknown to tramp shipping, the prover¬ 
bial test of the survival of the fittest. 
And, let me assure you, your Company 
is in very good health. This apart, even 
the Charterers need us and "they just 
cannot afford to eliminate all of us 
and a balance has to be found in time, 
though some may fall in the mean¬ 
time. This is evident from the Char¬ 
terers offering for spot, short-term time 
charters a rate of about $1.50 per 
dwt month, whereas, for medium term 
charters, they offer a rate of about 
$ 2.50 per dwt month. 

Since times immemorial, it is a field 
day for either the Charterer or the Ship¬ 
owner, the Charterer has an edge on 
it and it is his day today, your day shall 
soon come next, and make you grow 
from strength to strength, ready for 
yet another battle. '‘Life is not victory, 
but battle", said a great sage. 

Operating and Voyage costs 

The ever spiralling and never ending 
rise in Operating and Voyage costs, 
were very much in evidence in 1970 as 
well. The significant increases were 
about 10% in Salaries and Wages, about 
25% under Spares, Stores, Repairs, 
Maintenance and attendant labour 
costs and the Phenomenal rise of almost 
100% in Bunker Prices. 

Fleet Expansion 

Your Company is presently actively 
investigating the possibilities of acquir¬ 
ing additional tonnage and diversifying 
into other specialised trades, even though 
the Shipping Development Fund Com¬ 
mittee have made their terms and con¬ 
ditions, for granting loans, more strin¬ 
gent than it used to be in the past. The 
more so, as if this slump is protracted, 
the prices, particularly op secondhand 
ships and new buildings for re-sale, 
should drop considerably. 

Insurance 

Last year, I briefly explained to you 
how the instability in the Marine Insu¬ 
rance Market has been causing great 
concern to your Company. Since then, 
to crown it all, the time-hallowed prac¬ 
tices of the old Hull Formula for rene¬ 
wals, have been, for all practical pur¬ 
poses, completely thrown overboard and 
a new formula substituted. Till recently, 
so long as, the yearly insurance claims 
for the shipowner's entire fleet, showed 
that at least 40% of the premium 
received by the underwriters, remained 
with him, the rate of premium of a 
shipowner, for the next year, was not 
increased. Similarly in earlier years, the 
rate of insurance premium of as ship¬ 
owner could be reduced, if the amount 
standing to the Underwriters" credit for 
the previous years, was 70% of pre¬ 
mium, and above. 

The latest Formula now requires a 
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credit balance of 85% in the hands of 
the Underwriters, instead of the 40% 
above described, for a shipowner's 
fleet not to attract penalties. Conse¬ 
quently, it is doubtful, if any fleets can 
escape penalties, which are very heavy. 
This is indeed a sorry state of affairs! 
And what is worse, there is no provi¬ 
sion for aijy reduction in premium, for 
even superior claims record. 

Apart from the Hull Formula being 
revised, the Institute Time Clauses 
(Hulls) under which your Company's 
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vessels are covered, have also - been 
revised for the third tithe in three 
years. Under the new clauses, the old 
concept of a tf round voyage" of a vessel, 
as well as the concept or applicability 
of a single franchise for all composite 
claims during that round voyage, has 
been completely scrapped. Instead, a 
mandatory high minimum deductible 
has now been stipulated, which will be 
applicable to each separate accident 
instead of being applicable to all acci¬ 
dents during the same round voyage. 

With these changes in the terms and 
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conditions of th$ covet, together with 
the above stipulations under the latest 
Hull Formula, the overall effect is that, 
apart from claims for major casualties, 
vessels would now be insured for all 
practical purposes, only for Total 
Loss/Constmet ive Total Loss. This 
apart, the loss ratio having been reduced 
to a maximum negligible ceiling of J 5 %, 
your and other shipping companies 
ure now exposed to regular application 
of penalties by the Underwriters, which 
are not only very high, but once applied, 
stick to the fleet for ever, very adversely 
affecting, from time to time, the operat¬ 
ing costs of the vessels. 

Shipping and Shipbuilding : Government 
Policies 

The World Shipping Industry regis¬ 
tered a record output by launching 
more than 20 million GRT for the 
first time, nearly 50% of which was 
launched in Japan, At the close of 1970, 
it is reported that, the Shipyards had 
their order books full, with 3} years of 
work involved in building 78-million 
GRT. The trend towards acquiring 
OBO’s, LPG Carriers and standard 
types of vessels replacing the Liberties, 
continued during the year under 
review. 

The world tonnage on 30th June, 
1970 stood at over 227-million GRT. 
Tankers of 200,000 tons DWT and 
above continued to remain popular. 
By mid-1974, it is expected that over 
40b ships of this size would be in ser¬ 
vice Fearing pollution through casual¬ 
ties, the Maritime Safety Committee 
of the IMCO, has recommended limit¬ 
ing the size of tanks to 50,000 cu.m, 
for centre tanks and 30,000 cu.m, for 
wingtanks, which recommendation, 
when finally adopted, would escalate 
the already high building cost of 
tankers. 

During the year 1970, India acquired 
50 ships of nearly 2.5 lakhs GRT, 
which took the total strength of Indian 
fleet to 251 ships of 2.4 million GRT. 
India improved on her position from 
17th to 16th among the ship-owning 
countries, although her share in world 
shipping, has remained at about the 
same level as in 1969, i.e. at 1.06%. 

Indian shipping will have to add 
approximately a million GRT in about 
3 years to achieve the Fourth Plan 
target of 3.5 million GRT in operation. 
In spite of sharp increase in prices of 
old and new ships and a tight delivery 
schedule at most Shipyards, Indian 
owners can make this target, provided 
the Government authorities extend their 
fullest support and assistance for ac¬ 
quiring tonnage. The relaxation for 
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payment of 20% down payment in 
foreign exchange in respect of new- 
buildings and raising the tax-free rate 
of interest on loans from 6 to 7%, is 
most heartening. 


However, we seem to have the knack 
to slay the goose that lays the golden 
eggs. No sooner an industry, however 
generously aided, shows signs of pros¬ 
perity, the aid is withdrawn or restrict¬ 
ed, without proper consideration being 
given to the nature of the industry, 
or the market conditions, or its future 
prospects. India's tramp tonnage is 
only able to carry about 9% of Indian 
bulk cargoes and there is great need 
for expansion of the Indian Bulk Car¬ 
rier fleet. No sooner has Indian tramp 
tonnage shown good results, the hatchet 
has been applied, without considering 
the hazardous nature of this trade. The 
Development Rebate has been with¬ 
drawn lor vessels acquired after 31st 
May, 1974. For benefit under Section 
80-J of the lncomctax Act, 1961, the 
basis for calculation of capital emp¬ 
loyed, has been so amended, as to 
practically negate this benefit. The 
tenure of the Shipping Development 
Fund Committee loan has been reduced 
from 2 to 1 year and the effective rate 
of interest has been increased from 3 
to 41%. 


This apart, though the Shipping De¬ 
velopment Fund C ommittee is not one 
of the institutions, notified by the Gov¬ 
ernment, which could at its instance, 
convert loans into equity capital, it is 
disturbing to hear that, at the instance 
of the Department of Company Affairs, 
the loan agreements between the Ship¬ 
ping Development Fund Committee 
and two other Shipping Companies, 
are reported to contain provisions for 
convertibility of loan into equity. 

Expansion of the Indian fleet today is 
mainly in the tramping sector and 
therefore, it goes without saying that, 
the above draconian measures will 
severely retard the expansion of the 
Indian Merchant fleet. I can only hope, 
the present market conditions, will 
bring home to the authorities concern¬ 
ed, the highly fluctuating nature of 
fortunes in the shipping industry and 
in particular. Tramp shipping and the 
vital need for continued all out assis¬ 
tance to this trade, if we are ever to 
achieve our objective of carrying 50% 
of Indian cargoes in Indian bottoms. 

We have yet to learn, Indian Mer¬ 
chant Shipping, the nation’s second 
line of defence, can never hold its own, 
unassisted, against the heavily assisted 
fleets of the leading maritime nations 
of the world, such as the U.S.A., Japan, 
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the Scandinavian and European coun¬ 
tries, the U.K. and Greece, 

Labour 

Labour, as you are aware, plays a 
very important role in every industry. 
In Shipping, without the whole-hearted 
support and cooperation of various 
sections of labour, introduction of any 
number of costly modern facilities, 
cannot produce the desired results. 

In our country, we have made good 
progress towards improving the lot of 
Dock Labour by decasualisation, in* 
troduction of progressive wage structure 
and attractive incentive schemes. How¬ 
ever, it is deeply regretted that, in 
spite of all that has been done, the 
labour productivity continues to dec¬ 
line. Sporadic lightning strikes have 
frequently paralysed loading and un¬ 
loading at almost t /cry major port and 
prolonged ‘go-slow’ tactics, have be¬ 
come the order of the day. 

Involvement of different categories of 
labour in a single operation is, perhaps, 
the chief cause for such frequent strikes 
and go-slows. For instance, the ope¬ 
ration of discharging grain in Madras, 
involves about 9 different categories of 
labour, owing allegiance to about 6 
different unions and working under 4 
different employers, viz., labour work¬ 
ing in holds, tally clerks, winch men, 
stevedore supervisory staff. Food Cor¬ 
poration filling gangs, bagging and 
stitching gangs, Port Trust clearing 
gangs, forklift drivers and crane drivers. 
Stoppage of work by one of the above 
categories could bring the whole ope¬ 
ration to a complete stand-still. In 
my opinion, reducing the number of 
employers and categories of labour in 
any such operation and dealing with a 
single representative union, would con¬ 
siderably improve the employer-labour 
relationship, which is vital for smooth 
working in ports. 

1 would like to bring to the notice 
of the members, one particular stoppage 
of work. During 1971, the NUS1 
membership struck work from 1st of 
April, on a seamen’s bonus issue. 
This strike, which lasted for 17 days, 
was responsible for holding up m.v. 
“CHENNAI OOKKAM'’ at Bombay 
and m.v. “CHENNAI PERU MAI” 
at Mormugao, causing a loss of over 
Rs ,7 lakhs to your Company. What is 
most regretted is that, NUSI has con* 
fined its demand for payment of bonus 
to only Indian seamen, employed by 
Indian Shipowners and had ordered 
the strike on Indian flag vessels only, 
employing about 20% of the Indian 
seamen, whilst foreign flag vessels, 
employing about 80% of Indian seamen, 
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have been let off scot-free. It is, there¬ 
fore, apparent, labour is not particu¬ 
larly concerned about the national 
interest. 

Ports 

The facilities available at most of 
the major ports, despite a number of 
development plans, are still far from 
adequate. Excessive berthing delays 
and slow rates of loading and dis¬ 
charging, continue to burden our trades, 
resulting in colossal national loss. 
Some of our major ports do not even 
have sufficient number of fork-lifts, 
barges and tugs etc. Facilities for 
supply of bunkers and fresh water, 
are either inadequate or non-existent 
at many ports. Most of the ports still 
do not have proper ship-repairing faci¬ 
lities , which could earn much-needed 
foreign exchange from foreign flag ves¬ 
sels, in addition to rendering useful 
service to Indian ships. 

There is an urgent need for building 
adequate dredging facilities at all ports, 
to maintain maximum permissible drafts. 
Recently, Paradip Port authorities had 
to cut the permissible draft by 2 feet 
and length by 45', within 27 days, due 
to non-availability of a dredger in time. 
This steep cut would reduce the carry¬ 
ing capacity of a 40,000 tonner by about 
3,000 tons of cargo. 

Bulk cargoes shall continue to consti¬ 
tute a major portion of our trades 
handled at major port,s. This is evi¬ 
dent from the fact that, had the Iron 
Ore exports not increased by nearly 
41-million tons in the last three years, 
traffic would have registered a sharp 
decline. From the present level of 
about 55-million tons, the total traffic 
to be handled at major ports is expected | 
to go upto about 77-million tons by 
1973/74, out of which, 25.5 million" 
tons, would be^accounted for, by Iron 
Ore. 
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from where commodities in bulk are 
to be exported. 

I would appeal that no efforts should 
be spared to see the completion of these 
plans within the Fourth Plan period, 
as every day’s delay is costing the 
country in millions of Rupees lost, 
which can never be recouped. 

Efforts should also continue to deve¬ 
lop more and more minor ports, to 
serve the interests of small shippers 
and receivers. This step, I am confident, 
will help revive the steeply falling coas¬ 
tal traffic, besides relieving the present 
congestion in the existing ports. 

In conclusion, on behalf of the Board 
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and on your behalf, I would like to 
express our grateful thanks and deep 
appreciation to the Company^ manage¬ 
ment and the staff ashore and afloat, 
owing to whose tireless, sincere and 
loyal efforts your Company has made 
such impressive strides building Up 
reserves of over Rs 5 crores, as against 
a capital of Only one crore. Our biggest 
asset is this imaginative, efficient man¬ 
agement and sincere and hardworking 
staff, which have principally contribut¬ 
ed to the rapid and impressive growth 
of the shareholders’ funds in so short a 
time. 

Note : This does not purport to be a 
report of the Proceedings of 
the Annual General Meeting. 


kuwaft elvers a good 
market for your products 


YOU ARE INVITED 



TO PARTICIPATE IN 


INDIAN 

TRADE 

EXHIBITION 

AT KUWAIT 

(FEBRUARY 1972) 


Participants' requests for release of m 
foreign exchange for the visit of 
their representatives to Kuwait 
during the exhibition for booking on 
the spot business will also be considered* 


If we are to achieve thesejprojected 
increases in trade, it is vital to expedite 
to the utmost the expansion and deve¬ 
lopment plans for Indian ports, parti¬ 
cularly Nhava Shiva, Haldia, Mormu- 
gao, Madras and Vizag Outer Har¬ 
bours, and the installation of modem 
bulk cargo handling facilities at ports. 


For details p/ease contact!; 

Director of Exhibitions 
Ministry of Foreign Trade 
Udyog Bhavan 
New Delhi. 

TELEGRAM : COMEXH TELEX : 558ND 

trnphfm 
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THE PLEASURE OF OUR COMPANY 



Enlightened industrialism ha» become an 
NRC tradition. And the spirit of employee 
welfare, a constantly motivating force. No 
less than 8,000 persons are housed in NRC’s 
vast and impressively maintained factory 
colony at Mohone, while as many as 24,000 
dependents are supported by NRC employees 


on remuneration and benefits received. From 
housing to medical care, from schooling to 
recreation, an NRC employee receives careful 
company attention. But even more than this 
quantum of actual benefits, is the real benefi^ 
an NRC employee receives — of good talent 
well rewarded. 


THE UmOXAl RtfON CmRUUmON LTD. 

EWART HOUSE, BRUCE STREET, BOMBAY I. 


•wrtf, Unk-477 


NRC'lS 

COMPANY WELFARE 
ACTIVITIES 
HELP 8000 DAILY 
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UNIT TRUST OF INDIA 


Extracts from the Statement by Sbri R. S„ Bhatt, Chairman, Unit Trust of India, 


The Unit Trust of India completed, 
as of June 30, 1971, its seventh year of 
operations and its accounts have been 
audited and published. 

The Trust has declared an income 
distribution to unit holders, at the 
rate of 80 paise per unit i.e. 8 per 
cent. This dividend is the highest so 
far declared by the Trust and com¬ 
pares with 7.2 per cent paid in the 
preceding year. The income distribution 
to the initial capital contributors is 
5.25 per cent. 

During the year under review, the in¬ 
come of the Trust amounted to R$.8.41 
crores (inclusive of profit from sale 
of securities of Rs.27 89 lakhs) as 
against Rs.6,28 crores in the preceding 
year. Total expenses, including expen¬ 
ses on administration, provision for sun¬ 
dry liabilities etc., also rose to Rs. 80.00 
lakhs from Rs.67.31 lakhs in the pre¬ 
ceding year. In terms of Sections 24 
and 25 of the Unit Trust of India Act, 
1963 (as amended), the net income allo¬ 
cated to unit holders amounted to 
Rs. 758.17 lakhs. This, together with 
the balance of Rs. 19.24 lakhs in the 
Unit Capital Appropriation Account- 
in all Rs. 777.41 lakhs—is available for 
distribution to the unit holders 
whose names were on the Register of 
the Trust as on June 30, 1971. The 
income distribution to unit holders will 
absorb Rs. 738.01 lakhs leaving a 
balance of Rs. 39.40 lakhs. The income 
distribution to the initial capital contri¬ 
butors will absorb Rs. 26.25 lakhs 
leaving a balance of Rs. 10.58 lakhs. 
The aggregate transfer to General 
Reserve amounts to Rs. 27.89 lakhs. 
This will leave Rs. 12.94 lakhs and 
Rs.9.15 lakhs to be carried forward in 
the respective Appropriation Accounts. 

Sale of units during the year at Rs. 
1,799.67 lakhs was lower than the record 
level of Rs, 2,283.40 lakhs in the pre¬ 
vious year. The sales were, however, 
higher than those in any of the earlier 
years, 1965-66 upto 1968-69. The fall 
in sales during the year may be 
attributed to the general hardening of 
interest rates, increase in inteiest rates 
in rival channels of investment and 
also, to the change in the scheme of 
tax concessions introduced last year. 
Almost, the whole of the investments 
in units during the year was by indivi¬ 
duals who accounted for Rs. 1,736.17 
lakhs. Institutions invested only 
Rs, 63.50 lakhs. 

During the year, sale of "units to non¬ 


residents amounted to Rs. 42,93 lakhs 
as against Rs. 48.36 lakhs in 1969-70; 
the number of applications received 
was also lower at 440 as against 603. 
As of June 30, 1971, units sold to and 
outstanding with non-residents amoun¬ 
ted to Rs. 161.50 lakhs under 2,205 
applications. 

Repurchases by the Trust during 
the year were larger, viz. Rs. 3.19 crores 
under 12,698 applications as against 
Rs. 2.03 crores under 9,480 applications 
in the previous year. Repurchases this 
year worked out to 3.3 per cent of the 
aggregate funds invested by unit 
holders. 

Total investments of the Trust as 
on June 30, 1971 amounted to Rs. 
X 105 -14 crores as compared with 
Rs. 88.18 crores at the end of the pre¬ 
vious year. 

The Trust participated in the under¬ 
writing of 16 issues to the extent of 
Rs. 3.05 crores during 1970-71 as com¬ 
pared with 21 issues totalling Rs. 9.69 
crores in the preceding year. By far, 
the bulk of the underwriting was 
claimed by debentures (Rs. 138 lakhs). 
The balance comprised ordinary shares 
(Rs. 94 lakhs) and preference shares 
(Rs. 73 lakhs). 

The capital market remained sluggish 
during the year under review, and the 
total capital issues (July-June)amounted 
to about Rs. 50 crores (including initial 
issues of equity and preference shares, 
right issues and debentures) as compa¬ 
red to about Rs. 80 crores during the 
previous year. In the stock market also, 
after an initial firmness till about 
September 1970, share prices started 
sliding down the pace gathering mo¬ 
mentum as the year wore out. 

The slump in the stock market prices 
towards the close of the accounting 
year had its impact on the market value 
of the Trust’s investments, which in 
relation to their book value, as on June 
30, 1971 showed a smaller apprecia¬ 
tion of 7.5 per cent as against 9.6 per 
cent at the end of the previous year. 
The appreciation in the portfolio was 
accounted for by ordinary shares. 
Taking into account the appreciation 
in the Trust’s investments, the net value 
of the assets of the Trust as on June 
30, 1971 amounted to Rs, 106,12,46,387. 
During the year under review, 24 
companies whose securities are in the 
Trust’s portfolio, issued bonus shares. 
The ratio of bonus shares to existing 


shares ranged from 1 for 10 shares to 
as high as 4 for 5. 

The Trust continued its efforts to 
popularise Units as a medium of invest¬ 
ment in the countryside. The Trust’s 
agency force was further expanded; 
the number of approved agents at the 
end of the year stood at 2,756 as against 
2,303 in the previous year. The number 
of approved brokers on the recognised 
Stock exchanges was 320 as against 
315 a year ago. Besides the Trust's 
various offices, units continued to be 
on sale at over 10,000 branches of the 
leading banks throughout the country 
and at about 18,000 post offices. The 
Government of India's grant towards 
the Trust’s publicity expenses was scaled 
down further. For the financial year 
1970-71, the grant sanctioned was 
Rs. 5 lakhs as against Rs. 7.5 lakhs 
for the previous year. The Trust’s outlay 
on publicity from its own revenue was 
Rs. 1.08 lakhs during the year. 

The Trust’s Reinvestment Plan 1966 
recorded further progress during the 
year. The total aijiount reinvested 
during the year with respect to income 
distribution relating to the year ended 
June 1970 was over Rs. 50.44 lakhs, 
the number of applications being 15,660. 
With respect to income distribution 
for the year ended June 30, 1971, the 
number of new applications for rein¬ 
vestment received by the Trust totalled 
4,193 involving 20,33,750 units. 

Sale of units under the Voluntary 
Savings Plan (969 during the year 
amounted to Rs, 1.58 lakhs. The 
number of savers participating in the 
plan at the end of the year was 
682. 

The Children’s Gift Plan launched by 
the Trust on July 1, 1970 has made a 
promising beginning. During the year, 
units worth Rs. 56.32 lakhs were sold, 
the number of applications being 2,3 88. 

The Unit-linked Insurance Plan, 
reference to which was also made in 
my previous statement has been fina¬ 
lised. The basic objective of this plan 
is to offer to investors, especially from 
the relatively small and medium 
income groups of the community, a 
facility for regular savings and invest¬ 
ment of such savings in the units of the 
Trust, combined with the advantage 
of life cover during the period of the 
plan. 
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The Strategy off Peace and 
Cooperation pursued by 
Chancellor Willy Brandt 
has won its first battle. 


The successful outcome of the 
Berlin negotiations of the Four 
Powers proves that the programme 
of achieving detente and 
cooperation in Europe is not an 
illusion, but is about to materialize 
although much remains to be done. 
This naturally takes time. 

The first results of this process 
have been facilitated by the patient 
and sympathetic attitude of third 
countries, including, as an 
important factor, India. 

Reid “BERLIN", a step by step outline ot 
the post-war political history of Berlin, 
Including the text of the recent BERLIN 
AGREEMENT and other documents. 

(For free copy, 

please mail coupon below.) 

i—.-——i 

Embassy of the Federal Republic of Germany 
6/&Q-G Shanti Path, Chanakyapuri. New Delhi-11 

Ptaaae mall me a FISC copy at “aeftUN". 

Name...,.,... 

Occupation... 

Addrr&s... 



.iCode No. E E 

i (BLOCK LETTERS) m m m m as 


FROM THE CONTENTS 

• Berlin — Key to East-West Relations 

# Berlin at the End of World War II 

• The Troublespot of the Cold War 

# The Berlin Settlement in Perspective 

• Berlin and the Relationship between 
the Federal Republic and the GOR 

# The Question of International 
Relations 

• East-West Relations after a Berlin 
Settlement 

# The Role of Third Countries 

• Historical Background 

# Documents 



FEDERAL REPIIBUC OF 6ERMANV 


FRS-188# 
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RECORDS AND STATISTICS 


The annual report of the Central 
Board of Directors on the working of 
the Reserve Bank of India and “Trend 
and Progress of Banking in India’" 
for the year ended June 30, 1971, re¬ 
leased for publication on October 7, 
1971, reviewed the overall trends in the 
economy and made an assessment of 
the current and prospective economic 
situation. A detailed account was 
given of the developments in the field 
of industrial finance and commercial 
banking and, in particular, of follow¬ 
up measures taken by the govern¬ 
ment and the Reserve Bank of India- 
after the nationalisation of major In¬ 
dian commercial banks. The report 
referred to the progress made by com¬ 
mercial banks in opening of branches 
and steps taken towards mobilisation 
of deposits. Developments in co-opera¬ 
tive banking, exchange control, sur¬ 
veys and seminars under the aegis of 
the bank and such matters as education 
and training of bank officials, staff 
welfare schemes and accounts of the 
Reserve Bank of India are also dis¬ 
cussed. A summary of the report and 
of “Trend and Progress of Banking in 
India'’ follows: 

Reviewing the economic situation, 
the report states;: “The performance 
of Indian economy during the year July 
1970 to June 1971 was rather uneven, 
though in terms of overall growth rate 
it appeared fairly satisfactory. In parti¬ 
cular, as the year progressed, adverse 
trends emerged in some of the impor¬ 
tant sectors”. According to the re¬ 
port, agricultural production showed a 
fairly high rate of expansion, the domi¬ 
nant group in this sector, viz., food- 
grains production cotinuing its upward 
movement for the second year in succes¬ 
sion. “In contrast, the rate of growth in 
industrial production showed decele¬ 
ration. The prices continued to be 
under pressure throughout the year. 

On the external side, while. India 
strengthened her second line of reserves 
by completing the programme of re¬ 
purchases from the IMF, the deficit 
m the balance of payments on current 
account widened. Over the year, ex¬ 
ports registered a rise but in respect of 
imports, there was a reversal of the 
declining trend noticed since devalua¬ 
tion. The tragic developments in East 
Bengal, following the military crack¬ 
down in March 1971, have ted to a 
serious problem of millions of evacuees 
seeking refuge in our country. Provi-* 
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sion of food and shelter to these un¬ 
fortunate people has put a heavy strain 
on the country’s resources and their 
continued inflow is bound to act as a 
serious constraint on the tempo of 
economic development.” 

National Income 

According to the report, national in¬ 
come at constant prices during 1970-71 
(fiscal) is estimated to have expanded 
by five to 5.5 per cent attaining for the 
second year in succession the overall 
target of growth postulated in the fourth 
Plan. For the calendar year 1970, the 
overall growth in industrial production 
was lower at 4.5 per cent as against 
f. 1 per cent in 1969. Latest available 
data show that during January-March 
1971 the increase in the index over the 
corresponding months of 1970 works 
out only to 1.5 per cent. The slackness 
in the tempo of industrial growth was 
due tov arious adverse factors: shortage 
of key raw materials, such as cotton, 
oilseeds and basic metals; power and 
transport bottlenecks; strained indust¬ 
rial relations; and a shortfall in the 
targeted late of increase in the public 
sector investment. 

Agricultural production recorded 
substantial progress during the year. 
Foodgrains production rose from 99.5 
million tonnes in 1969-70 to 107.8 
million tonnes in 1970-71. While fa¬ 
vourable weather conditions, parti¬ 
cularly during the kharif season, have 
no doubt played a part in increasing 
output, the expansion of area under 
High Yielding Varieties Programme and 
adoption of modern technology on a 
wider scale, have also contributed to 
this progress. The performance of cash 
crops, however, was uneven. 

Employment Situation 

Overall employment in the 'organis¬ 
ed sector, which was virtually stagnant 
during the years 1966-67 and 1967-68, 
registered an improvement of 1.9 per 
cent in 1968-69 and 2.5 per cent in 
1969-70. Data regarding employment 
in 1970-71, available for the period 
April-September 1970 show that total 
employment in ‘organised sector’ in¬ 
creased by 2.7 per cent over the corres¬ 
ponding period of the previous year. 

Price Situation 

The general price level over the year 
under review showed a rise of 3.1 per 
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cent, compared with an increase of four 
per cent recorded in the preceding year* 
The undertone was one of continued 
pressure although between September 
1970 and May 1971, prices fluctuated 
within a narrow range. The main fac¬ 
tor responsible for pressure on prices 
was the supply shortages, in relation 
to demand, in respect of key industrial 
raw materials such as cotton and iron 
and steel, Groupwise, the prices of 
‘food articles’ experienced a relative 
stability. A marked fall of 16.5 per 
cent this year in oilseeds brought about 
a decline of 5.1 per cent, as against a 
rise of 8.4 per cent last year, in Indust¬ 
rial raw materials’. The availability 
of raw cotton was lower but that of 
oilseeds was considerably higher than 
in the preceding year. All the other 
important groups namely iiquor and 
tobacco’, ‘fuel, power, light and lubri¬ 
cants’, ‘chemicals’, ‘machinery and 
transport equipment’ and ‘manufac¬ 
tures' registered increases of about 
five to nine per cent each, the prices of 
manufactures recording a rise of nine 
per cent on top of a rise of 7.7 per cent 
registered last year. 

Money Supply 

The rate of increase in money supply 
worked out to 12.3 per cent as com¬ 
pared with 9.8 per cent in 1969-70* 
Total monetary resources, which com¬ 
prise money supply rfnd time deposits 
with the banks, also registered a larger 
increase of 14.0 per cent as against 11.6 
per cent in 1969-70. The main expan¬ 
sionary factor has been net bank credit 
to government which has shown a 
phenomenal increase of Rs 924 crores. 
Bank credit to commercial sector 
showed a smaller expansion both in 
absolute terms as well as in growth 
rale — the increase of Rs 629 crores 
being Rs 126 crores less than the in¬ 
crease during the preceding year. How¬ 
ever, the expansionary impact of these 
factors was offset, to some extent, by a 
decline of Rs 97 crores in net foreign 
exchange assets of the banking sector 
and a rise of Rs 110 crores in net non¬ 
monetary liabilities of the banking 
system. 

Budgetary Policy 

The budgetary policy of the central 
government for 1971-72 has been fram¬ 
ed against the background of generally 
improved prospects in the economic 
situation and the need to accelerate the 
tempo of development. The budget 
provides for a substantial step-up in 
the Plan outlays in order to impart 
the necessary thrust to development 
activities. It also provides further mea¬ 
sures for moving nearer to the social 
objectives of reducing regional dispari¬ 
ties and bringing about an egalitarian 
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society. A special provision of Rs 75 
crorcs has been made for employment- 
oriented works in rural areas and for 
creating employment opportunities for 
the educated unemployed. The budget 
has also provided for Rs 60 crOres for 
expenditure in connection with the 
evacuees. However, inflow of refugees 
has been much larger than anticipated 
and the strain on budgetary resources 
would be correspondingly increased. 
(An additional provision of Rs 200 
crores has been made for expenditure 
to be incurred by end-December 1971 
on evacuees from East Bengal). The 
developmental outlay of the centre 
and states, which had increased by eight 
per cent in 1969-70, increased by almost 
14 per cent in 1970-71, while non-de- 
velopmental outlay rose by seven per 
cent as against 18 per cent in 1969-70. 
The revised estimates for 1970-71 there¬ 
fore show a larger deficit of Rs 455 
crores (centre Rs 230 crores and Rs 
225 crores estimated for state govern¬ 
ments) as against a modest overall defi¬ 
cit of Rs 37 crores in 1969-70 (actuals). 

The report refers to the problem of 
persistent overdrafts of certain state 
governments with the Reserve Bank of 
India. Total outstanding overdrafts of 
51 states (as on June 28, 1971) were 
Rs 371.29 crores as against Rs 82.74 
crores (six states) as on June 27, 1970. 
The fifth Finance Commission (1968) 
which examined the problem of un¬ 
authorised overdrafts of certain states 
with the Reserve Bank of India has 
made recommendations regarding the 
avoidance of unauthorised overdrafts 
and the procedure for dealing with such 
overdrafts; these recommendations have 
been brought to the notice of the state 
governments. 

Government Borrowing 

The combined net receipts from mar¬ 
ket borrowings by the centre and 
states amounted to Rs 235 crores — Rs 
II crores more than those in 1969-70. 
The centre's borrowing programme was 
completed in two phases. Total subs¬ 
cription in respect of the 51 per cent 
2000 Loan floated on April 11, 1970 
for an aggregate amount of Rs 275 
crores amounted to Rs ^ 290 crores 
comprising Rs 150 crorcs in cash and 
Rs 140 crores by way of conversion. 
The 41 per cent Loan 1977 and 51 per 
cent 2000 Loan (re-issue) issued on 
October 15, 1970 for a total sum of Rs 
125 crores brought in together Rs 138 
crores (Rs 76 crores in cash and Rs 62 
crores by way of conversion). After 
providing for cash repayments of the 
uncovered portion of maturing loan 
(Rs 91 crores), net market borrowings 
of the centre during 1970-71 aggre¬ 
gated Rs 135 crores — Rs 27 crores less 
than (he amount (Rs 162 crores) ori¬ 
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ginally budgeted for and six crores of 
rupees lower than the net market 
borrowing pf 1969-70. On July 15, 
1970, fifteen state governments issued 
5} per cent development loans matur¬ 
ing after 12 years for an aggregate 
amount of Rs 142.50 crores. All the 
loans were issued at par. Maturing 
loans of 12 states for a total amount 
of Rs 57 crores were offered for con¬ 
version into their respective loans. All 
the loans were over-subscribed; the 
over-subscription exceeded 10 per cent 
of the notified amount. After mak¬ 
ing partial allotments, subscriptions 
amounting to Rs 157 crores were accep¬ 
ted — Rs 125 crores cash subscription 
and Rs 32 crores conversion. After 
providing for cash repayments (Rs 25 
crorcs) on account of maturing loans 
not tendered for conversion, the net 
amounted to Rs 100 crores in 1970-71 
as against Rs 83 crores in 1969-70. 

Economic Policies 

The policy measures oriented to¬ 
wards strengthening of the technologi¬ 
cal base for accelerating agricultural 
productivity were continued during 
1970-71. Following increase in food- 
grains output, procurement of food- 
grains was sizably stepped up, cont¬ 
rols on movements of all foodgrains 
except rice were generally removed and 
stocks of foodgrains with governments 
showed a further increase of nearly 
three million tonnes by the end of the 
year, despite a lower level of imports. 
The tight supply position of raw cotton 
in relation to demand was sought to 
be overcome by larger imports. In 
industry, with a view to stimulating 
industrial production, public sector 
Plan outlay for 1971-72 is being raised 
to Rs 3024 crores, i.e., by about Rs 
600 crores above the likely Plan ex¬ 
penditure in 1970-71. The import 
policy for 1971-72 has provided special 
facilities for the import of raw materi¬ 
als to facilitate the revival of closed 
engineering units, particularly in West 
Bengal. A new corporation, namely 
the Industrial Reconstruction Corpora¬ 
tion of India, has been established with 
a view to helping rehabilitation of 
closed units or units facing the risk 
of closure. The term-lending institu¬ 
tions like IDBI and IFCI have evolv¬ 
ed new policies for encouraging 
industries set up in backward regions. 

Credit Policy and Banking Trends 

In view of the continuous pressure 
on prices and the much larger credit 
expansion by the banking system in 
the first half of the year, monetary po¬ 
licy was constantly directed towards 
curbing the inflationary trends in the 
economy. Important measures taken 
were the stepping up of the Bank 
rate by one percentage point to six 
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per cent, the raising of the banks’ sta* 
tutorv and net liquidity ratios, substan¬ 
tial alterations in the basis of eligibility 
for refinance in respect of advances 
to priority sectors arid for food pro¬ 
curement* advice to banks to exercise 
the utmost restraint, and the tightening 
of selective credit controls on specified 
commodities. At the same time, the 
banks were asked to step-up deposit 
mobilisation; also with a view to helping 
the banks to augment their resource- 
base, upward revision of various de¬ 
posit rates was permitted. Total sche¬ 
duled commercial banks’ credit re¬ 
corded an increase of Rs 563.1 crores 
in 1970-71 as compared with Rs 613.9 
crores in 1969-70. On the other hand, 
accretion to deposits amounted to Rs 
915.4 crores as compared with R$ 

628.7 crores in 1969-70. The rate of 
expansion in bank credit was not 
uniform during the year, the increase 
in the earlier half of the year at Rs 

239.8 crores being considerably higher 
than that in the corresponding half of 
the previous year at Rs 17.1 crores, 
while in the latter half, the expansion 
was Rs 323.3 crores as against Rs 

596.8 crores in the corresponding half 
of the previous year. 

Lower Credit-Deposit Ratio 

Credit-deposit ratio at 77.2 per 
cent as at the end of June 
1971 was 2.7 percentage points 
lower than the ratio a year ago (79.9 
per cent). Of the total increase of Rs 
915.4 crores in deposits, time deposits 
accounted for 56.7 per cent as against 
64.1 per cent of the increase in 1969-70. 
Increase in the investments of scheduled 
commercial banks in government and 
other approved securities by Rs 294.7 
crores was more than double that in 
1969-70 (Rs 145.3 crores). The in¬ 
vestment-deposit ratio reached 29.0 
per cent on June 25, 1971 as against 
28.5 per cent on June 26, 1970. Cash 
and balances with the Reserve Bank of 
India showed an increase of Rs 35.9 
crores as against a decline q<WR$ 22.7 
crores in the previous year, but on 
account of the steep increase in de¬ 
posits, the cash ratio at 6.4 par cent 
actually fell by 0.4 percentage point. 

The outstanding level of borrowings 
from the Reserve Bank at Rs 207.2 
crores as on June 25, 1971 showed it 
fall of Rs 84.3 crores over the level 
(Rs 291.5 crores) a year ago. During 
the year as a whole, however, despite 
rise in deposits, borrowings of the com¬ 
mercial banks from the Reserve Bank 
were consistently higher than in the. 
corresponding weeks of, the previous 
year upto April 1971, touching a peek" 
of Rs 443 crores on March 19, 1971 
before declining in the following wjfks,, 
to Rs 199,7 crores at* the eon of; the 
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1970-71 busy season. On June 25, 1971 
they were Rs 207.2 crores as against 
Rs 291.5 crores on June 26, 1970. 
Scheduled commercial banks* advances 
for agricultural purposes rose from 
Rs 342 crores in June 1970 to Rs 379 
crores in March 1971. Again between 
June 1970 and March 1971, the number 
of borrowal accounts increased in res¬ 
pect of agriculture from 8.4 lakhs to 
10.6 lakhs. 

As regards advances to the small- 
scale sector (comprising small-scale 
industries, road and water transport 
operators and setting-up industrial 
estates), scheduled commercial banks’ 
advances rose from Rs 446 crores in 
June 1970 to Rs 544 crores in March 
1971 and the number of borrowing units 
increased from one lakh to 1.2 
lakhs. 

The preferential treatment accorded 
to exports in the form of refinance faci¬ 
lities given to banks at the concessional 
rate/Bank Rate, irrespective of net li¬ 
quidity ratio, for financing export cre¬ 
dit was continued by the Bank. At the 
end of June 1971, the outstanding 
amount of refinance by the Reserve 
Bank of India stood at Rs 35.5 crores 
in respect of packing credit for exports 
and Rs 36.6 crores in respect of post¬ 
shipment credit. 

In pursuance of the recommendations 
of a Study Group set up by it, the Re¬ 
serve Bank of India introduced in 
November 1970 a new Bills Rediscount¬ 
ing Scheme. The refinance facilities are 
made available throughout the year. 
The outstanding amount of bills of 
exchange held by the Reserve Bank of 
India reached a peak level of Rs 16.73 
crores on May 28, 1971: it stood at 
Rs 10.39 crores on June 25, 1971. 

An interesting development in com¬ 
mercial banking was the introduction 
of a Scheme of Participation Certificates 
by some banks. The objective behind 
the introduction of this scheme is to 
provide for greater mobilization of 
funds, reduce recourse to the Bank and 
diversify the availability of financial 
instruments. The amount of participa¬ 
tion certificates outstanding as on June 
30, 1971 was Rs 15.43 crores. 

Private Corporate Sector 

New investment activity in the pri¬ 
vate corporate sector did not indicate 
any clear uptrend. The slower pickup 
in public sector investment expendi¬ 
ture appeared to have caused a slacken¬ 
ing to some extent in new invsestment 
activitity in the private corporate sec¬ 
tor; Financial assistance sanctioned 
as well as disbursements made by the 
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term-lending institutions were appreci¬ 
ably larger than last year. The stock 
market, after scaling new heights in 
the earlier months, however* showed a 
bearish trend thereafter. On the 
whole, the organised sector of industry 
remained subdued with capital consents 
and capital issues lower than last 
year. 

External Payments Position 

The external payments position un¬ 
derwent a marked change in sharp cont¬ 
rast with that in the previous two 
years. The aggregate import bill in¬ 
creased by Rs 115.1 crores, while ex¬ 
ports moved up nominally by Rs 11.5 
crores. The trade deficit widened in 
consequence from Rs 165.2 crores to 
Rs 268.8 crores. Foreign exchange re¬ 
serves which had shown substantial 
increases of $118 million in 1968-69 
(July—June) and $278 million in 1969- 
70 registered a decline of $66 million. 
Excluding the effect of special factors 
such as transactions with IMF, the re¬ 
fund of IBRD special deposits and the 
appreciation of the Deutsche Mark 
component of the country’s reserve 
assets following revaluation of Deutsche 
Mark in October 1969 as also the sus¬ 
pension of its par value since May 10, 
1971, the reserves would show a nomi¬ 
nal rise of less than a million dollars 
as compared with $360 million in 
1969-70 and $261 million in 1968-69, 


Foreign Investment Policy 

The official policy continued to en¬ 
courage the flow of foreign investment 
into selected industrial fields. On July 
20, 1970, the government published an 
illustrative list of 121 items from 
engineering industries where there is 
scope for foreign collaboration. The 
total value of consents granted by the 
Controller of Capital Issues to joint- 
stock companies for non-resident parti¬ 
cipation in share capital and for bor¬ 
rowings from abroad by way of loans 
amounted to Rs 12 crores as against 
Rs 20.1 crores in 1969-70. The colla¬ 
boration agreements approved during 
1970 numbered 183 as compared with 
134 during 1969. 

International Monetary Situation 

The international monetary scene 
was relatively calm during the major 
part of the year. However, massive 
outflows of short-term funds from the 
US following the adoption of an easy 
monetary policy by the USA early in 
May 1971, led to a currency crisis. The 
US balance of payments recorded sub¬ 
stantial deficit of $10.7 billion in 1970 
as against a surplus of $2.7 billion in 
1969. In the first quarter of 1971* the 
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deficit amounted to $5.5 billion, thus 
showing an annual rate which was more 
than double that in 1970, The magni¬ 
tude and volatility of short-term capi¬ 
tal movements accentuate the strains 
caused by payments imbalances and 
inhibit the monetary autonomy of na¬ 
tional authorities. The Euro-do liar 
market not only provided a highly effi¬ 
cient channel for those movements but 
was also a significant source of such 
funds. Measures are, therefore, being 
considered to regulate the Euro-dollar 
market. 

Another aspect receiving attention is 
the problem of excessive international 
liquidity. Aggregate world reserves con¬ 
sisting of gold, foreign exchange, SDRs 
and reserve positions in the Fund rose 
by $14.2 billion as against only $0.74 
billion in 1969. The larger share of the 
total addition to international liquidity 
in 1970 accrued to the developed na¬ 
tions. Healthy international economic 
relationships demand orderly creation 
of additional liquidity. 

Role of Sterling 

The likely entry of the IJK into Euro¬ 
pean Economic Community foresha- 
dows a fairly rapid change in the role of 
sterling particularly for official holders 
of sterling including India. Alternative 
reserve assets as well as alternative 
intervention currency/durrencies would 
have to be found. The arrangements 
should not entail any losses either in 
terms of liquidity, earning power, or 
exchange value. 

The May 1971 currency crisis in 
Europe has given further impetus to 
the efforts to reform the international 
monetary mechanism. Accordingly, 
increased flexibility for day to day mar¬ 
ket rates of exchanges, appears to have 
gained wider approval as one instru¬ 
ment of reform. 

World trade in 1970 recorded in 
terms of value the same rate of growth 
— 141 per cent — as in 1969* while the 
growth in volume was 8& per cent or 
21 percentage points lower than in 
1969. The performance of develop¬ 
ing countries was impaired by adverse 
movement in their terms of trade. Ex¬ 
ports of less developed countries in¬ 
creased in volume by eight per cent as 
against seven per cent in J969, but in 
value they rose by 11 per cent as against 
111 per cent in the preceding year. 
The growth in the value of developed 
countries’ exports from 15 per cent to 
151 per cent over the year, however, 
was accompanied by a fall in the growth 
of volume from 11 per cent to nine per 
cent. Despite substantial accretions to 
the exchange reserves of most develop- 
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ed nations, assistance flows did not 
materially improve in 1970. 

Assessment and Prospects 

In making an overall assessment of 
the economic situation, the report 
states that the economy is currently 
passing through quite a difficult period. 
Foremost among the aspects of the 
economy which is causing concern is 
the price situation. The year began with 
a strong upward pressure on prices. 
Subsequently, as a result of the various 
measures taken, prices cased off. How¬ 
ever, in the recent months the rising 
trend has asserted itself once again. 
All the commodity groups except ‘indus¬ 
trial raw materials" have been on the 
uptrend. A number of ‘manufactures’ 
like chemicals, machinery and transport 
equipment and manufactures which 
arc important from the point of view 
of future growth of the industry 
and exports, have registered large 
increases. 

On the supply side, while four suc¬ 
cessive years of good monsoons have 
eased the food situation and a comfor¬ 
table stock position has been built up, 
there are indications that the current 
monsoon may not maintain this record. 
Sizable areas have been affected, some 
by severe floods and others by severe 
drought. As far as food crops are 
concerned, this may cause perhaps no 
more than a small set-back to the 
growth rate. As regards cash crops, 
the performance of which is rather 
uneven and generally disappointing, the 
situation in the immediate future is 
likely to remain difficult. 

The rate of growth of industrial pro¬ 
duction has fallen considerably short of 
the targeted rate for the fourth Plan: 
and, of late, a certain amount of dece¬ 
leration seems to have developed in the 
growth rate. Important basic indus¬ 
tries like iron and steel and coal and 
capital goods industries like industrial 
machinery and transport equipment 
have all recorded absolute declines. 
Among consumer goods, cotton textile 
outpui continued to stagnate. 

Money Supply 

On the demand side, money supply 
continues to expand at a high rate; the 
main expansionary factor has been net 
bank credit to government. The larger 
bank credit to government reflects 
generally the growing imbalance in the 
budgetary operations, arising mainly 
on account of the considerably smaller 
growth rate of total receipts despite a 
slow-down in the rate of growth in total 
disbursements. The imbalance is parti¬ 
cularly marked in the case of the state 
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governments, which used up more than 
twice the amount of Reserve Bank cre¬ 
dit as compared to the central govern¬ 
ment. Though the central govern¬ 
ment has taken a number of measures 
in the budget for 197J-72 to raise tax 
revenues to meet the growing needs of 
development and to provide temporary 
shelter to the evacuees from East 
Bengal, the dimensions of the evacuee 
problem have grown so vastly as to 
place an intolerable burden on the re¬ 
sources. 

Investment in the economy has shown 
a moderate degree of improvement both 
in the public and the private sectors. 
More important, investment in priority 
sectors such as small-scale industries 
and agriculture has been facilitated con¬ 
siderably as a result of the various 
measures taken to increase the flow of 
finance to these sectors. All the same, 
the total volume of investment needs 
to be stepped up significantly if the 
fourth Plan expectations are to be ful¬ 
filled. 

In the external sector of the economy, 
there are signs of increasing pressure. 
The trade as well as the current ac¬ 
count deficits for the calendar year 1970 
were somewhat larger than those for 
the calendar year 1969. The main 
cause for this is the increasing demand 
for imports arising out of shortages in 
domestic production of important raw 
materials and basic manufacture like 
raw cotton and steel. Exports have 
shown some signs of an improvement 
in the growth rate recently after a long 
period of low growth. However, there 
are as yet no clear indications that 
the country has achieved a high rate of 
growth in exports on a long-term basis. 
Domestic shortages of raw materials 
have hampered progress by raising the 
cost structure and causing delays in 
export production. 

Temporary Factors 

Many of these difficulties have been 
the result of the operation of tempo¬ 
rary factors and should soon disappear. 
More important, in the longer perspec¬ 
tive, the economy has made consider¬ 
able progress in gearing up the institu¬ 
tional structure for short and long¬ 
term credit. The public sector banks 
have enlarged their territorial coverage 
si/ably by opening nearly 1900 new 
branches mostly in the rural and semi- 
urban areas, providing banking facilities 
to a large number of previously un¬ 
banked centres. Following completion 
of techno-economic surveys, systema¬ 
tic measures have been adopted by 
IDBl to promote viable industrial pro¬ 
jects in the backward areas. The estab¬ 
lishment of the Credit Guarantee Cor¬ 
poration would provide guarantee for 
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lending by banks to small borrowers, 
The Small Farmers Development 
Agencies and the Marginal Farmers 
and Agricultural Labour Agencies 
have been set up in a large number of 
selected districts. In the industrial sec¬ 
tor, the Cotton Corporation, the lute 
Corporation and the Cashew Corpora¬ 
tion have been newly constituted and 
have already started functioning. In 
respect of the industrial policy there 
was a distinct policy reorientation in 
favour of industries established in back¬ 
ward regions and those in the small- 
scale sector. Positive steps were also 
taken to foster the development of 
‘joint sector’ on the lines of the Dutt 
Committee Report. 

Progress also continues to be made 
in the spread of the new technology in 
agriculture. However, there are still 
large areas subject to the vagaries of 
the monsoon. Efforts at evolving dry 
farming techniques and further exploi¬ 
tation of deeper aquiferous of ground 
water call for the highest priority. 
Again, in a predominantly rice eating 
country the long-term solution of the 
food problem requires a breakthrough 
in rice technology. This is turn means 
that research efforts in this regard need 
to be further strengthened. Progress 
in developing an appropriate technology 
for the cash crops continues to remain 
inadequate. Research efforts are being 
pursued to overcome these inadequa¬ 
cies. 

Economy Better Poised 

These developments suggest that the 
economy is in a better position than 
ever before to attain in high sustained 
rate of growth. With the progress that 
is being made in agriculture, a vast 
market for industrial products is be¬ 
ginning to wake up. To tap it fully 
would require a strong and sustained 
upsurge in industrial production re¬ 
quiring in turn a step-up in investment 
by both the public and the private sec¬ 
tors. It will also require overcoming 
the various organisational <Jgficiencies 
that have come to light in recent years 
in both the public and the private sec¬ 
tors of industry and an improvement in 
the industrial relations. 

The most important need of the mo¬ 
ment, however, is the maintenance of a 
reasonable degree of price stability 
in the economy. The massive increases 
in money supply that are taking place 
largely as a result of the budgetary 
operations of the governmental sec¬ 
tor pose a difficult problem in this re¬ 
gard. Unless a reasonable degree of 
balance is achieved between these in¬ 
creases in money supply and the in¬ 
creases in real income, there is a likeli¬ 
hood of the price situation getting put 
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of hand once again. Balance is also 
necessary between the governmental 
sector and the private sector as to the 
use of bank credit. This would call for 
the most careful control on the use of 
bank credit by both the sectors, in addi¬ 
tion to such measures as direct controls 
in suitable cases for protection of the 
weaker sections. 

Developments in Industrial Finance 

In regard to developments in indust¬ 
rial finance, the report mentions that 
apart from streamlining its set-up and 
refining its methods, the IDBI adop¬ 
ted special measures to promote viable 
industrial projects, particularly in back¬ 
ward areas. The IDBI is playing the 
role of a catalytic agent in bringing to¬ 
gether all-India and state level institu¬ 
tions to form an inter-institutional group 
to take decisions on a wider range of 
problems. Total sanctions of assistance 
by the IDBI at Rs 131.1 crores (ex¬ 
cluding guarantees) were double the 
level in 1969-70 (Rs 65.2 crores). Dis¬ 
bursements were also higher by about 
50 per cent, having risen from Rs 52.3 
crores in 1969-70 to Rs 78.4 crores in 
1970-71. The operations of other all- 
India term-lending institutions also 
showed an appreciable rise. The total 
sanctions of the ICICI increased from 
Rs 22.8 crores in 1969-70. (April- 
March) to Rs43.0 crores in 1970-71. 
Total sanctions of the IFC1 were 
also higher at Rs 35 crores in 
1970-71 as compared with Rs 18.6 
crores in 1969-70. The total 
loans sanctioned by the 18 state 
financial corporations increased by 
over 50 per cent from Rs 32.2 crores in 
J969-70 to Rs 49.0 crores in 1970-71 
and disbursements from Rs 21.4 crores 
to Rs 32.9 crores during the same 
period. 

Credit Guarantee Scheme 

As regards financing of small- 
scale industries, the Credit Guarantee 
Scheme modified in February J970 
made considerable progress. By the 
end of June 1971, 149 credit institu¬ 
tions including all the major commer¬ 
cial banks, and 56 co-operative banks 
and state financial corporations had 
joined the scheme. The amount of 
outstanding guarantees stood at Rs 
790.97 crores at the end of June 1971 
as against Rs 661.77 crores at the end 
of June 1970. The total limits sanction¬ 
ed by scheduled commercial banks 
to small-scale industries recorded 
a rise of Rs 83.8 crores to Rs 
868.3 crores over and above the 
increase of Rs 156.8 crores in the 
limits sanctioned in the corresponding 
period of 1969-70. The number of 
units financed increased from 89,307 
to 1,03,550 or by 15.9 per cent. The 
amount Of outstanding advances aggre¬ 


gated Rs 493.1 crores as at the end of 
March 1971, which showed a rise of 
Rs 79.1 crores as against an increase 
of Rs 108.3 crores during July 1969- 
March 1970. 


Unit Trust of India 

I'N 

The sale of units amounted to Rs 
18.00crores as against Rs 22.83 crores 
in 1969-70. The moderate setback in 
1970-^1 reflected mainly the hardening 
of the interest rates in the economy 
which improved the competitive posi¬ 
tion of other investment media avail¬ 
able to investors. 

Progress in Commercial Banking 

In recent years, there has been an 
increasing diversification in the ad¬ 
vance portfolio of commercial banks 
consistent with national objectives. 
Institutional credit facilities at reason¬ 
able rates of interest are being provided 
to priority sectors and to a large number 
of borrowers of small means such as 
small farmers, small-scale manufac¬ 
turers, retail traders, road transport 
operators, small businessmen, profes¬ 
sionals, self-employed persons, etc. 
At the same time, it has been impressed 
upon the banks that in lending to prio¬ 
rity sectors, a minimum standard of 
quality should be maintained and pro¬ 
per utilisation and return flow of funds 
should be ensured. Bank lending to 
weaker and neglected categories in¬ 
volves an element of risk. Therefore, in 
pursuance of the recommendations of 
the Working Group on Credit Guaran¬ 
tee Scheme for Covering Small Loans to 
Borrowers in the Priority and Neglec¬ 
ted Sectors, the Credit Guarantee Cor¬ 
poration of India Ltd has been set up. 

Further, based on the recommenda¬ 
tions of the report of the committee 
to review the Special Credit Schemes of 
Banks with particular reference to their 
employment potential, the Reserve 
Bank has formulated and issued broad 
guidelines to commercial banks for ex¬ 
tending credit facilities to professional 
and self-employed categories of borrow¬ 
ers. On December 6, 1970, the Bank 
also issued guidelines for financing of 
agriculture by commercial banks. The 
recommendations of the Committee 
on Differential Interest Rates arc under 
the consideration of the Bank and the 
government. The committee studied 
the suggestions of the Finance Minister 
regarding charging lower rates of inte¬ 
rest to carefully selected low income 
groups deserving financial assistance 
from banks and higher rates to the more 
affluent borrowers. 

The Lead Bapk Scheme introduced by 
the Bank in Dtecember 1969, made good 
progress. The survey reports made by 
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the commercial banks in respect of 
165 districts out of 335 have been com¬ 
pleted and the reports in respect, of 
most of the other districts are in the 
process of preparation. To set up the 
pattern of mutual co-operation among 
banks and illustrate the manner of 
allocation of identified centres, the 
Bank convened regional conferences of 
bankers in six cities. At these con¬ 
ferences, of the 1,194 unbanked centres 
identified by the banks in the course of 
their surveys, 383 centres were allotted 
to lead banks and 341 centres to other 
banks. The progress recorded in the 
expansion of branch net-work of the 
commercial banks during 1970 was 
unprecedented. 

Taking the commercial banks as 
a whole, against 677 and 1,369 
branches opened in 1968 and 1969, 
respectively, new branches opened in 
1970 totalled 2,137. Of these, as many 
as, 1,285 bank branches were opened by 
14 nationalised banks and 626 by the 
State Bank and its subsidiaries. The 
tempo of branch expansion continued 
in 1971; during the first half there was 
a further addition of 833 bank branches 
opened by commercial banks. In terms 
of territorial spread, out of 3,763 new 
branches opened during the first two 
years of nationalisation as many as 
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2,480 branches or 66 per cent were 
opened in hitherto unbanked centres. 
Out of these offices, 34 per cent were 
opened in the relatively underdeveloped 
states of UP, Bihar, Orissa, West Ben¬ 
gal, Assam, MP and Jammu and Kash¬ 
mir. Consequently the national average 
of population covered by bank offices 
declined from 65,000 per office as at the 
end of June I%9 to 46,000 per office at 
the end of June 1971. 

Vigorous eiforts by banks to aug¬ 
ment their resources through intensive 
deposit mobilisation are continuing. 
The Bank issued a circular to the banks 
indicating broad lines to speed up the 
pace of deposit accretion, lnlerest on 
bank deposits was increased in January 
1971. 

An analysis of the working results of 
69 (covering all major banks including 
13 foreign banks) scheduled commer¬ 
cial banks including those of nationa¬ 
lised banks reveal that there was a noti¬ 
ceable improvement in their profits 
during 1970 as compared with 1969; 
thus, their profits rose from Rs 21.6 
crores to Rs 26.3 crorcs. The total in¬ 
come of these banks increased by Rs 
87.9 crores (22 per cent) during 1970 
as against an increase of Rs 42.8 crores 
(12 per cent) in 1969. The profits (be¬ 
fore payment of bonus to staff' but 
after tax) of 14 nationalised banks also 
increased from Rs 10.9 crores in 1969 
to Rs 13.8 crores in 1970. The total 
income of these banks increased from 
Rs 217.6 crorcs in 1969 to Rs 266.7 
crores in 1970 and their total expenses 
from Rs 206,7 crores to Rs 252.9 
crorcs. Total income of the State Bank 
of India improved from Rs 91,4 crores 
in 1969 to Rs 112.7 crores in 1970 and 
total expenditure rose from Rs. 85.9 
crores to Rs 107.3 crores. Profits re¬ 
corded a marginal fall from Rs 5.50 
crores in 1969 to Rs 5.40 crorcs in 
1970. 

Developments in Co-operative Banking 

The year under review was charac¬ 
terised by consolidation of gains made 
in previous years in the direction of 
adoption of progressive loaning policies 
and mobilisation of deposits by co¬ 
operative banks and in opening a line 
of credit to the small and economically 
weak farmers as well as to tribals en¬ 
gaged in agriculture and allied occupa¬ 
tions. The crop loan system which has 
come to be adopted as a normal fea¬ 
ture of lending by the co-operative 
banks, by and large, had undergone fur¬ 
ther refinements in the context of larger 
use of inputs by the agriculturists. 

The credit support was also accompa¬ 
nied by efforts to ensure that the co¬ 
operative banks observed seasonality 
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in their lending and recoveries. With a 
view to progressively decreasing the re¬ 
liance of the banks on the Reserve 
Bank, the Bank fixed targets for de¬ 
posits for the bigger of the central co¬ 
operative banks in the country. This 
was also a preparatory measure for the 
eventual linking of the Bank's lending 
rates to deposit mobilisation. Similar¬ 
ly, in the case of land development 
hanks, their rural debenture programme 
which was meant to mobilise rural sav¬ 
ings, was linked to their ordinary de¬ 
benture programme. The Bank conti¬ 
nued its efforts in filling up the credit 
gaps in the areas of weak central co¬ 
operative banks by continuing the im¬ 
plementation of the scheme of financing 
primary societies by commercial banks, 
in maintaining the credit flow in areas 
which were affected by widespread na¬ 
tural calamities by making use of cre¬ 
dit stabilisation arrangements, and in 
strengthening the co-operative credit 
structure by suggesting concrete schemes 
for rehabilitation of weak central co¬ 
operative banks. 

Increase in Seasonal Finance 

The total credit limits sanctioned by 
the Bank to state co-operative banks 
for financing seasonal agricultural 
operations and marketing of crops at a 
concessional rate of two per cent below 
the Bank Rate increased from Rs 370.16 
crores in 1969-70 to Rs 390. II crores 
during 1970-71. The outstanding as on 
June 30, 1971 stood at Rs 188.84 crores 
as compared with Rs 214.11 crores as 
on June 30, 1970. In the sphere of 
medium term agricultural credit, the 
general policy adopted by the Bank 
was to encourage loans for such identi¬ 
fiable purposes as construction of wells, 
purchase of pumpsets, etc. and to dis¬ 
courage an undue expansion of credit 
for purposes such as bunding, reclama¬ 
tion, purchase of bullocks, etc. The 
medium term loans sanctioned by the 
Reserve Bank during the year at a 
concessional rate of 1 1 per cent below 
the Bank rate amounted to Rs 18.76 
crores against Rs 18.30 crores sanc¬ 
tioned last year. The outstanding as 
on June 30, 1971 were Rs 24.31 crores 
as against Rs 20,45 crores as on June 
30, 1970. 

As in the past during 1970-71, 
the Bank sanctioned medium term credit 
limits to the extent of Rs 21.80 crorcs 
at H per cent below the Bank Rate to 
four s*ate co-operative banks out of the 
National Agricultural Credit (Stabili¬ 
sations) Fund for conversion of short¬ 
term loans into medium term loans. 
Loans amounting to Rs 11.85 crores 
(excluding renewal of Rs 0.03 crores) 
were sanctioned to 14 state govern¬ 
ments during the financial year 1970-71 
out of the National Agricultural Credit 
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(long-term operations) Fund for contri¬ 
bution to the share capital of six state 
co-operative banks, 105 central co¬ 
operative banks, 4,076 primary agricul¬ 
tural credit societies, eight central land 
development banks, 146 primary land 
development banks and 19 primary (ur¬ 
ban) co-operative banks. The Agricul¬ 
tural Refinance Corporation sanctioned 
refinance during 1970-71 in respect of 
100 schemes of agricultural develop¬ 
ment such as minor irrigation (55), 
land development (9), farm mechani¬ 
sation (l), development of plantation 
and horticulture (26), development of 
poultry (2), dairy (3), and fishery (2) 
and construction of godowns (2). The 
total financial outlay involved in these 
schemes was of the order of Rs 62.15 
crores, the Corporation’s commitments 
being Rs 53.92 crores. 

Development in Exchange Control 

In the sphere of exchange control, 
the process of liberalisation of the rules 
relating to travel, initiated last year, was 
further carried forward during the year 
under review. Under the Mauritius 
Travel Scheme 1970, any person can 
visit Mauritius once in three years with¬ 
out complying with fc P* form formali¬ 
ties. 

Education and Training 

National Institute of Bank Manage¬ 
ment continued its activities in training, 
research and consultancy service to 
help individual banks in improving 
their operational efficiency and per¬ 
formance. The training institutions/ 
centres sponsored or organised by the 
Bank also continued to conduct specia¬ 
lised courses for the benefit of banking 
personnel at various levels. 

Accounts and other Matters 

During the accounting year ended 
June 30, 1971, the Bank’s income after 
making statutory and other provisions, 
amounted to Rs 136.46 *irores as 
against Rs 105.45 crores in the previous 
year. The total expenditure for the 
year amounted to Rs 36.46 crores as 
against Rs 30.45 crores in the previous 
year. The net profit set aside for pay¬ 
ment to the central government was 
Rs 100 crorcs as against Rs 75 crores 
paid last year. 

The contribution to National Agri¬ 
cultural Credit (Long-term Operation) 
P"und, the National Agricultural Credit 
(Stabilisation) Fund and the National 
industrial Credit (Long-term Opera¬ 
tion) Fund were Rs 18 crores, two 
crore rupees and Rs 40 crores* respec¬ 
tively, as against Rs 17 crorcs, two 
crores rupees and Rs 20 crores, respec¬ 
tively, during 1969-70. 
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UlhinAI fYV HELPS TO BUILD 
nllll/HLW NATION’S ECONOMY... 


In May, 1962 Hindalco started production of aluminium with a imeltei capacity of 20.000 tonnes a year. The capacity was raised to 
40.000 tonnes Hi November. 1966. 60.000 tonnes in August. 1967 and to 80.000 tonnes in May. 1969. Plans are in hand to expand the 

plant further to 120.000 tonnes by end-1973. 
Between May, 1962 and December, 1970 Hindalco, now India's largest producer of aluminium, has produced 372,903 tonnes of 

aluminium, which has saved for the nation nearly Rs. 180 crores of orectous foreign exchange. 

As a substitute for imported copper in the electrical industries. 

the above output represents a much larger foreign 
exchange saving, since one tonne of aluminium is replacing 
two tonnes of copper and as imported copper is several 
times costlier than indigenous aluminium 
As a vital raw materia! for Electrical Conductors 
* b Cables, Telecommunications, Electric 
Capacitors, Condensers and Motors. 
Transportation (by road. rail, air and 




water). Containers & Packaging (m bath 
rigid b flexible forms). Building b 
Construction, Furniture, Paints^f urface 
Coatings. Explosives and Rocket Fuels, 
Industrial Castings, Steel Deoxidizing. 
Coinage, Missiles, Rockets, Satellites, Sophis¬ 
ticated Consume! Durables (like air-conditioners, 
refrigerators, electric fans). Business Machines 
(computors, typewriters, etc), Irrigation Piping, Grain 
Bins. Orainage Culverts. Water Mains and countless other applications, HINQALCO aluminium is helping to build a new India. .With Its 
almost limitless variety uf forms and shapes and its versatile properties, HINDALCO aluminium is sure to play a crucial role in matting 

industrial India's challenge today and tomorrow.. 

m HINDUSTAN ALUMINIUM CORPORATION LTD. 
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THE PM IS RIGHT 

THE EDITOR 


The Prime Minister is indeed right; or, rather, Mrs Indira Gandhi is right part 
of the way. You can*t shake hands with a clenched fist. But, then, a 
county ought not to go to war on a lie either. On the earlier occasions 
of military clashes between Pakistan and India the aggressor ot aggressors were 
openly and definitely the then governments of the former country. Today the 
situation is radically different. If war breaks out now between India and Pakistan, 
it would not be true to say that the belligerency has been unilateral. Both the 
Indira administration in New Delhi and the Yahya regime in Pindi will have to 
be considered equally accountable. 

This is not to argue that our government would not be justified in meeting 
force with force or even taking certain initiatives, including military initiatives, for 
the security of our country, its territory and its frontiers. But it would certainly 
be untenable to argue that, were the current developments to lead to another 
Indo-Pakistan war, this denouement would have been entirely ofPindi’s seeking. 

In moments of grave crises in a nation’s affairs its leaders must have the 
courage to be honest about themselves and to be honest with the people. To 
start with, Mrs Gandhi must slop declaring for national and international con¬ 
sumption that the Bangla Desh movement is not an Indo-Pakistan issue. Even 
if this was a fact at any earlier point of time, it has ceased to be a fact 
now. This much has been established even on the Prime Minister's own public 
admissions. At last week’s press conference, for instance, when she was asked 
what could be done to ease the tense situation that had developed between Pakistan 
and India, Mrs Gandhi replied that there would have to be a political settlement 
between the regime in West Pakistan and the duly elected representatives of the 
people of Bangla Dcsh. After this, whatever the nature of this problem in its origin 
might have been, the government of India has no business to go on pretending that 
the Bangla Desh movement has not now become an Indo-Pakistan political 
issue which is fast developing into an Indo-Pakistan military confrontation and, 
consequently, an international issue involving the Charter of the United Nations 
and threatening peace in a part of the world which may not even be limited to 
the Indian sub-continent. 
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It is perhaps extremely difficult for politicians to be honest about anything 
but some of us who are not directly in politics, and yet are not any less intensely 
involved in the national destiny, can and therefore should not hesitate to speak the 
truth when truth must be spoken as it nearly always must. For this reason, I 
would repeat my earlier statement that if Pakistan and India were to go to war now, 
it would not be a simple question of the latter being the sole, identifiable aggres¬ 
sor except to the extent that the influx of refugees from East Bengal into West 
Bengal, provoked and sustained by the massive terrorism resorted to by the armed 
forces of Pindi, was in itself an act of aggression against our country. 

At this stage in the grave course of events it is not necessary for any of us 
in this country to pretend that our government as well as our national interests 
have not become involved in the Bangla Desh movement to a degree which would 
explain, as much as any other factor or combination of factors could, the why 
and wherefore of an Indo-Pakistan war if one were to occur now. This involve¬ 
ment is only partly because of the geographical proximity of East Bengal to West 
Bengal or Pakistan to India. It is due primarily to the politics of the Partition 
which created Pakistan. Again, while the refugee influx has placed an intolerable 
burden, economically as well as otherwise, on our country, the solution of this 
problem will not be the primary issue if a war does break out. If a war could 
have been useful in this manner, the government of India could and should have 
risked it by matching our troops into East Bengal in time to sec that the flood of 
refugees did not break through our borders*but was contained on the soil of 
East Bengal itself. The truth—the whole of it— is that neither.India as a 
country nor the government of India, whether leading it or acting for 
it, has been neutral™ or, perhaps, could have been—in the matter of 
the Bangla Desh movement. Let there be no double talk about this. 
On the contrary let us be proud of our ‘commitment*—if this is the word I 
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want — so that if the fatfful hour 
strikes, cur country wilt have the clear 
vision, the clean knowledge and the 
moral courage to pay the price which 
has to be para for victory in any cause. 
Let us not overplay, then, the role of an 

IFC Comes 

Although it has taken the Industrial 
Finance Corporation of India (IFC) 
no less than 23 years to declare a divi¬ 
dend of five per cent on its paid-up 
capital —this incidentally, is the maxi¬ 
mum rate provided under the IFC Act— 
the corporation, has over this period* 
provided considerable financial assis¬ 
tance in the expansion of industry in 
various parts of this country. The 
objective of assisting industrialisation 
through jud»ciou$ disbursal of funds at 
economic rates of interest has been 
achieved by and large. The special care 
taken in the selection of loanees has 
paid the corporation rich dividends. 

An analysis of the assistance provided 
by the corporation during the past 23 
years shows that it has made good in 
many directions. The total number 
of industrial projects which were 
assisted by it numbered 527 and the 
total amount sanctioned by way of 
assistance was Rs 365,67 crores out of 
which rupee loans constituted Rs 
23$.67 crores. The [FC offered assis¬ 
tance to both the new projects and the 
existing ones for expansion, moderni¬ 
sation or diversification. What is 
significant is that the projects which 
received assistance from the IFC were 
able to mobilise financial resources of 
about Rs 1,612 crores. In other words, 
the financial assistance provided by 
the IFC acted as a catalytic agent for 
attracting funds from other sectors of 
the economy. The approval of a pro¬ 
ject by this institution stamped it as 
financially sound and viable. It is not 
that each and every project financed by 
the IFC turned out to be profitable: 
some of them did lose money in the 
initial stages but because of the extreme 
care taken by this corporation in select¬ 
ing the entrepreneurs and the locations 
of the units, the probability of most of 
the ventures turning out profitable was 
high. That is why the working results 
of the corporation have continued to 
show improved results. For example, 
in the year ended June 30, 1971, the 
IFC made a gross profit of Rs 4.47 
crores. After providing Rs 2.37 crores 
for taxation the net profit at Rs 2.10 
crores provided sufficient margin to 
declare the highest-ever dividend. 

An interesting feature of the operat¬ 
ions of the IFC has been its bias for 
projects located in industrially less deve¬ 
loped zones in our country. The dis- 


jaggrjevedparty, the self-righteous and 
IpiSmaps ifltptying government with 
an outstretched hand as against the 
clenched fist on the other side of the 
border. Let us also raise our fist in 
resolute opposition. 

ef Age 

cussion about industrialising some of 
our backward areas has gained promi¬ 
nence only in recent years but the IFC 
has been consistently pursuing a policy 
of advancing funds for industrial pro¬ 
jects in less-privileged areas provided 
they were financially viable. According 
to Mr C. D. Khanna, Chairman of the 
IFC, no less than 149 industrial units 
which were located in such states as 
Andhra Pradesh, Assam, Bihar, Mad¬ 
hya Pradesh, Meghalaya, Orissa, 
Rajasthan, Uttar Pradesh, Andaman 
and Nicobar Islands and Goa—all 
labelled as less developed only recently 
—received patronage from the corpo¬ 
ration. In this way the IFC made its 
contribution to the national objective 
of balanced regional development. It 
may be stated here that the central 
government not long ago named 204 
districts in 19 states and eight union 
territories as backward, all of which 
are supposed to receive preferential 
financial support from public sector 
institutions. The IFC has already 
provided assistace to projects located in 
61 of these districts and three union 
terntores. This does speak highly 
of the long-term view taken by the 
IFC though its main strength lay in a 
very thorough scrutiny of the project 
proposals and their estimated profita¬ 
bility. 

The IFC has also done considerable 
useful work in encouraging industrial 
co-operatives. The co-operative move¬ 
ment in this country had no doubt 
spread in rural areas and in some trad¬ 
ing centres but financing of industrial 
co-operatives was a bold step and the 
IFC took a lead in this respect. It has 
so far helped in the establishment of 
98 industrial co-operatives in this 
country, the total finance made avail¬ 
able to them being Rs 77.31 crores. 
Nearly one-third of the rupee loan 
assistance provided by this corporation 
went to industrial co-operative. This 
shows the high priority which the IFC 
gave to the establishment of industrial 
co-operatives. Sugar co-operatives in 
particular derived substantial assis¬ 
tance from the IFC. 

The primary objective in the estab¬ 
lishment of the IFC was to assist the 
private sector institutions and co-ope¬ 
ratives with the broader objective of 
hastening the pace of industrialisation 
in our country. Last year the central 
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SEpvernment urged the corporation to 
change its poUcy and start assisting the 
undertakings in the public sector also. 
Consequently, the IFC made a begin* 
ning in this regard by extending assis¬ 
tance of the order of Its 1.80 crores 
to two public sector undertakings. 
There is, however, a lacuna ih the 
IFC Act which does not permit it to 
advance funds to those public sector 
undertakings which have been labelled 
as private limited companies under the 
Companies Act. This delect will have 
to be removed from the statute of the 
corporation if it is to extend the scope 
of its operations so as to cover all 
public undertakings. 

The conversion of loans into equity 
following the guidelines issued by the 
government of India, has already eotpe 
into operation. The IFC has taken this 
step in respect of 21 concerns though 
after negotiations with the promoters. 
However, in the case of existing com¬ 
panies with reserves created out of past 
profits, consideration is being given to 
various factors such as the market value 
of the share, its break-up value, divi¬ 
dend record etc. in fixing the issue price 
of the share. This is no doubt a reas¬ 
onable approach though the basic 
concept of conversion of loans into 
equity is a dubious one. 

The relative easiness in the money 
market has emboldened the IFC to 
raise as much as eight crores of rupees 
from the market through the cash-cum- 
conversion bond issue. For the past 
two years, the corporation has met its 
demands for funds through such ope¬ 
rations and has not sought assistance 
from the government. Like its sister 
financial institutions, the IFC has 
assumed a respectable position in the 
money market and hence it may not 
have much difficulty in future in raising 
funds through the sale of bonds provid¬ 
ed the money market does not turn 
stringent. 

The IFC is one of the five leading 
financial institutions set by the 
government in order to render financial 
assistance to industrial units. It is 
sometimes argued that it would be in 
national interest to merge all these 
financial institutions into one so as to 
avoid multiplicity of scrutiny and un¬ 
necessary wastage of effort by entre¬ 
preneurs who are obliged to knock at 
different doors. This is however an 
erroneous approach because of three 
reasons. First, a monolithic financial 
institution might not be in a position 
to face the challenge of rendering assis¬ 
tance to a very large number of indus¬ 
trial ventures in the country. Second, 
the multiplicity of scrutiny is a necessary 
safeguard in discouraging some of the 
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badly planned ventures in industry. 
Lastly there are bound to be differences 
in approach by personnel of different 
institutions in the assessment of pro¬ 
jects and hence a proposal rejected by 

Alarm Signals 

Tj$E recent strike by junior engineers 
of the Neyveli Lignite Corporation, 
even though short-lived* has brought in¬ 
to focus some important problems which 
have far-reaching consequences from 
the point of view of the regional econo¬ 
my. Indeed, if the generation of power 
in the mammoth thermal station at 
Neyveli had been suspended for a long 
period, serious operational problems 
would have arisen and the use of hydel 
reserves at the disposal of the Tamil 
Nadu Electricity Board, which for¬ 
tunately are now ampler than at this 
time last year, would have reduced 
availability in the summer months and 
a difficult situation also might arise if 
the north-east monsoon was a failure. 

Actually, even a short-lived strike by 
the employees of the Neyveli complex 
could have a crippling effect if it came 
about in the summer months. This is 
because the Neyveli thermal station has 
generating capacity of 600 MW and in 
the latter half of every year, when hydel 
power is generated in larger volume 
from the board's sources, the daily 
supply is of the order of 3! million 
units and in the first half of every year, 
when irrigation discharges are not avail- 


one might succeed in set king assistance 
frem another. This technique has 
worked well during the last more than 
20 years and provides a degree of flexi¬ 
bility which is both sound and healthy. 

From Neyveli 

been functioning properly. The chair¬ 
man of this corporation, Mr Gopat 
Kumaramangalam, only recently indi¬ 
cated that a staggering loss of aboui 
Rs 10i crores had been incurred in 
1970-71 and there could be an improve¬ 
ment in operating efficiency in 1971-72 
only if there were no interruptions to 
work and raisings of lignite could be 
increased to the targeted level of six 
million tonnes annually. There can of 
course be an improvement in the effi¬ 
ciency of working of the fertiliser plant 
which for several years has not been 
able to function even at 80 per cent of 
rated capacity because of technical 
difficulties and the inordinate delays in 
carrying out vital modifications to the 
plant on the basis of the recommenda¬ 
tions of experts. 

It is imperative u> understand correct¬ 
ly the problems of this vital complex 
which plays an important role not only 
in Tamil Nadu's economy but also in 
the economy of the southern region. 
There is no reason why with an invest¬ 
ment of Rs 10 crores additionally for 
acquiring badly needed mining machin¬ 
ery, for improving the conveyor system 


for moving lignite and for effecting 
modifications to the fertiliser unit, the 
losses can not only be eliminated but 
also the viability improved to such an 
extent that adequate internal resources 
can be generated for financing future 
expansion. As Mr Gopal Kuinaraman- 
gaUim has rightly observed, there could 
be talk of further expansion only if the 
existing investment proved worth¬ 
while and yet the opening of a second 
mine-cut for enabling the construction 
of another super thermal station can¬ 
not brook delay. 

There is no proper understanding 
of the new power situation that is 
developing in the southern region, f rom 
the manner in which consumption of 
energy is increasing in Tamil Nadu 
there is reason to believe that similar 
trends of consumption may emerge in 
the neighbouring states of Andhra 
Pradesh, Kerala and Mysore. Unlike 
in earlier years the accent is now on the 
creation of distribution and transmis¬ 
sion facilities for supplying power to 
villages and towns and for energising 
pumpsets. In Tamil Nadu, 50,000 pump- 
sets are being energised annually and at 
the present moment 40 per cent of all 
electrically driven pumpsets in the 
whole country arc functioning in this 
state. There is also a programme for 
electrifying all villages and towns in 
this state by the end of next year. 

With a generating capacity of over 
2000 MW, the Tamil N*adu Electricity 


able for power generation and the stor¬ 
age in the hydel reservoirs would have 
been used up to a great extent, daily 
supply from Neyveli will be as high as 
seven million units. The actual quantity 
of power fed into the state grid can be 
easily 2,000 million units in a year if not 
more, if only raisings of lignite can be 
stepped up and the existing capacity of 
all nine generating sets at this centre 
can be used in the optimum manner. In 


JHconomLlt 2.5> 


OCTOBER 25, 1946 


short, thermal power from Neyveli is 
accounting for over 30 per cent of the 
requirements of Tamil Nadu while daily 
generation may well have to be of the 
order of 20 million units in the not dis¬ 
tant future. 


We have received for review a booklet on American readers. The author suggests the 
India's population - Fact and Policy, by Or establishment of a Population Department by 
S. Chandrasekhar, published by the John Day the Government of India composed of a Bureau 


It may be argued that upsets in cal- Book Company, New York. This is largely of Marriage and Eugenics, a Bureau of Growth 

culations due to labour trouble have by a summary of the facts relating to the Indian and Nutrition, a Bureau of Special Clinics. The 

DOW become a normal though distress- population problem, for the benefit of western solution is ambitious but it looks too simple 

ing fixture of our economy and that rea der$. Except for one misstatement at p. to do any good and the author has not in any 

what is happening m Neyveli can be 1 , , „ * , J 

repeated elsewhere and the solution has 82 wherc thc aulhor s ,vcs a « raded 1,st of lhc case sUltcd an y lhm « c,ther about thc P^'ca- 

to be found for normalising labour- portfolioes held by Indian Executive Council bility of setting up at the centre an organisation 

management relations, better planning f or which there is no particular authority, the on the vast scale which he contemplates or 

h* mUSt ^ book * ivcs an °hiccdvc and narrative account about the difficulty in mobilising trained per- 

serious'dteteriorationfin^t^eafTairsof"the of facts which are (or 0U8ht bc)l quilc wel1 ' s0nnel and thc finance neccssary for 80 rouch 

Neyveli Corporation and the complex known in India, but will be news to most nation building work, 

owned by it, accounting for an invest¬ 
ment -ofovtrrRs fBff c m re s , has not .. ....-.—---—. - ----- 
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Board is unable to meet the needs of 
all classes of consumers even with the 
availability of large blocks of power 
from Neyveli and is obliged to e'Teel 
purchases from Mysore and Kerala of 
nearly 800 million units annually* It 
is unlikely that the board will be add¬ 
ing substantially to its capacity once 
the existing schemes have been complet¬ 
ed while the Kalpakkam nuclear power 
station mav not be commissioned lx- 
fore 1976. Neyveli is of course at a dead 
end and Ihere cun be hope of additional 
power onlv with intensive use of its 
capacity. The load factor now assumed 
is rather low at less than 65 per cent 
and another 400-*00 million units 
can be generated from this source if 
only there is faster exposure of 
the lignite bed with a quicker removal 
of the overburden. Since the economics 
of power generation based on lignite 
has worked out cheaper than that of 
power generated at the Ennore thermal 
station, based on “imported'* coal, 
it is difficult to imagine why the requir¬ 
ed additional expenditure for improving 
the working of the mines is not being 
incurred. With a better working of Ney- 
veli and expansion of capacity of the 
Ennore thermal station, the immediate 
difTcullies mav be got over to some 
extent. 

The outlook for the fifth Plan how¬ 
ever, is not encouraging. It will be in¬ 
correct for Turn*! Nadu to reckon on 
the continued availability of power 
from Kerala and Mysor e For, in Kerala 
the construction of the Iddiki Project 
has been inordinately delayed while 
there wdl be practically no new project 
coming up in Mysore. Only the remain¬ 
ing sets under the Sharavati Project will 
be commissioned while transmission 
and distribution facilities are being 
created at a fast rate. Several new indus¬ 
tries are now coming up and Mysore 
may find itself obliged to buy power from 
outside sources. In Kerala too some new 
industries are being started and there 
may be only a marginal surplus for a 
lime after fdikkfs first stage has been 
completed. Andhra Pradesh will conti¬ 
nue to experience power shortage not¬ 
withstanding the fact that the state's 
performance on the power front in the 
current Plan period will be quite im¬ 
pressive. 

In this situation every state has to 
proceed on the basis of generating its 
requirements of power though there w ; ll 
have to be integrated development from 
the regional angle. Four major projects 
have to be accorded the highest priority. 
These are the second mine-cut at Ney¬ 
veli, the Kali Nadhi Project in Mysore, 
the Srisailam Project in Andhra Pradesh 
and a new big thermal station in Kerala. 
If possible, the Ramagundam thermal 
station in Andhra Pradesh should be 
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developed ambitiously* The new ther¬ 
mal stations at Ramagundam and 
Cochin can be brought into being in 
two or three years though the second 
mine-cut at Neyveli may take at least 
live years to fructify. 

As regards Kalinadhi even with expe¬ 
ditious construction, the whole work 
can be completed only in a decade and 
power from tjhis source may not be 
available earlier than five or six years. 
Srisailam can of course be made to 
yield power in a shorter period because 
it has got much smaller capacity. 
There should, however, be no bottle- 
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neck in regard to the availability of 
resources and the centre must give the 
necessary assistance. Unless the state 
electricity boards in the region wake 
up to the realities of the situation, eli¬ 
minate heavy subsidies involved in the 
use of power for agricultural purposes 
and conduct their operations on a pool¬ 
ed basis, a power famine may arise after 
three or four years and it will be diffi¬ 
cult to avoid periodical cuts in supply. 
The time is now for purposive planning 
and the accordance of priority for pro¬ 
jects which are capable of quicker com¬ 
pletion and which also will be more 
remunerative. 
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AN INDIAN MODEL OF MULTILATERAL CO-OPERATION 

Nutrition and Private Sector 
Involvement 

RONALD PARLATO 


Malnutrition in India is so directly 
linked to economic development, that 
the government’s two dominant priori¬ 
ties have been increasing wealth and 
increasing food production (and, of 
course, reducing population). How¬ 
ever, the country’s existing economic 
and food resources can be utilised more 
effectively to make significant and im¬ 
mediate improvements in dietary pat¬ 
terns in advance of the general socio¬ 
economic progress being planned for. 
This effective utilisation is dependent 
upon a close co-ordination and inter¬ 
relationship among government, pri¬ 
vate sector enterprise, public sector un¬ 
dertakings, and international agencies. 
This article discusses the role of each 
sector and its link w : th every other and 
will indicate specific liaisons which will 
maximimse resource utilisations. It 
will underline the importance of mar¬ 
keting techniques—product research 
and development, market research and 
consumer profile analysis, mass comm¬ 
unication and promotional techniques 
and media-related evaluation—and 
suggests that these basic business 
techniques can and should be applied 
more widely to social research and 
social action programmes. Finally it 
emphasises that in the field of nutrition, 
the relationship between business 
and government can be truly symbio¬ 
tic: government can benefit as much 
from business os business can benefit 
from government. 

Limited in Scope 

The participation of the private sec¬ 
tor in food development is at present 
limited in scope. Thus, the use of 
processed foods and food additives to 
improve nutritional status has yet to 
have much of an impact. It is relatively 
recently that urban populations have 
been able to apportion disposable 
income to packaged food items, and 
only the higher socio-economic sectors 
can purchase these regularly. However, 
food companies can realise a substantial 
profit from this highly concentrated, 
identifiable consumer group. 
Higher income urban groups are flexi¬ 
ble both financially and psychologi¬ 
cally.. they have the money and are 
anxious to modernise. The advertis¬ 
ing industry and business have capita¬ 


lised on this receptivity. Business has 
begun to market such products as 
weaning and babyfoods, and related 
items like glucose and vitamins. The 
high income group K large enough that 
demand for these products generally 
exceeds supply, creating hoarding and 
blackmarketing, and business happ’ily 
operates in a sellers’ market. 

These foods arc not purchased by 
even middle-class families, whose bud¬ 
get simply cannot provide for the ex¬ 
pensively packaged, high-priced pro¬ 
ducts. In some cases, business, through 
advertising, has tried to redistribute 
middle-income expenditures from non¬ 
food to food items (through persuasive 
campaigns), but they arc not hard pres¬ 
sed to expand. They arc presently mak¬ 
ing a good profit from their existing ex¬ 
clusive market; competition from other 
companies is limited; costs arc remain¬ 
ing relatively stable; and taxes are high 
enough to act as strong dis-incentives to 
expansioin. 

Major Problem 

The major problem for India’s de¬ 
velopment, however, is reaching the 
nutritionally vulnerable segments of the 
population, not the affluent. The 
following sections discuss the role of 
private business us-a-vis the nutritional 
needs of the urban poor, the urban 
middle class, and the rural areas, and 
suggest that it is in the villages that a 
concerted nutritional effort should and 
can be initiated. 

These people live in most wretched 
conditions. They arc the hutment and 
pavement dwellers for whom the cosmo¬ 
politan cities offer little. They are be¬ 
yond the scope of most city services, 
and have little to spend on even the 
most basic food items. However, simp¬ 
ly living in a city brings change. Ideas 
and information quickly penetrate the 
city slum, and even the most recently- 
arrived villager becomes, to a small 
degree, urbanised. 

A study done by the Protein Foods 
Association of India showed that a sur¬ 
prising percentage of urban poor were 
eating bread and much of it Modem 
Bread, a protein enriched packaged pro¬ 
duct. It was evident from the study 
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that the long working hours pf both 
men and women and the non-exteuded 
family structure characteristic of most 
urhan slums made it increasingly 
difficult to prepare traditional Indian 
staples like chappatis (wheat pan¬ 
cakes), thus making pre-cooked bread 
an attractive item. Neither Modem 
Bread, a public sector undertaking, nor 
other commercial bread companies 
aimed their advertising campaigns to 
this low soc'o-eomomic segment; nor 
did they, in their marketing strategy, 
attempt to reach those outlets near 
slums. The forces of expediency, the 
desire for upward mobility (bread is 
considered a high-class food), the pre¬ 
sence of a concentrated market sys¬ 
tems, and contact with new ideas in an 
open, ’‘cosmopolitan” environment, 
all made this change possible. There 
is of course the valid argument that 
money spent for bread could well have 
been spent for more nutritions desi 
products. 

The Urban Middle Class 

The point to be made here is that a 
socio-economic group thought to be 
beyond reach of most urban consumer 
products is not, and will in a limited 
and gradual way benefit from urban 
marketing. As in western countries 
where both middle-class and poor buy 
the same staples in the supermarket, 
and that type and quality of food pro¬ 
ducts has been produced by middle- 
class demands, so will the same pheno¬ 
mena be observed in Indian cities, 
relative to the government’s application 
of the classic mercantile model. 

The urban middle class, the world’s 
most ignored, if not neglected class, 
improves gradually, their mobility 
contingent upon broad national econo¬ 
mic development. They arc the lower 
echelon government servants and busi¬ 
ness workers, with steady and modest 
incomes and slightly deficient but rea¬ 
sonable diets. They are neither the 
targets of social action programmes on 
health and nutrition, nor are they able 
to purchase upper class consumer foods. 
Nevertheless the lot of the urban mid¬ 
dle class gradually improves as their 
affluence increases, and as consumer 
products reach farther down the socio¬ 
economic scale. 

Therefore, one can expect that urban 
marketing of packaged food products 
will continue as at present. Products 
will be high-priced, out, due to various 
factors, will reach less and less affluent 
people. Nutritionally the products will 
remain of good Quality, but will not 
necessarily meet the nutritional priori¬ 
ties of the lower classes. In short, al¬ 
though everybody gains from increased 
awareness about nutrition (spread by 
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promotional campaigns), nutritionally 
there is not much benefit. The rich wilt 
eat well no matter what the circum¬ 
stances: the middle-class, unable to 
purchase high cost foods in quantity, 
but seduced by the campaigns enough 
to syphon off expenditure from more 
traditional but higher quality foods, 
improves only marginally: and the 
lower classes who arc barely on the 
fringe of the urban market are destined 
to remain nutritionally deprived unless 
massive government assistance is effec¬ 
ted. 

TheRural Market 

It is in the rural areas that exists the 
greatest, potential for business to help 
achieve government nutrition priorities, 
both in dissemination of information 
and distribution of nutritious products. 
At present, it remains largely potential, 
for very little marketing of any kind 
occurs in village India (to be dis¬ 
cussed in detail later). Nevertheless 
with increasing affluence, the villager is 
demanding more and more “prestige” 
urban-manufactured items such as trans- 
sistor radios, bicycles, flashlights, and 
ready-made garments. This demand 
could easily extend to foods, as it has 
in cities. 

Furthermore, the villager is nutrition¬ 
ally deficient, a condition related not 
entirely to poverty. A recent study made 
by CARE-India in selected areas of 
Uttar Pradesh and Andhra Pradesh, has 
corroborated prevailing theories that 
increased income leads generally to 'in- 
proved nutrition, but that erroneous 
traditional beliefs and misled upper- 
class emulation, slow and impede the 
process to a great degree. No one 
denies that much of the malnutrition in 
India could be overcome by the 
improvement of economic conditions. 
India’s nutrition problem is, of course, 
money, and vast segments of the popu¬ 
lation J*re presently beyond reach be¬ 
cause of their subsistence level. 

But equally important is the rural 
middle-class, whose nutritional status 
remains unimproved because of lack of 
knowledge. They have the where-withal 
to change, but are ignorant of how 
to do so. They can be reached in two 
ways: by institutional mass communi¬ 
cations campaigns, such as the one 
presently being executed by CARE- 
India; and by food marketing and its 
advertising. The former is an experi¬ 
mental campaign designed primarily 
to present government with findings on 
the best ways to disseminate nutrition 
information to rural areas through the 
media of radio, television, newspapers, 
folk media, and the experimental media 
of tabloid, comic books, and curricu¬ 
lum. The latter is the classical market 
model of product promotion and sales. 
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Both can be effective, and both are 
necessary. The institutional campaign 
tells people how to improve their diet 
when they hay$ additional income. JW 
problem is too vast to n&gldct either al¬ 
ternative. 

It is my contention that the “Selfish” 
or amoral profit motive of private 
business that could lead to the market¬ 
ing of nutritionally useless or marginally 
useful products, can be controlled by 
government and that commercial enter¬ 
prise can serve to achieve social objec¬ 
tives, provided there is the proper ba¬ 
lance of restraints and rewards. 

Encouragement of Private Enterprise 

There are a number of reasons which 
indicate that the encouragement of pri¬ 
vate enterprise in rural areas can contri¬ 
bute directly to the achievement of 
government priorities. The following 
reasons apply particularly to overall 
socio-economic development: 

Stimulation of economic development . 
On a macro-economic scale, any deve¬ 
lopment of the private sector means 
more jobs, more income, and thus more 
money to spend. Urban and rural 
India are economically separated in 
the cycle of production and consump¬ 
tion, and any integration of the two 
will produce direct economic improve¬ 
ments. 

Mobilisation of rural savings. Al¬ 
though the government of India’s small 
savings campaigns and the Life In¬ 
surance Corporation of India’s rural 
campaign have begun to tap some rural 
savings, much of the rural economy is 
un-monetised, and savings are in the 
form of jewellery or silver. Commer¬ 
cial marketing will liquidate some of 
these unproductive assets and increase 
market-place wealth. This of course, 
is related directly to national 
development. 

Facilitation of social communications. 
Given the paucity of socially controlled 
media in India, government’s budget 
limitations on the purchasing of com¬ 
mercial advertising space, and govern¬ 
ment’s lack of utilisation of private 
sector field operations and research 
techniques, social messages in rural 
areas are relatively few and scattered 
(with the exception of family planning 
for which crores of rupees and millions 
of dollars in international assistance 
were allocated on a top priority basis). 
Commercial firms could be used to 
convey these messages >n the advertis¬ 
ing for their products. The combina¬ 
tions with family planning and con¬ 
sumer products, for example, are many, 
given the direct relationship between 
fewer children and more disposable 
income. Furthermore distribution of 
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E vetnitient literature can easily be 
ne through the rural extension ser¬ 
vice of many commercial firms, provid¬ 
ing the, social message <and advertising 
messages do not conflict (few businesses 
would distribute government small 
savings campaign leaflets during an 
intensive commercial campaign!). Also 
if business is encouraged to develop 
communication media in rural areas, 
then government can take advantage 
of these same channels in disseminating 
social messages of its own. 

Increased distribution of socially ac¬ 
ceptable products . The government 
can market its products., such as Ni- 
rodh (condoms) through commercial 
channels even more than it is doing 
now. Furthermore, it can rely on private 
business to develop new and more effec¬ 
tive channels of distribution and ad¬ 
vertising, and then use these channels. 
An allied advantage of this association 
with commercial enterprise, is that the 
lower-priced more austerely packaged 
government (actually public sector un¬ 
dertaking) products gain in attractive¬ 
ness by being marketed in association 
with commercial products. At present, 
in many cases such as drugs, there is a 
certain social stigma and low credibility 
attached to the purchase of government 
products, although they may be of 
lower cost and equal quality. 


Improved market research and sales 
promotion techniques . A thorough un¬ 
derstanding of the village consumer, in 
terms of his income elasticity, psycho- 
sociological tendency to consume, 
traditional beliefs and habits, present 
media consumption, etc, will be invalu¬ 
able not only to the commercial pro¬ 
ducer, but to government in its desire 
to reach the villagers with various so¬ 
cial messages. Market research, app¬ 
lied in the most professional way, offers, 
a balanced operational methodology 
of systems analysis, behavioural psy¬ 
chology, economics, and sociology, 
(t can be applied ju%as easily to the 
“selling” of a social message as a com¬ 
mercial one. 

Private business can help in achiev¬ 
ing government nutrition priorities in 
the following ways: Commercial firms 
can begin to market highly nutritious 
foods at reasonable cost in the rural 
areas. To achieve this, certain govern¬ 
ment incentives and international assis¬ 
tance subsidies will have to be given; 
these will be discussed later on. 

In advertising for any food or food- 
related product, critical nutrition mes¬ 
sages can be conveyed. At present 
a public sector enterprise. Modern 
Bakeries, is marketing a high-protein 
bread, and the most recent urban ad- 
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vertising campaign emphasises mater¬ 
nal and child nutrition, with the actual 
product playing a lesser role. The nut¬ 
rition message is clearly over and above 
the minimum needed for linking the 
product and better nutrition. With 
proper incentives, private sector food 
companies could be encouraged to do 
the same. 

The Protein Foods Association of 
India is an organisation of Indian 
businessmen of the food industry, 
and is designed to promote the ac¬ 
ceptance of the concept of protein. 
At present they are working on 
two major projects: th^ first is a 
mass communication campaign to in¬ 
crease public awareness of proteins, 
the second is a protein food fortification 
project. Both projects arc ultimately 
aimed at increasing protein food sales. 
By developing a protein credibility 
(such as vitamins presently enjoy), by 
developing a credibility for their orga¬ 
nisation (somewhat like the Good 
Housekeeping Organization in the 
USA), they will be able to endorse 
commercial products and thus increase 
their sales. However, in the process 
the public gets the general reminder that 
good nutrition is important to health; 
and they get the specific message that 
proteins are critical in the nutrition 
cycle. Thus both commercial and so¬ 
cial purposes are served. More such 
examples of ‘‘enlightened self-interest” 
would help the national interest, parti¬ 
cularly in the rural areas where messages 
on nutrition are vitually non-existent. 

Thorough Research 

In the case of the Protein Foods 
Association of India’s Mass Communi¬ 
cation Project, and in the CARE-India 
Rural Mass Communication Project 
major Indian advertising agencies were 
used to execute the research and the 
creative campaign. The present CARE 
project has used a major Delhi-based 
agency to thoroughly research selected 
village nutrition systems. In this re¬ 
search, the agency studied all the fac¬ 
tors which related to nutrition: psycho- 
sociological variables, economic and 
market factors, traditional habits and 
taboos, food consumption patterns, ex¬ 
tended family sociology and the etiology 
of nutrition deficiencies. This systems 
analysis methodology was then linked 
to media studies and marketing strategy 
techniques to develop a campaign to 
increase village awareness of proper 
nutrition. Although the CARE pro¬ 
ject is intended to provide government 
with useful research tools and sugges¬ 
tions on creative and media strategy for 
use in their own nutrition programmes, 
it had the secondary effect of intro¬ 
ducing the advertising industry to 
rural marketing of nutrition. Already 
CARE has had requests from a number 
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of private commercial firms interested 
in reading the results of the project. 

The critical link in the PFA commu¬ 
nications project was a Bombay ad¬ 
vertising firm. This agency, already 
affiliated with one of the few rural ad¬ 
vertising campaigns in India, is now 
much more capable of handling food 
"accounts. 

Therefore, the Indian private adver¬ 
tising industry, now learning how 
to communicate nutrition to the urban 
and rural populace, can be expected 
to improve their techniques. Since 
for most people in India, food is a vital 
necessity rather than a luxury, advertis¬ 
ing will play more on the nutritional as¬ 
pects than cm non-priority desires 
(Brand X is tasty; Brand Y is socially 
acceptable). 

Private Sector Agency 

Furthermore, with this experience, 
Indian advertisers Can be called upon 
to execute government-sponsored nutri¬ 
tion mass communications campaigns 
and informational direct support efforts 
(the existing government school feed¬ 
ing programme could be much 
improved with increased community 
support promoted by persuasive in¬ 
formational campaigns). Although the 
government has its own advertising 
agency (public sector), it still gives out 
much work to private agencies. A 
private agency handles tourism and 
condoms. 

Although this article has focussed 
primarily on private industry’s food 
production and distribution role, the 
role of commercial enterprise in ancil¬ 
lary nutrition services should be men¬ 
tioned. One such service is the produc¬ 
tion and publication of both adult and 
child nutrition literature. Comic books, 
for example, are an increasingly popu¬ 
lar item for urban children in India. 
Their stories range from folk mytholo¬ 
gy to the typical western Superman. 
There is no reason why priority items 
such as nutrition and population dyna¬ 
mics cannot be interwoven into existing 
plots (the classic example is the USA’s 
comic book character Popeyc whose 
greatest source of strength was spinach). 
These comics can continue to be mar¬ 
keted commercially in urban areas and 
smaller towns, and as rural markets in¬ 
crease, they eventually will reach down. 

Of more immediate benefit to the 
rural population is thedistribution of 
nutrition or nutrition-theme comics to 
school children. Not only do they in¬ 
crease nutrition awareness in children, 
who very shortly will be making food 
decisions, but they do get the message 
to the adults. Recent studies by the 
Indian Institute of Public Opinion, and 
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the Marketing & Economic Research 
Bureau he ye shown that comic books 
distributed to children reach their 
parents, and that the basic message, if 
not subordinate messages, are relayed 
(these studies were done in connection 
with a special nutrition comic book). 
Private publishers who can prove their 
competence to government in handling 
this delicate subject, who can present 
reasonable costs, and who can give 
assurances of doing additional research 
to reduce costs, can be expected to re¬ 
ceive government contracts. 

Double Message 

Related to this, private food oom- 
panies could advertise in these comics 
provided their product was a nutrition 
priority item, and provided their mes¬ 
sage gave direct nutrition information. 
In this way a double nutrition message 
would go to children and thtir parents; 
the government would be able to get 
advertising revenue and the acceptance 
of nutritious food products would be 
accelerated. 

The previous sections of this article 
have discussed present private food 
companies' activities, the potential in 
the rural areas for nutrition program¬ 
mes, and the contributions that private 
business can make to government. 
Given below are the difficulties faced 
by commercial firms attempting to 
market in rural areas. 

Credit. Most of the marketing done 
today in the rural areas is done on 
credit, and only the largest companies 
can afford to tie up much capital this 
way. Furthermore, if such marketing 
is to be done over large areas, the simple 
control needed to insure minimum com¬ 
plications is great. Nationalisation of 
banks has improved the situation, by 
extending credit to small village busi¬ 
nessmen, taking the burden off the 
manufacturer, but the credit system is 
still a disincentive to private investment. 

Distribution. Due to the lack of 
physical infrastructure, such as roads 
leading to rural areas, distribution is a 
problem. Even those areas which are 
approachable durqjg most of the year, 
are often cut off during monsoon. As 
a result supply is irregular, causing an 
interruption in the momentum of vil¬ 
lage purchasing. Large shipments are 
impractical because of storage problems, 
shelf life factors and seasonal fluctua¬ 
tions of demand. Many areas depend 
solely on open air weekly bazaars and 
have no fixed shops or other storage 
facilities. In the larger market towns, 
to which many villages have access, 
distribution is of course easier, but 
sales effectiveness decreases in propor¬ 
tion to distance from purchasers* 
residence. 

Concentration of demand > Widely 
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scattered pockets of demand make plan¬ 
ning skies campaigns and distribution 
difficult. 

Media* There are few regular media 
in the rural areas, such as newspapers 
and radio, forcing advertisers to de¬ 
velop their own channels, such as wall 
paiktings, exhibitions al fairs, melas, 
etc. These channels are effective, but 
costly in the economic terms of diffu¬ 
sion rates. Furthermore, little media 
research has been done to test the rela¬ 
tive effectiveness of these media. 

Licensing. The government exerts 
certain controls over the use of cinema 
and other vans, product-related “news¬ 
papers”, loudspeakers, the amount of 
commercial time available, etc. In 
many cases the commercial firm can 
obtain the necessary sanctions, but 
the vast, tangled bureaucratic proce¬ 
dures involved keep many from even 
trying. 

Rural Incomes , As mentioned above, 
the green revolution has increased rural 
incomes, and made the villages more 
attractive to commercial entrepreneurs, 
but the phenomenon of wealth still 
occurs in selected areas, thus producing 
the lack of demand concentration, men¬ 
tioned above. 

Urban Priorities. As indicated previ¬ 
ously, many commercial firms, espccia- 
ajly the smaller ones, are still operating 
in a sellers’ market in urban areas. They 
have little incentive to expand even in 
urban areas being content with the 
British market model of low volume- 
high prices. 

Low priority on packaged food expen¬ 
diture. Given the villagers' low level of 
awareness about nutrition, their lack 
of exposure to processed foods, and 
their preference for established non¬ 
food prestige items, the marketing of 
even low-cost food items becomes diffi¬ 
cult. Furthermore, the present high cost 
of packaging, relative to the total 
cost of the product increases the price 
to un-markctablc level. 

’What Can be Done by Government 

It was stressed earlier that a symbio¬ 
tic relationship between government 
and business can be established and 
various ways in which private enter¬ 
prise can help achieve government 
objectives were mentioned. The go¬ 
vernment’s role vis-a-vis business is 
discussed below : 

Tax incentives can be given to busi¬ 
nesses who intend to market socially 
acceptable food products—-those which 
government’s nutrition priorities. 
With these tax incentives, business can 
either reduce costs, or allocate more 
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money to research for better, more 
marketable products. 

Credit can be extended to rural busi¬ 
nessmen distributing high-priority food 
items by easing lending restrictions in 
these cases. This would be a simple 
extension of the present policies en¬ 
couraged by the newly nationalised 
banks. 

Licensing procedures can be relaxed 
and/or simplified. The government 
should review its present policy; deter¬ 
mine to what extent licensing is neces¬ 
sary. and for what ends; and make ap¬ 
propriate revisions to allow for more 
expeditious marketing of commercial 
products, especially those related to 
nutrition priorities. 

Direct taxes on radio and newspaper 
advertising bookings should be removed 
in cases where priority food items are 
being sold, cr where messages of na¬ 
tional priority (such as national integ¬ 
ration, family planning) are integrated. 
At present the government of India has 
this policy for Indian films, but not for 
other media. 

More advertising time should be 
allowed for socially acceptable products. 
At present there is a fixed time limit on 
commercial radio advertising spots 
regardless of message. As the demand 
for commercial spots far exceeds supply, 
priority could be given to messages 
emphasising national priorities. 

Direct Taxes on Radios 

Direct taxes and licensing fees on 
transistor radios should be removed. 
They should not be considered a luxury, 
for they are crucial to national develop¬ 
ment. Tax incentives should be given 
to manufacturers of transistors, with the 
goal of providing cheap, high quality 
radios to all families. 

Grants to such governmental nutrition 
research agencies as the National Insti¬ 
tute of Nutrition and the Central Food 
Technology Research Institute should be 
increased, and directed where possible 
to research on new, easily marketable 
foods and food fortification. 

Consortium agencies sponsored by 
private business to increase nutrition 
awareness, such as the Protein Foods 
Association of India, should be en¬ 
couraged through tax-free status. 

Obviously, many of the^fc recommen¬ 
dations imply some modifications in 
fiscal policy. Reducing taxation on 
certain items will decrease valuable 
government revenue. It is beyond the 
scope of this article to detail the cost- 
benefit analysis that need to be done by 
any government contemplating now 
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social change programmes. It is singly 
suggested here that if the govrnment 
accepts nutrition improvement as a 
priority and if it agrees that private sec¬ 
tor projects can be instrumental in 
meeting this priority, then it will have 
to make certain concessions, mainly 
revenues decreasing. 

In a social democracy like India both 
private sector and public sector under¬ 
takings can exist in a complementary 
relationship. The varying degrees of 
emphasis on cither sector depends on 
political climate, past performance, 
world economic factors, etc. In this 
case, the government would have to 
satisfy itself that: (1) nutrition has a 
high enough priority to begin re-allo¬ 
cating government resources; (2) that 
private business, with appropriate cont¬ 
rols, can produce socially acceptable 
products and programmes; and (3) 
that public sector undertakings should 
continue to operate in more capital- 
intensive projects and not diversify into 
rural consumer marketing. Meeting all 
three requirements, government could, 
without hesitation, grant these tax con¬ 
cessions. 

Public Sector Undertakings 

Classically, public sector projects are 
undertaken either in those areas which 
the government considers too impor¬ 
tant to entrust to the private sector, or 
in those areas which the private sector 
considers too risky, ip India, the for¬ 
mer case has been more prevalent. 
The government, concentrating in 
the early planning years on intensive 
capital development, limited private 
sector licensing to smaller scale indus¬ 
tries, agricultural support industries, 
and to an increasing degree, consumer 
industries. Food production comes in 
the last category, and until only re¬ 
cently, the government was basically 
uninvolved, allowing private industry 
to market processed foods when and 
where they could. As discussed at the 
beginning of the article, this resulted in 
the catering to an exclusive high in¬ 
come urban group. 

In the last few years, however, the 
government of India developed Mo¬ 
dern Bakaries and included in its char¬ 
ter the provision that a major objective 
would be to meet the priority nutri¬ 
tional needs of the country. To a 
degree they have succeeded. Modern 
Bread is an enriched product marketed 
in urban areas at a cost and quality 
competitive with private industry. As 
mentioned before, studies, have shown 
that even the lower classes of the cities 
arc purchasing the product. The adver¬ 
tising campaign, presently running, em? 
phasises nutrition in reference to the 
pregnant and lactating mother and the 
weaning infant. It serves the double 
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purpose of promoting a good product 
and giving general nutrition informa¬ 
tion. 

On the debit side, two points must 
bp mentioned. Firstly, Modern Bake¬ 
ries experienced some difficulties in 
their attempts to fortify with lysine, and 
found that it was not significantly im¬ 
proving the protein efficiency ratio, 
especially with regard to cost. Second¬ 
ly, the enrichment with vitamins, etc., 
is not significantly greater than regular 
commercial bread, thus rendering the 
bread merely a competitive product. 
This produces revenue for the govern¬ 
ment, but is not appreciably improving 
nutritional status. 

Another public sector undertaking is 
the Life Insurance Corporation of 
India and it is mentioned because of 
its service’s relation to nutrition. It 
is to the advantage of any life insurance 
company to keep its clients alive at 
long as possible. By promoting nutri¬ 
tion and good eating habits, they can 
help increase longevity. The LIC 
has made but the barest beginn¬ 
ing in this regard, publishing some 
leaflets on dental find other heatth care, 
but not including food and nutrition. 

In short, public sector undertakings 
have played a very limited role in the 
field of food and nutrition (not includ¬ 
ing the Food Corporation of India 
which is responsible for food imports, 
food zoning, and rationing. Being 
primarily concerned with macro-produc¬ 
tion and distribution factors, FCI is 
not discussed here). There are a num¬ 
ber of areas in which government can 
do more. 

What the Public Sector Can Do 

The government can continue to give 
research grants to its nutrition insti¬ 
tutes for the development of a better 
bread product—one, that for the cost, 
will be far superior to any commercial 
bread. 

Research grants can be given to these 
same institutes for the development of 
new, marketable foods. Along with the 
financial support, government should 
improve performance. One institute in 
India has been working on a multi¬ 
purpose food for years, and has still 
come up with no acceptable product. 
These new foods can be programmed, 
if applicable, through Modern Bakeries. 

Government can establish new pub¬ 
lic sector food industries, once research 
has developed products. These indust¬ 
ries could either be production or forti¬ 
fication-oriented and would have rural, 
low-cost distribution as their objective. 
These undertakings would fill the gaps 
left by those private businesses which 


did not respond to the incentives men¬ 
tioned above. 

Government should encourage either 
cottage industries or larger zonal 
canning factories. A key feature of 
these factories, which could be run 
on a co-operative basis, would be 
returnable canning jars. Vegetables 
could be purchased whole-sale and 
preserved in returnable jars, thus 
extending the period during which 
vegetables are available to much of the 
rural population. 

The Life Insurance Corporation of 
India should allocate more money 
to nutrition advertising. According to 
top public information officials at LIC, 
finances are the biggest obstacle to this 
improvement of promotion program¬ 
ming. 

Role of International Assistance 

Traditionally, international agencies 
such as USAID, UNICEF, etc., have 
been involved primarily in funding. 
More recently, there has been a trend 
towards integrated program inputs. But, 
as the host government’s technical 
competency increases in more and more 
areas, the demand for simple financial 
assistance becomes greater. Given be¬ 
low are a number of areas in which in¬ 
ternational agencies can assist the sec¬ 
tors previously mentioned — private, 
public and governmental: 

Funds for researching the develop¬ 
ment of new foods and fortification 
processes can be given to private food 
producers, public sector food under¬ 
takings and governmental research insti¬ 
tutes. USAID has recently funded re¬ 
search and development activities re¬ 
lated to the fortification ofatta, a type 
of Indian flour. The USAID grant was 
processed through the Ministry of Food 
& Agriculture, and the Food Corpora¬ 
tion of India, who then contracted to 
private flour millers. This project, 
then, brought all sectors together in a 
closely co-ordinated undertaking. 

Social research and action program¬ 
mes, designed to improve the nutritional 
status of village communities, can be 
executed with the assistance of Indian 
advertising agencies, whose market 
research and promotional techniques 
are most applicable. Two examples of 
this type of activity are the CARE — 
India Nutrition Mass Communications 
Project and the Protein Foods Associa¬ 
tion (USAID-assisted) information pro¬ 
gramme, both of which were discussed 
in some detail earlier in the article. 

International agencies can stimulate 
private investment in nutrition informa* 
tion materials. Presently, CARE— 
India is negotiating with private child¬ 


ren’s book publishers In an attempt tp 
start the publication of children Voutri- 
tion booklets. This effort is being co* 
ordinated with individual state govern* 
menu who will use the schools to disti- 
bute the books to the choldren. CARE 
is also talking with private food pro¬ 
ducers, tpung to interest them in ad* 
vertising in such booklets, with the pro- 5 
viso that their commercial message re¬ 
lates directly to a major nutritional de¬ 
ficiency. In this way the cost of comics 
to the government is reduced by the 
amount of the advertising revenue, 
and the purchase of high-value nutri¬ 
tional foods can be stimulated. CARE 
has also been instrumental in 
developing a nutrition tabloid news¬ 
paper. It is a highly graphic, enter¬ 
taining monthly that gives pertinent 
news about nutrition to villagers—both 
literate and illiterate. Food companies 
will be invited to advertise, and pub¬ 
lishers will be approached in an attempt 
to make the tabloid an on-going publi¬ 
cation in rural areas. 

International agencies like UNICEF, 
who are presently running long-range 
applied nutrition programmes, could 
very well allow private food companies 
to test-market produets in their pro¬ 
gramme areas. In India, for example, 
the Applied Nutrition Programme is 
designed to assist in the production of 
highly nutritious foods and to teach 
about their nutritional value. In those 
areas where the programme is most 
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successful, it h presumed that the level 
of awareness aboKt nutrition is high* 
and that the standard of living is better 
than in areas which have received no 
developmental attention. Given this 
favourable climate, commercial firms 
should be anxious to experiment. 

All international agencies operating 
in a country can form a consolidated 
nutrition advisory group, so that a uni¬ 
fied and well-documented opinion on 
nutrition policy, priorities and program¬ 
ming can be heard more urgently. Even 
with very disparate participation inter¬ 
national agencies were able to present 
certain key findings to government 
which aided their decision to make 
nutrition a plan priority. 

Pragmatic Approach 

In a country like India where the dy¬ 
namic economic and political forces 
of capitalism, communism, and social¬ 
ism are in constantlvchanging relation¬ 
ships and where the government in 
power often makes decisions based on 
prevailing ideological considerations, 
a pragmatic approach to development 
seems a sane and safe development po¬ 
licy. Without using socio-political 


EASTERN ECONOMIST 

jargon, this article has discussed the 
various social, economic, and political 
factors relating to nutrition and de¬ 
velopment, and has offered one over¬ 
riding suggestion: use what works. A 
socialist government’s mistrust of pri¬ 
vate business can be eliminated wb&n 
the government realises that private 
business can work for social ends; pri¬ 
vate business can lose its paranoic dis¬ 
like of government bureacuracy when it 
realises government can facilitate its 
development ; and extremist politicians 
can cool their rhetoric when the lot of 
their constituents improves due to the 
effective functioning of the economy. 

Most of the suggestions presented in 
this article are concerned with the re¬ 
allocation of resources, and do not call 
for simply more spending. They are 
based on the assumption that India’s 
economy »s still basically a. divided one: 
rural vs. urban; public sector vs. pri¬ 
vate sector; capitalist marketing vs. 
socialist “distribution”; educating vs. 
selling; and needs simply a practical 
unification - - a functional interdepen¬ 
dence. National integration of social 
and cultural groups is a government 
priority. Perhaps economic integra¬ 
tion should also be included. 


CEDB Takes up a Challenge 

A C- BANERJEE 


It is generally accepted that the com¬ 
ing decade will be crucial for the Indian 
steel industry. In spite of the setbacks 
suffered by the industry during the re¬ 
cent period of recession and the inabi¬ 
lity of existing plants to attain their 
rated production, the government has 
reaffirmed its faith in steel as the corner¬ 
stone of national development. The 
decision to double the capacity for 
steel production every 10 years is a 
clear and unambiguous indication of 
government’s intentions. A number of 
major schemes for the establishment of 
steel capacity have been planned for 
the fourth and fifth five-year Plans and 
planning and design work is already in 
progress. Bh'lai Steel Plant is to be 
expanded from its present 2.5 million 
tonne ingot steel capacity to a capacity 
of 4.0 million tonne. The expansion 
of Bokaro Steel Plant from 1.7 million 
tonnes to 4.0 million tonne is to be tele¬ 
scoped with the first stage of construc¬ 
tion. But, perhaps, the crucial decision 
of the government has been the announ¬ 
cement of the setting up of three new 
steel plants at Salem, Visakhapatnam 
and Hospet. The government has laid 
down two distinct guidelines for the 
implementation of its decision to set 
up the new steel plants. Firstly, all 


The Central Engineering & Design Bureau 
of Hindustan Steel Limited, which will soon be 
constituted as a separate public sector enterprise, 
has been appointed the consultant for the 
Yijayanagar (Hospet) Steel Project. In this 
article, Mr A.C. Banerjco, the Chief Engineer of 
CEDB, briefly describes the development of the 
organisation and its future role as a national 
steel consultant- Ed. 


the new steel plants will be designed by 
Indian consultants and secondly, as 
far as possible, these projects would uti¬ 
lise existing capacity within the country 
for thr manufociiuc *f sk;j: plant equip¬ 
ment auxiliaries in the pubfie and pri¬ 
vate sectors. For the consultancy ser¬ 
vices of Hospet plant now renamed 
as Vijayrmagar Ste ‘I Project the choice 
of the government has fallen on the 
Central Engineering and Design Bureau 
(CEDB), the consultancy wing of 
Hindustan Steel. 

The CEDB has recently been in the 
news with the decision by gevernment 
to form the bureau into a national cor¬ 
poration under the Ministry of Steel 
& Mines, Initially Hindustan Steel, 
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Bokaro Steel, Mysore Iron & Steel 
Limited and the government of fiidui 
will participate in the equity capital 
of the new company. In the course of 
time, it is intended that the government 
shares should be transferred to the new 
public sector steel plants. This decision 
of the government to form CEDB into 
a separate corporation is recognition 
of its status as a national organisation. 
Earlier the CEDB were officially appoin¬ 
ted as general consultants to the Minist¬ 
ry of Steel and Mines for the public 
sectoi steel industry. 

CEDB’s emergence to its present 
position as national consultants is du in 
no small measure to the vision of go¬ 
vernment in the fifties and the continu¬ 
ous support that the organisation has 
had in the period of its development 
from its parent company, Hindustan 
Steel. 

Corps of Engineers 

Hindustan Steel created the Central 
Engineering and Design Bureau in 
1959 as consultancy organisation to 
assist in the planning and design of 
expansions of existing plants. It was 
realised by the government from the 
very beginning that balanced industrial 
growth requires sclf-sulficicncy in 
know-how and that the sotting up of 
steel plants with the help of foreign 
know-how and imported machinery 
formed merely the first unavoidable 
phase of development. With this in 
mind and in view of expansions and 
fresh growth in steel capacity, it was 
considered essential to build up a corps 
of engineers, who would prepare plan¬ 
ned projects, introduce innovations, 
render essential engineering services 
and generally perform the functions 
of consulting engineers. Two compell¬ 
ing reasons warranted such a develop¬ 
ment -firstly, dependence on foreign 
consultancy services was expensive 
and had to be limited in time and 
secondly, expertise bought would of 
necessity be confined to the experience, 
skills and techniques available in the 
country of origin. At the time of for¬ 
mation, it was envisaged that the CEDB 
would form the nucleus of a central 
organisation, which would ultimately 
undertake the design of new capacity in 
the public sector in the country. 
Consultancy groups attached to steel 
companies are not an unusual pheno¬ 
menon in developed countries. Japan 
and the USA are notable examples of 
the major steel producing countries, 
where large steel companies maintain 
sizeable design organisations. 

in its initial years of development, 
CEDB functioned largely in the manner 
of an independent consultant of western 
countries. These formative years saw 
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the successful design and implementa¬ 
tion of the expansions of Rourkcla and 
Durgapur steel plants. The expansion 
of Rourkcla plant involved the setting 
up of highly sophisticated rolling mills, 
including continuous pickling line, 
5-stand tandem cold reducing mill, 
4-high twin stand skin pass mill, conti¬ 
nuous electrolytic tinning and continu¬ 
ous coil galvanising lines and electrical 
sheet mill. The CEDB in 1967 took 
over the Bhilai Steel Plant’s design 
unit and has been responsible for the 
successful completion of the design 
drawings for the sixth blast furnace 
complex, which was recently commis¬ 
sioned at Bhilai. 

A Step Forward 

For this recently completed assign¬ 
ment. the CEBD went a stage further 
and was responsible for detailed project 
engineering, a function which is nor¬ 
mally performed by equipment supp¬ 
liers in most western countries. To assist 
the CEDB in its growing tasks as a na¬ 
tional design and consultancy organi¬ 
sation, Hindustan Steel has entered into 
agreements with foreign companies and 
organisations in certain specific fields, 
in January 1969, a collaboration agree¬ 
ment was’signed with the United En¬ 
gineering and Foundry Co. of USA by 
which CEDB is being equipped to 
undertake complete design of all types 
of rolling mills and to get them manu¬ 
factured in India for supply both with¬ 
in the country and abroad. Although 
equipment designing is not nonmdlv 
a function of a steel consultant, the 
CEDB has undertaken these responsibi¬ 
lities at the request of the government. 
An agreement has also been entered 
intc with the Soviet design organisation , 
to enable the CEDB to develop fur¬ 
ther in the area of detailed Project En¬ 
gineering. 

In addition to the major works which 
have been earlier described, CEDB has 
successfully completed a number of 
other assignments, such as the Naphtha 
Steam Reforming Plant at Rourkcla, 
Barsua Iron Ore BeneheiaPon Plant and 
the Special Steels Project for the Minis¬ 
try of Defence. Shortly after the 
appointment of the bureau as general 
consultants to the government of India 
in 1969, CEDB undertook a variety of 
studies and provided the technical sup¬ 
port to the process by which govern¬ 
ment announced their decisions for 
the fourth five-year Plan. While 
this stage of work was nearing comple¬ 
tion, the government took a decision 
to appoint the bureau as principal 
consultants for the expansion of Bokaro 
Steel Plant from 1.7 million tonne 
to 4.0 million tonne capacity. The ex¬ 
tent of design work required for this 
expansion and being undertaken by 
CEDB is, perhaps, unique in the history 
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of consultancy and design services in 
this country. 

The CEDB during the last 12 years 
of its existence has, by a process of 
cross fertilisation of ideas with produc¬ 
tion, maintenance and research per¬ 
sonnel of Hindustan Steel, by its on- 
the-job experience of all the crucial 
stages of steel plant designing, by its 
development of design know-how* m 
hitherto unexplored areas beyond the 
feasibility and project report stages and 
by its creation of a cadre of engineers 
covering every significant field of speci¬ 
alisation in ferrous technology, emer¬ 
ged as a viable and potent force of 
growing self-sufficiency in steel techno¬ 
logy. As a national organisation with 
the participation of Hindustan Steel, 
Bokaro Steel, Mysore Iron & Steel 
and the future steel plants to be set up 
in the public sector, the CEDB will 
continue to benefit from the rich ex¬ 
perience that these units would offer. 

National Interest 

The CEDB has always been an inde¬ 
pendent consultancy organisation giving 
unbiased advice and it will continue to 
do so when the decision of government 
to convert it into a national organisa¬ 
tion has been implemented. It is not 
bound by any considerations other than 
purely techno-economic and looks only 
to the greater interest of the nation in 
tendering its advice to government for 
the steel industry. 

The Hospcl steel project, now named 
as Vijavanagar Steel Project, after the 
great Vijayanagar empire, the seat of 
which was close to the steed project site, 
is endowed generously with easily acces¬ 
sible, rich and abundant resources of 
raw materials, like iron ore, limestone, 
dolomite, etc. The low delivery cost of 
these raw materials at the pJant site and 
the existence of adequate water and 
power facilities were major considera¬ 
tions in the decision to locate the plant 
at Hospel. 

CEDB have been appointed as princi¬ 
pal consultants for the Hospet Steel 
Plant. The tcchno-economic feasibility 
report is under preparation and is ex¬ 
pected to be submitted to the govern¬ 
ment by the end of this year or early in 
the new year. Although actual work on 
the site will not be commenced for 
some time, a great deal of prepara¬ 
tory work is being done to ensure that 
water supply, electric supply, township 
facilities, raw material supply, etc. will 
match with the construction of the 
plant. Soil investigation has also been 
commenced by the Hindustan Steel¬ 
works Construction Limited and this 
will be invaluable in fixing some of the 
final locations of the main plant units 
at Hospet. 

The CEDB is also undertaking cer¬ 
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tain studies for the Mysore Iron & 
Steel Limited at Bhadravathi, which 
has a background of iron and steel pro¬ 
duction of over 40 years. Today, the 
CEDB matured with its experience in 
the four steel plants of Hindustan Steel 
based primarily on the advanced tech¬ 
nology of four countries, the Soviet 
Union, West Germany, United King¬ 
dom and Japan, and having adopted 
these skills to match with Indian re¬ 
quirements and conditions, is uniquely 
equipped to shoulder the responsibilities 
of a national steel consultant. With 
its dose contact with the major steel 
companies of the country, the CEDB 
is in a position to assess the relative 
merits of various processes of designs 
in the context of actual production. 
They arc also able to draw up m the ex¬ 
perience of the larger community of 
engineers working within the steel com¬ 
panies. This organic relationship of the 
design bureau with the steel plants, 
will be, as it were, legalised by the 
formation of the company in which 
the steel companies hold share, is as 
important as its autonomy in pro¬ 
fessional matters. The unhindered con¬ 
test of ideas between operational and 
design personnel within the shelter pro¬ 
vided by an integrated technical com¬ 
munity, will serve the best interests of 
the nation. 
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WINDOW ON THE WORLD 


LONDON. 

I 

DENMARK IS COMMITTED 

Theke is fairly general agreement that 
the Danish authorities will seek a man¬ 
date to join the EEC if the UK joins. 
The government has mortgaged its 
future to a remarkable extent by giving 
the impression that it has no sticking- 
point in the negotiations. There has 
been a wholehearted embracing of the 
existing systems and the Community 
plans K>r further development, includ¬ 
ing political and monetary develop¬ 
ments, for example, in the unconditional 
opening statement of the Minister for 
EEC Relations, Mr P. Nyboe Andersen, 
at the first (June 1970) meeting with 
the EEC. More remarkable still has 
been the absence of reservations about 
particular problems, and the rather soft- 
pedalled references to the future of 
EFTA and Nordic co-operation. 

While the “positive” negotiating 
stance of the Danish authorises no 
doubt reflects genuinely more “Euro¬ 
pean” attitudes than exist among other 
candidates, it is partly a question of 
bowing to the inevitable. Unlike the 
other three Scandinavian countries, 
the consequences of not joining (if the 
U.K. joins) are on balance adverse to 
Denmark to an almost demonstrable 
extent. It is no longer overwhelmingly 
a matter of markets for agricultural 
products. 

Adjusted to Agriculture 

During the 1960s. the Danish eco¬ 
nomy saw a relatively massive shift in 
exports from agricultural products to¬ 
wards manufactured products. The 
share of agricultural products fell 
from 55.3 per cent in 1959 to 3.1 per cent 
in 1969. Agricultural exports to the 
European Economic Community actu¬ 
ally fell from $261 million in 1959 to 
$235 million in 1969, and Denmark’s 
corresponding share in total exports to 
the EEC fell from 65.2 per cent to 33.6 
per cent. There is a problem of defini¬ 
tions here—a considerable part of 
manufactured exports represent further 
processing of agricultural products : 
but, leaving that aside, the structural 
shift in Denmark’s domestic and export 
economies has been substantial. The 
share of agriculture in real gross domes- 


EASTERN ECONOMIST 


tic product fell from 13 per cent to eight 
per cent over the years 1960-70. 

At this point, the official argument 
for joining has a certain lack of logic. 
It seems to be that, because the external 
and domestic economics were fairly 
successfully adapted to EEC agricultural 
policies in the 1950s. the country some¬ 
how should, or will, regain markets 
for less processed agricultural products 
in the 1970s. It is the West German 
market, in particular, that the Danes 
have in« mind, although a somewhat 
parallel argument applies to the UK 
market. In general terms and such 
arguments are normally conducted in 
general terms—the argument may be 
that as far as investment was con- 
ceiYied traditional agriculture was 
relatively neglected in" the 1960s, so 
there is now a reserve of unexploited 
productivity which could be triggered 
by a return to the unfettered marketing 
conditions of the late 1950s. 

Massive Gains 

A more specific, if no more sophisti¬ 
cated, version of the argument takes the 
present high basic agricultural support 
prices in the EEC in relation to the low 
present Danish prices as a measure of 
the gains from joining. This leads to cal¬ 
culations of massive trade (and there¬ 
fore, balance of payment) gains : the 
published calculations of annual gains 
range widely upwards from the official 
$150 million. In relation to a trade 
deficit, which is running at about an 
$800 million annual rate, this would be 
sizeable gain. Rut because the situat¬ 
ion is really dynamic, not static, such 
calculations are, in any straightforward 
sense, a waste of time. Denmark's 
present low-cost status in international 
trade is due partly to low-cost raw 
material inputs : one key unknown 
factor is the extent to which Danish 
fanners (and manufacturers) will be 
allowed to have continued access to 
low-cost inputs, principally grain and 
protein foods, and the extent to which 
the inevitable rise in Danish agricultural 
product prices will affect product de¬ 
mand. 

Even the government admits to wor¬ 
ries about raw material prices, and the 
official negotiating position has put 
down a marker on duty-free quotas for 
raw material supplies from traditional 
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sources, and on the possible need for a 
transitional period for such processing 
industries. The EEC authorities seem 
unlikely to agiee in the actual ne&e- 
tiations to many substantial specific 
concessions on products covered by 
EEC agricultural policies. There may 
be encouraging noises, but in the past 
few months there has been a growing 
awareness on the part of affected busi¬ 
nessmen that joining the EEC guarantees 
them few market benefits. Arguably, 
however, it could tend to minimise their 
losses. 

Capital Imports Important 

One special feature of lh„ Danish 
attitude to the EEC is the expectation 
that the resulting capital inflow will 
significantly ease the balance of pay¬ 
ments. Indeed, the Danish argument on 
these lines has a peculiar twist : trade 
diversion resulting from the consoli¬ 
dation of the EEC in the 1960s led 
Denmark to go in for a large invest¬ 
ment programme to restructure indus¬ 
try and exports, which, in turn, led 
directly to the present balance of pay¬ 
ments predicament. Joining the EEC, 
with the obligation to open domestic 
capital markets freely to nutionals of 
other member countries would be a 
fitting opportunity to refinance these 
assets in more painless ways. One 
peculiarity of the situation, found even 
more strikingly in the case of Sweden, 
is the considerable extent to which the 
problem of financing tjte current for¬ 
eign deficit is self-imposed. Both coun¬ 
tries, and, to some extent, Norway, 
have hitherto enforced foreign exchange 
policies intended to deter private for¬ 
eign direct and portfolio investment. 
Such practices are inconsistent with 
EEC policies. Either country could, 
in theory, simply abandon these res¬ 
trictive policies with the expectation 
of a substantial private foreign inflow 
of capital, but both Denmark and 
Sweden count the requirement to 
abandon these policies as a benefit of 
joining (or preparing to join) the EEC. 

How Competitive in New Exports? 

The other important question is 
whether the products of new industrial 
investments in the 1960s can compete 
in an enlarged EEC market; the cir¬ 
cumstances of their establishment are 
more or less irrelevant. Denmark has 
no obvious competitive natural advan¬ 
tages in most activities, except perhaps 
those for which transport costs to 
markets are important, but equally it 
has no compelling natural competitive 
disadvantages. Probably the most 
powerful factor explaining the indus¬ 
trial adaptation of the 1960s was low 
raw material and utility costs (the latter 
associated with low-cost energy poli¬ 
cies), but these are precisely the factors 
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that would be most determined by 
general EEC bolides. So one simply 
cannot judge how the balance sheet of 
losses and gains will look for the manu¬ 
facturing sector if Denmark joins. 

Transitional Arrangements 

To judge by press reports, the “posi¬ 
tive'* negotiating attitude of the Danes 
has got them into pretty fair agree¬ 
ment with the EEC. Denmark would 
join the EEC in 1973, or as soon as the 
UK joins. Transitional arrangements 
would ]be purely token in agriculture, 
but for industrial sectors Denmark 
would expect to make use of whatever 
arrangements (on trade and capital 
movements) are available to the UK 
or Norway. It is reported that a 4i- 
year transitional period for industrial 
alignment has been agreed, but the key 
questions of duty free quotas do not 
as yet seem to have been resolved. 

At present, the question whether 
Denmark will actually join is largely 
unrelated to these negotiations. Opi¬ 
nion polls show a continuing, substantial, 
majority against the Market and, under 
Danish constitutional practice, a refe¬ 
rendum will be held in 1972 on the pre¬ 
sent timetable. Given the absence of a 
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dear majority/opposition structure in 
Danish politics, the referendum is likely 
to be decisive. There is, of course, 
time to swing public opinion once the 
negotiations are substantially complete. 
Moreover, if UK entry is finally 
approved, the ^inevitability" of the 
situation will become a persuasive in¬ 
fluence. Nevertheless a favourable 
outcome cannot be regarded as more 
than probable. 

K 

NORWAY'S FISHING 

Foreign observers, including pro¬ 
bably some important EEC members, 
ha\e difficulty in grasping that fishing 
is the most important issue for Norway. 

The problem is partly political. The 
Norwegian authorities have made it 
plain- and one need not doubt their 
sincerity—that they could not expect 
a positive vote from their parliament 
until a detailed package of measures is 
agreed The present EEC fisheries 
policy, which finally came into force 
in February, !97!, has a basic six-mile 
territorial limit. Within this limit, 
boats of non-member countries would 
not be allowed to fish. Norway (with 
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the Faroe Islands and Iceland) has, 
however, a 12-mile territorial limit 
for fishing, and the continuation of 
12-miles seems at present to be a 
firm point in the Norwegian negotiat¬ 
ing position. More important, how¬ 
ever, than the question of the size of 
territorial waters for excluding rton- 
member fisheries is the opening of 
these waters to other members. 

In a community of 10 members, 
the Norwegian fishing industry has 
more to fear from other members, who 
traditionally fish in North European 
waters (especially the UK, West Ger¬ 
many and France) than non-members 
(principally the USSR). 

EEC Fishing Policy 

In principle, the new EEC' fishing 
policy opens up immediately the com¬ 
mon 6-mile limits of member coun¬ 
tries to boats of all members. It allows 
a transitional period of five years for 
areas where the local population is de¬ 
pendent on fishing, but then only with¬ 
in a 3-mile limit. At present it is 
not at all clear how liberally the EEC 
authorities intended to operate the 
transitional clauses within the present 
community. 

The Commission probably intended 
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these clauses to be fairly restrictive, inshore family fishing and commercial 

Areas will be designated,, and within offshore fishing is acute and direct, 

them financial aid from the Commu- Without the protection of the 12-miie 

nity Agricultural Fund would be direct- limit, the large industrial fleets of the 

«d to modernising the local industry, big fishing nations would fish in direct 

It is clear, however, that the Norwegian competition with the local inshore 

situation is wholly different, and the communities. Moreover, both are 

Norwegian authorities would hardly primarily fishing for the export market, 

have bothered to file a membership ap¬ 
plication if they had not been fairly Note : This is the first of two articles 
•confident that the EEC would rccog- on Scandinavia and the European 
nise this. Economic Community, Next week’s 

article wfil cover (1) the problem of 
To a considerable extent the present over-fishing in Northern European 

EEC policy is about protecting and waters, and (2) Sweden's problems in 

regulating traditional inshore fishing, relation to joining the EEC. 

which is not Norway’s problem. While 

this traditional family industry com- Sources and acknowledgements: This 
petes with offshore and deep-sea fish- week's and next week's article sinn¬ 
ing to some extent in urban markets, marise an exclusive report in the latest 

the competition is relatively restricted issue of European Tmnis\ the quarterly 

and on the whole does not involve review, issued to subscribers only, by 

much competition in the actual fishing the Economist Intelligence Unit, but 

operation or in local markets. In the the EIU is responsible neither for the 

north European waters, however, par- emphasis of my summary nor for my 

ticularly those of Norway, Iceland and comments, based on a variety of 

the Faroes, the competition between sources. 

Money Mist Persists 

E- B- BROOK 


VIENNA. 

There is still much fog over interna¬ 
tional commercial and monetary affairs: 
the more frequently economic writers 
make use of such abstractions as “opti- 
timism” and “spirit of co-operation” 
the more certain it is that no one is 
precisely sure what they are doing. 

In the general drift since the IMF 
and World Bank held their meetings in 
Washington, a few facts emerge from 
the general murk. The Americans, 
with an economic programme clearly 
designed by interna! tax concessions 
and the external surcharge to benefit 
its big corporations, appear more 
isolated in economic politics than they 
have been for half a century and, ns a 
corollary, the British and the Europeans 
draw closer together with the Japanese 
moving towards them also. 

This picture is an over-simplification, 
for there are plenty of splinters within 
that European solidarity. But the world 
is, very roughly speaking, now in three 
parts — the Americans, armed with 
their surcharge and price and wage 
regulation schemes and with their still* 
distribing Eurodollars; the rest of the 
world largely with currencies forced to 
float by the virtual devaluation of the 
US dollar and the communists with, 
their tightly controlled economies and 
inconvertible currencies. 

The general effect of the financial 
meetings in Washington and of US poli¬ 


cies, especially the indefinite continu¬ 
ance of the 10 per cent surcharge on 
imports, has been to draw the Market 
members and its potential members to¬ 
gether much more closely than would 
have been the case in more placid cir¬ 
cumstances. The six Common Market 
members and Britain have formally 
protested against the protectionist tax 
credit proposed by the Nixon administ¬ 
ration and have warned the US in an 
official note that the proposals might 
lead to retaliatory measures if they are 
passed by Congress. 

The cumulative effects of the tax cre¬ 
dits nnd the 10 per cent import sur¬ 
charge would be, Europe fears, to give 
industry, particularly in the capital 
goods sector, an overwhelming ad¬ 
vantage over foreign competition. The 
10 per cent surtax has the effect of 
approximately doubling the US tariff 
protection; the proposed tax credits 
are of two types. One is the so-called 
“job development tax credit'’ which 
would provide a credit of 10 per cent 
of the cost of new machinery and equip¬ 
ment produced in tne US and placed 
in use on or after August 16, 1971. The 
second tax credit would defer taxes on 
earnings from export sales with effect 
from the beginning of next year. 

Since the US administration estimates 
that these tax deferrals will have the 
effect of increasing US export sales by 
about H billion dollars a year the 
Europeans are reasonably perturbed at 


this considerable extra sales challenge 
from the USA following its protective 
doubling of charges against their im¬ 
ports to America. 

Acting on their own, the UK lias 
tightened restrictions to decrease the 
flow 0-1 US dollars into London. So 
much US money has been moving daily 
mto British stocks —as it did earlier 
into West German, French and Dutch 
deposits and securities—that the value 
of sterling has been forced up so that 
elective dollar revaluation rate 
has been rising almost daily. An ear¬ 
lier British ban on non-residents in¬ 
creasing their holdings of UK securities 
with a life of less than five years has 
been followed by a similar’ ban on 
their acquiring treasury bills and many 
other securities denominated in sterling. 

Cheaper Credit 

In West Germany, the Economics and 
Finance Minister is planning to assist 
increasingly hard pressed industries by 
supplying them with cheaper credit to 
balance the effect of what amounts to 
an involuntary upward revaluation of 
the Deutschmark. West German in¬ 
dustry, whose large exports to the US 
market have become more difficult and 
threaten to shrink appreciably, has in¬ 
evitably become less competitive on 
all export markets since the mark gain¬ 
ed about U) per cent in value against the 
US dollar through the ‘"float” which 
began five months ago. The German 
Central Bank Council is expected to 
cheapen credit to industry to a charge 
of only four to 4.5 per cent. New mark 
bond issues of a total value of 980- 
million marks carrying an interest rate 
of nearly eight per cent is another mea¬ 
sure which West Germany is expected 
to take to ease credits for industry. The 
West Germans arc still very comfort¬ 
ably oT, all the same, with a 12,750 bil¬ 
lion-mark surplus on balance of trading 
for the first eight months of this year 
—some 2000 billion marks better than 
a year ago. Much of this increase is 
attributed to government intervention 
in the foreign exchange market. 

The Common Market, while it fears 
that the social effect of the US economic 
measures may be almost as serious as 
their economic results and may cost 
nearly a million workers their jobs, rea¬ 
lises that an international monetary 
system can no longer healthily be based 
on continuing US deficits. Symptoma¬ 
tic of west Europe’s rvalisation of this 
fact is its effort to broaden its area of 
co-operation, that it realises that the 
days of the Common Market’s “Six” 
and of EFTA's ‘"Seven” - as exclusive 
group have been dispelled by the new 
dollar values and US economic measu¬ 
res. The Market “Six” are bringing in 
the five potential members to consultat- 
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ions and realise that Japan i$a potential 
partner as well as a competitor. Japan 
is, to a very high degree, a casualty 
of the US dollar and ** commercial 
changes; its alignment with west Eu¬ 
rope ~ already significant in the OECD 
and GATT--has been intensified 
during the IMF and World Bank 
sessions. 

Late this month leading business¬ 
men from II European countries are 
to meet 40 of Japan's most important 
industrialists in Brussels to discuss the 
prospect of trade liberalisation. It 
will be the first meeting of its type and, 
on the European side, will include in¬ 
dustrial leaders from the Six, from 
the live applicant countries and from 
Sweden. The meeting underlines the 
importance that all parties attach to 
preventing current commercial policy 
compulsions from developing into a 
protective trade war. The US has 
adopted protective trade measures 
neamst Japan that could direo a Hood 
of Japanese products to European 


Japan, ruflicting its sensational in¬ 
dustrial growth has now gone to the 
top of the league of the world’s top 
steel producers. Nippon Steel Corpora¬ 
tion, recently formed by a merger of 
Japan’s two leading steel producers into 
Japan’s largest single industrial steel 
complex, is now the world’s number 
one producer of steel. In the list of the 
world’s 50 biggest steel producers, pub¬ 
lished annually by German international 
magazine, Hindustan Steel Ltd and Tata 
Iron & Steel now rank 28th and 42nd 
respectively, two and three places 
behind compared to last year’s rating. 

According to the list, HSL last >ear 
had a crude steel output of 3.7 million 
tons, roughly 100,000 tons less than m 
1969. TLSCO produced 1.69 million 
tons, also about 100,000 tons behind 
the figure of 1969. Japanese Nippon 
in its first year raced ahead of the long 
lime top producer United States Steel. 
With a production of 33.6 million met¬ 
ric tons of crude steel during the 1970 
calendar year, Nippon is now a good 
live million tons ahead of its American 
competitor. The five other large Japa¬ 
nese steel companies either bettered or 
at least maintained their previous posi¬ 
tion on the list. Nippon Kokan over¬ 
took West Germany's giant Thyssen 
group, with crude steel production of 
12.9 million tons against Thyssen’$ 
12.2 million tons. 

However, Japan's success was mainly 
not at the expense of West Germany 
but of the United States. The American 
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markets at highly competitive prices. 

The Brussels talks are unfikely to 
solve the problems either of the 
Japanese who are urgently seeking new 
markets or of the Europeans, many of 
whose industries are beginning — apart 
from the effects of the US measures — 
to slip from their prosperous summits of 
the sixties. But they will give all parties 
a clear view of ail others' genuine prob¬ 
lems and of the danger to all if protec¬ 
tion was adopted defensively. 

The Brussels talks between European 
and Japanese industry will, for this 
reason, probably be the first of a series, 
with committees for groups of industries 
investigating their speci l problems be¬ 
fore the fuller sessions. The meetings 
are a helpful initiative in an increasing¬ 
ly nervous political and commercial 
world and a practial follow-up tc the 
realisation expressed in Washington 
that »he post-war world is not only 
losing its prosperity but its stability 
a> well. 


ste< l mills produced only 123 million 
tons last >eur, almost nine million less 
than in 1969. The US share in world 
steel output fell from 23.6 per cent in 
1969 to 21.3 percent in 1970. At 
the same time, Japan's share rose from 
14.7 per cent in 1969 to 16.2 per cent 
last year. World steel output in 1969 
and 1970 was 558 million tons and 341 
million tons respectively. The pressure 
of Japanese steel exports on world mar¬ 
kets is evident when one considers that 
these rose by 20 per cent in the first 
quarter of 1971 to 5.98 million tons 
compared with the first quarter of 1970, 
although overall Japanese crude steel 
output fell by 925,000 tons to 22.2 
million tons in the same period. 

According to the latest figures from 
the Common Market , Commission, 
EEC steel production capacity will 
rise from 127 million tons to 161 million 
tons from now to 1974. This represents 
a growth rate of 6.1 per cent. Invest¬ 
ment in the EEC steel industry will 
amount to about $2,500 million, 5800 
million more than last year which in 
itself w'as a record. Long-term pros¬ 
pects are thus not so bleak as the current 
situation might suggest. Dr Egon 
Overbcck, Chairman of Mannesmann 
and President of West Germany’s Iron 
and Steel Association recently forecast 
that world steel Output — currently 
hovering around 600 million tons a year 
would Top 1.000 million tons in the 
next 10 years. 

In West Germany, the steel industry 
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along with the chemical industry is the 
sector hardest hit by the floating of the 
D-mark. 

Great strides have beeh made to 
catch up with Japanese steel making: 
standards but much more remains to 
be done. Interestingly, steel made by 
the Thomas cr basic converter process 
accounted only for 3.6 million tons 
compared to 10.8 million m 1965. This 
outmoded production method is con¬ 
sidered a serious source of air pollu¬ 
tion and will soon disappear completely. 

The same is likely to happen to the 
Siemens Martin or open-hearth pro¬ 
cess, another heavy polluter. On the 
other hand, production of oxygen steel, 
made by the LD-Linz Donawitz pro¬ 
cess rose from seven million to 25 mil¬ 
lion tons in the last five years. And the 
output of electric furnace steel increas¬ 
ed from 3.1 million to 4.4 million tons. 
This means that about two-thirds of 
West German steel is produced by up- 
to-date methods, still a long way 
behind Japan, 


The crude steel production figures of 
various countries for I97u in million 
tons is given below : 


Nippon Steel Corporation, 


Japan 

33.6 

United States Steel, USA 

28.5 

British Steel Corp., UK 

25.6 

Bethlehem Steel, USA 

18.7 

Nippon Kokan, Japan 

12.9 

Thyssen Group, West Ger- 


many 

12.2 

Sumitomo Metals, Japan 

11.2 

Kawasaki Steel, Japan 

11.0 

Wendcl-Sidelor, France 

8.9 

Republic Steel, USA 

8.7 

Italsider, Italy 

8.3 

Hoesdv Germany 

6.7 

Stuhlwerke Peine-Salzgitter, 


Germany 

4.4 

Fried, Krup^Huettenwerke, 


West Germany 

4.2 

Mannesmann, West Germany 

3.9 

Hindustan Steel Ltd, India 

3.7 

Kloeckner-Werke. West 


Germany 

3.4 

Fiat, Italy 

3.3 

Voesi, Austria 

2.4 

Tata Iron Sc Steel, Tndia 

l .7 

Roechling Werke, West Ger¬ 


many 

1.6 


—Courtesy Press Bureau of 
German Industry* 


Japan Tops World Steel League 
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The government of India, surely, has 
acted without a sense of national self- 
respect in commissioning or consenting 
to the President, Mr V.V, Giri’s parti¬ 
cipation in the Shah of Iran’s self- 
glorifying celebrations at Persepotis. 
Although the Iranian government has 
bought space in The Statesman to praise 
the Shah on his achievements, including 
his foreign policy which has been 
credited with having “established close 
relations with all nations, regardless of 
their political systems” — the news¬ 
paper, incidentally, has omitted the 
coventiona! reference to ‘advertiser’s 
announcement’—our country knows to 
its cost how Iran has always sided 
with Pakistan against India and even 
rendered military assilance to Pindi in 
its acts of aggression towards us. Dur¬ 
ing the Indo-Pakistan war of 1965, 
Iran proved a willing and effective 
source of arms and ammunition for the 
Ayub regime and, as Mr Frank Moraes 
has pointed out in the columns of The 
Indian Express, Iran has currently 
achieved notoriety for its partisan back¬ 
ing of the Yahya gang’s orgy of geno¬ 
cide in East Bengal. 

If the Shah has uttered one word 
of sympathy for the victims of Pindi’s 
reign of terror who, in their millions, 
have sought refuge in our country, I 
would like to know when or where he 
did so. If, again, his government has 
shown any disposition at all to appre¬ 
ciate the difficult situation in which 
our country has been placed as a result 
of the refugee influx and the bellicose 
postures of Pindi, the people of India 
at any rate do not have any knowledge 
of it. In the circumstances, the go¬ 
vernment of India has clearly acted 
without dignity or proper pride by 
arranging for or agreeing to our 
Head of State representing this co¬ 
untry at the Shah’s celebrations. Even 
assuming that protocol decreed that 
New Delhi could not have altogether 
ignored the party at Persepolis, it would 
surely have been more than enough 
had the Vice-President been asked to 
attend. After all, if the government of 
the Philippines could find it sufficient 
to send only the wife of its President 
to Persepolis, I just cannot see why Mr 
G.S. Pathak could not have filled the 
bill where this country was concerned. 

I am aware, however, that Mr Giri 
himself would have been more than 
enthusiastic about going to the show. 
The President likes to travel and his 
wife likes even more to travel in state. 


I wonder, however, whether the good 
lady knew what she was letting herself 
in for. What would Mrs Saraswathi 
Giri — or for that matt* r Mr Varaha- 
giri Venkata Giri — have found to eat 
on a menu by Maxim’s featuring 
caviar, quail and peacock? Press ac¬ 
counts of the President’s departure for 
Iran described his entourage as “small.” 
If this meant that the presidential couple 
did not take their favourite cook with 
them, one sympathetic surmise would 
have to be that the President’s personal 
staff had at least seen to it that an 
assortment of acceptable foodstuff was 
put on board the presidential plane. 
(Incidentally the President, as the news¬ 
papers put it, had “to cut short” his 
programme in Persepolis so that he 
could be back in Delhi in time for 
receiving Marshal Tito—as if the 
Yugoslav President’s tour plan was 
not known to our External A flairs 
Ministry when he drew up his scheduled 
trip to Iran). 

* * 

Mrs lmelda Marcos, wife of the 
President of the Philippines, during her 
halt in Neyv,Delhi on her way to Iran, 
was reported to have shown interest 
in knowing about the performance of 
the Indian Railways and the possibilities 
of India assisting the Philippines in 
developing its railway system. It is a 
pity that Mrs Marcos did not have a 
chance of meeting Mr B.C. Ganguly 
who was at that time still the Chairman 
of the Railway Board. Mr Ganguly, 
1 am sure, would have told her more 
than an earful and Mrs Marcos, it is 
equally certain, would have profited 
greatly by at least learning how a rail¬ 
way ought not to be run. 

When Mr Ganguly decided to Jock 
himself up in Ins' saloon, after it had 
been detached from the Chetak Express, 
it was quite evident that he was acting 
under great mental pressure. Normally 
a man of his position and experience 
does not behave in this fashion which, 
to put it mildly, was an exceedingly 
eccentric way of one conducting oneself 
in public. It follows that, unless Mr 
Ganguly is suffering from a persecu¬ 
tion complex, there must be some 
substance in his charge that he has been 
systematically humiliated and harassed 
over a period. It is only in such cir¬ 
cumstances that a senior administrator, 
who has held high and responsible posi¬ 
tions in a public utility of the dimen¬ 
sions of the Indian Railways*, could have 
lost his judgment including especially 


his sense of proportion as Mr Ganguly 
had. 

Mr Hanumanthaiya has volunteered 
that the difficulties that had arisen bet¬ 
ween Mr Ganguly and himself were 
entirely because he, as Minister, had to 
intervene to put matters right when he 
found that the board was not pulling 
together because of internal squabbles. 
What could be readily accepted in hi$ 
explanation is that the Railway Board 
is a house divided against itself How 
far Mr Ganguly has been responsible 
for this situation and how* far one 
or more of his colleagues is a question 
which remains to be answered. An 
even more important issue is whether 
the minister himself is free of blame in 
this matter. To put it bluntly, can it 
be that Mr Hanumanthaiya has been 
encouraging certain members of the 
railway Board or other high railway 
officials in their conflicts with Mr Gan¬ 
guly and even exploiting cliques in the 
railway administration for his own 
purposes? The so-called reorganisa¬ 
tion of the Railway Board has clearly 
shown that a great deal of intriguing 
had been going on in high places. What 
exactly has been Mr Hanumanthaiya’s 
role in tlvs sordid affair? Reports sug¬ 
gest that the minister had been over- 
zealous in getting himself a new Chair¬ 
man of the Railway Board who would 
be more to his taste. 

In fairness to Mr Hanumanthaiya, 
however, it should be granted that he 
must have an adequate opportunity 
for explaining the invidious position in 
which he finds himself If Mr Ganguly 
has a personal responsibility for expos¬ 
ing the functioning of the Railway 
Ministry to ridicule, Mr Haiuimanlhai- 
ya at least has the ministerial responsi¬ 
bility for the entire railway administra¬ 
tion and indeed the public services being 
made to run tht risk of demoralisation 
at their several hierarchical levels. 
The Lok Sabha scheduled to meet short¬ 
ly cannot afford not to insist on a dis¬ 
cussion of this episode. So far as Mr 
Hanumanthaiya is concerned, he 
would no doubt be justified in seeking 
an opportunity to vindicate himself 
threugh a debate in Parliament. If, 
however, he feels that he should resign 
'immediately on the sufficient ground 
that he cannot continue to function 
effectively as a Railway'Minister in full 
enjoyment of the loyalty of his officers 
and the confidence of the public, he 
need not let himself be dissuaded from 
following this austere course. 
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Trade 

RESOURCES FOR PI-4N 

Thf opposition of state governments 
to the handing over of the administra¬ 
tion of agricultural income-tax to the 
central government resulted, at the 
last week’s chief ministers’ conference, 
in the decision to appoint an experts 
committee to examine the centre’s pro¬ 
posal to link or merge income-tax with 
agricultural income-tax. The commi¬ 
ttee, to be constituted in consultation 
with ‘ state governments, will be re¬ 
quired to submit its report within six 
months of its coming into being. 

The plea that state governments 
should allow the centre to levy agricul¬ 
tural income-tax was forcefully made 
by the union Minister for Planning, 
Mr C. Subramaniam. He argued that 
if the issue was not handled by the 
centre, there could be large-scale eva¬ 
sion of the tax, as a person could re¬ 
duce his tax liability by distributing his 
agricultural holdings over several states. 
Mr Subramaniam further pointed out 
that if the agricultural income-tax was 
administered by the centre, there could 
be a good deal of saving in the administ¬ 
rative expenditure on the collection of 
revenue from this source. 

Although recognising the need for 
raising more resources for development, 
several chief ministers cast doubts on 
the very principle of taxing farm in¬ 
comes. Most of them favoured other 
methods of raising resources from the 
agricultural sector. These included 
levy of cesses on profitable cash crops, 
imposition of land revenue surcharge, 
increase in power and water rates, en¬ 
hancement of betterment levy and wi¬ 
dening the scope of sales tax. 

The states, however, reacted more 
favourably to the proposal of the centre 
to effect economies in Plan as well as 
non-Plan expenditure. Most of them 
agreed to a cut of at least five per cent 
in their non-Plan expenditure; one state 
even proposed a cut of 10 per cent un¬ 
der this head. Substantial economies 
in Plan expenditure (about Rs 250 
crores), it was felt, could be effected 
wit ho u t jeo pard isi ng development a l 
effort, if the building code of the Na¬ 
tional Building Corporation was uni¬ 
versally applied. There was also stated 
to be good scope for economy through 
revising purchase and sales policies. 

It was disclosed at the meeting that 
the states had already raised Rs 777 
crores additional resources during the 
past three years, as against the fourth 
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Plan target of Rs 1,098 crores. The 
centre had exceeded its target with two 
years of the Plpn yet to go. The in¬ 
crease in non-Plan expenditure, how¬ 
ever, had nullified much of this effort. 
Price rise too had raised the cost of 
projects far above the original esti¬ 
mates. The need for mobilising addi¬ 
tional resources, it was stressed, arose 
out of this fact. 

STATE OVERDRAFTS 

The union Minister for Finance, Mr 
Y.B. Chavan, drew the attention of the 
chief ministers to the necessity of con¬ 
taining their overdrafts with the Re¬ 
serve Bank lest the price level should 
get out of hand. He called for stringent 
financial discipline on their part also 
on the ground that large sums of money 
were required to look after the massive 
influx of refugees from Bangla Desh. 

. In separate discussions with some 
state chief ministers, Mr Chavan indi¬ 
cated that the centre would soon evolve 
a general policy to check state govern¬ 
ments from running up unauthorised 
overdrafts with the Reserve Bank. The 
chief ministers on their part referred to 
various factors, including drought in 
some areas and unprecedented floods 
elsewhere, which had necessitated re¬ 
sort to overdrafts. The Chief Minister 
of Tamil Nadu defended his state’s 
overdrafts on the ground that develop¬ 
ment had to be accelerated. 

KHARIF PROCUREMENT 

The conference of state chief minis¬ 
ters also dwelt upon the procurement 
policy for kharif crops. The consensus 
was that the recommendation of the 
Agricultural Prices Commission (APC) 
that the procurement price for rice 
should remain unchanged should be 
accepted. As regards coarse grains, the 
chief ministers unanimously turned 
down the APC suggestion that these 
grains should be acquired at the mar¬ 
ket price—from Rs 45 to Rs 55 per 
quintal. It was agreed that the pro¬ 
curement price for coarse grains should 
be uniformly maintained at Rs 55 per 
quintal. 

Some chief ministers expressed doubts 
about the achievement of the rice pro¬ 
curement targets fixed for their states 
by the APC. The rioe crop in most 
states, it was pointed out, had been hit 
by either drought or floods. The officials 
of the central government, however, 
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were of the view that the overall target 
of procuring 4,3 million tonnes of rid& 
this year could^ be? achieved, as larger 
procurement in Punjab and Haryana 
could offset the lower proceeds due to 
damage to crops in states like Tamil 
Nadu, Orissa, Andhra Pradesh, Madhya 
Pradesh, Uttar Pradesh and West 
Bengal. The plea of Haryana and Pun¬ 
jab for an increase in the procurement 
price for rice, of course, was not accep¬ 
ted. Surprisingly enough, there was 
no controversy on the question of move¬ 
ment of foodgrains from one state or 
zone to another; it was unanimously 
agreed that the existing food zones 
should continue. 

COAL MINES TAKEOVER 

Under an ordinance promulgated by 
President V.V. Giri on October 16, 
the union government has taken over 
with immediate effect the management 
of all coking coal mines, pending 
nationalisation of such mines later. 
In all 214 coking coal mines, of which 
211 are in Bihar and three in West 
Bengal, will come under the manage¬ 
ment of the government. This step has 
been taken with a view to reorganising 
and reconstructing the coking coal 
industry in order to ensure effective con¬ 
servation, scientific exploitation and 
development of coking coal. Pending 
nationalisation, the ordinance provides 
among others for payment of ‘Manage¬ 
ment Compensation’ by the government 
to the owners of these mines for vesting 
in it the management of such mines. 
The compensation will be 25 paise per 
tonne of coal on the average monthly 
production of coal from such mines 
during the calendar years 1968, 1969 
and 1970. The Ministry of Steel and 
Mines explained that the conservation 
of coking coal, which was vital for the 
steel industry, would be possible only 
in large and rationalised units. The 
mining of coking coal in most of the 
private sector units was, however, at 
present being done in a very wasteful 
manner, the press note stated. There 
was indiscriminate slaughter-mining in 
many cases alftl the limited coking coal 
reserves had already been adversely 
affected by a number of other factors. 
Further, the efforts made by the govern¬ 
ment in the past to secure voluntary 
amalgamation of small mining units into 
larger units had failed to yield the de¬ 
sired results. It had, therefore, become 
necessary for the government to assume 
in the public interest, complete responsi¬ 
bility for reorganisation and reconst¬ 
ruction of the coking coal industry. 
An organisation for the management 
of the mines taken over has been set 
up at Dhanbad with Mr K.S.R. Chari, 
Chief Technical Adviser, Ministtry or 
Steel and Mines, as Custodian Gene¬ 
ral. There will be a number of custo* 
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dians under him* each in charge of 
a specified number of mines, 

JAYANTI SHIPPING 

The Jayanti Shipping Company was 
nationalised on October 17 by a presi¬ 
dential ordinance providing for ac¬ 
quisition of all the shares. The Jayanti 
Shipping Company (Acquisition of 
Shares) Ordinance, 1971, stipulates that 
all except 100 shares will stand trans¬ 
ferred to and vested in the Shipping 
Corporation of India, which has been 
managing the company since;. June 10 


1966* The central government took 
over the management in terms of the 
Jayanti Shipping Company (Taking- 
over of Management) Act, 1966. The 
100 shares set apart will be transferred 
to the nominees of the centre. 
The government will pay the share¬ 
holders Rs 4.60 crores as com¬ 
pensation. This amount will be 
apportioned among the shareholders 
according to the number of shares held 
by them. The shareholders can opt to 
receive the amount either in cash or 
in bonds in three annual instalments 
Such shareholders as are eligible fo r 


compensation not exceeding Rs two 
lakhs, can apply to the government 
seeking full payment of the compensa¬ 
tion. The ordinance provides for an 
interim board of management to run 
the company till the constitution of a 
board in accordance with the memo¬ 
randum and articles of association 
of the company. 

DIFFERENTIAL RATE OF INTEREST 

I he union Finance Minister Mr Y.B. 
Chavan, indicated at a meeting of 
Parliamentary Consultative Committee 
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The biggest-ever single 
export order for a single 
brand, the biggest-ever in 
both quantity and value I 
The mammoth export 
to U.S.S.R., completed 
by Golden Tobacco 
Company within a brief 
span of seven months, , 
is indeed an epoch-making 
event in the history of 
India's cigarette industry. 
For long the largest 
selling all-India brand of 
its kind, Panama now 
sets out to earn fame and 
foreign exchange for 
the country. 

Justly proud of this 
export performance is 
Golden Tobacco 
Company, wholly Indian 
in ownership, control, 
management and 
know-how. 
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for his Ministry that he Was convinced, 
after his recent visit to France, that a 
differential rate of interest on bank 
credit should be introduced in this 
country. Hitherto, the government had 
been hesitating to take a decision on the 
controversial recommendation of the 
Hazari Committee on differential rate 
of interest. A section of the Planning 
Commission was believed to be in favour 
of such a system. Mr C ha van told 
the committee that the recommenda¬ 
tion of the Hazari Committee was un¬ 
der consideration and a decision would 
be taken soon. The Finance Minister 
announced the government was conside¬ 
ring a proposal to launch a target and 
time-oriented programme through the 
banks to generate employment. 

ASSISTANCE FOR BANGLA DESH 

Birla Jute Mfg. Co. Ltd has contribu¬ 
ted 25,000 sets of aluminium utensils, 
10,000 blankets and a mobile hospital 
fitted on a Telco truck for the benefit of 
the evacuees from Bangla Desh. Distri¬ 
bution of blankets will be undertaken 
some time in October and the mobile 
hospital shall also start functioning 
from November to cater for the needs 
of ailing refugees in the various centres. 
The total amount spent on the relief 
measures will be over Rs six lakhs. 

U.S. CUT ON TEXTILE IMPORTS 

The United States has announced the 
lifting of 10 per cent surcharge on im¬ 
ports of textiles following agreement 
reached with Japan, South Korea, 
Formosa, and Hong Kong to restrain 
a flow of textiles to the USA for three 
to five years. The agreements signed 
with these countries restrict the growth 
of man-made fibre and wool imports 
front these countries to an annual 
growth of between five and 7.5 per cent. 
In return, the US has lifted its 10 per 
cent import surcharge on textiles from 
all countries. Mr Peter Peterson the 
Presidential Economic Adviser, em- 
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phasised he was referring to all count¬ 
ries and not only to the four states 
with which agreements were being 
reached. 

REBATE ON SUGAR EXCISE 

In view of the damage done to sugar¬ 
cane crop due to heavy floods in some of 
the main cane growing areas and drou¬ 
ght conditions in some other areas 
and the likely adverse effect of these on 
sugar production, the union government 
has decided to give an incentive by way 
of concession in excise duty to t he sugar 
factories for higher production. "A 
rebate of excise duty at the rate of Rs 
17 per quintal will be allowed on the 
quantity of sugar produced by any fac¬ 
tory during the period October 1, 1971 
to November 30, t 1971, which is in ex¬ 
cess of SO per cent of the quantity pro¬ 
duced by that factory during the corres¬ 
ponding months in 1970, A similar re¬ 
bate of Rs 16 per', quintal will be allow¬ 
ed on the quantity produced during the 
remaining ten months of the sugar 
season, from December 1, 1971, to Sep¬ 
tember 30, 1972, which is in- excess of 
80 per cent of the quantity produced 
during the corresponding period of the 
previous season. 

REVIEW OF EXCISE PROCEDURE 

A five-member committee has been 
set up to review the working of the 
Self Removal Procedure (SRP) in res¬ 
pect of excisable commodities. Under 
the SRP, introduced in 1968, excisable 
goods can be cleared by the manufac¬ 
turers themselves. No on-the-spot cont¬ 
rol is exercised by the central excise 
authorities. The committee is headed 
by Mr B. Venkatappiah, former Mem¬ 
ber of the Planning Commission. The 
other members are: Mr Bhaskar Mitter, 
President, Associated Chambers of 
Commerce and Industry; Mr G.B. 
Newalkar. President, Federation of 
Associations of Small Industries of 
India; Mr K.B.K. Rao, Senior Econo¬ 
mist, National Council of Applied 
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Economic Research, New Delhi; and 
Mr S.P. Kampani, Member, Central 
Board of Excise & Customs, govern¬ 
ment of India. The committee vWIl de¬ 
termine whether SRP has achieved its 
objectives or has led to evasion of 
central excise levy and, if so, in which 
areas. It will also examine whether any 
items are not suitable for clearance 
under SRP. Besides recommending 
changes in the scheme, if necessary, 
the committee wifi suggest alternatives 
to SRP in respect of goods which do 
not fit into the scheme properly. It will 
also go into the organisational set-up 
of the Central Excise Department for 
collection of duties under SRP. The 
committee has been asked to submit 
its report by the end of June next year. 

NAMES IN THE NEWS 

Prof Simon Kuznets of Harvard Uni¬ 
versity, Massachusetts in the United 
States, will receive the Nobel Prize in 
Economics, the Swedish national news 
agency reported recently. 

Dr Bharat Ram was awarded the 
“Man of the Year” award for his 
“outstanding achievements as the first 
Asian President of the International 
Chamber of Commerce" at a recent 
seminar inaugurated by Vice President, 
Mr G.S. Pathak. The main purpose of 
the seminar was to help establish pur¬ 
poseful rapport between the enterprise 
and authority for a solution of the na¬ 
tion’s economic problems. 

Mr. B.S.D. Baliga, Member Staff, has 
taken over as Chairman of the Railway 
Board, As already announced, he will 
hold office for two years. He succeeds 
Mr B.C. Ganguli, who has retired. 
Mr M.N. Bery, General Manager, 
Northern Railway, has taken over as 
Member Staff from Mr Baliga. Mr 
N.S. Swaminathan, Member Transpor¬ 
tation, is to go on leave preparatory to 
retirement when he will be succeeded 
by Mr B.N. Raul, General Manager. 
Western Railway. 


container handling berth. It will have 
a portainer crane of 30-ton payload for 
lifting containers on and off vessels and 
one 30-ton transtainer crane for stack¬ 
ing of containers. In future, an addi¬ 
tional transtainer crane will be provided. 
The berth will have a shed for stuffi- 
ing and unstuffing of containers and a 
back-up area of 180,000 sq. ft. for sto¬ 
rage of over 1500 containers up to three 
tiers. This berth will be served both by 
rail and by road for distribution. 

I hope this letter will dispel any 
confusion that might have arisen by 
the above articles in the minds of 
your readers. 

Rabindra N. Ghosal 
Institute of Port Management 
20, Garden Reach Road, 
CALCUTTA-43 


Readers* Roundtable 

CONTAINERS AND CONTAINER PORTS 


Sir—J have read with interest the 
articles on Containers by Mr. S.K. 
Ray and Container Ports by Mr J. 
Hennessy published in the September 
3, 1971, issue of your journal. 

As regards containers may T say that 
10 feet long containers with standard 
height and width <8'x8') are also being 
very extensively used by various shipp¬ 
ing lines, mostly by Japanese shipping 
interests operating on the Japan to 
Pacific coast of US trade. The Sealand 
Company of USA, which have been the 
pioneers in the movement of containers 
on their own ileet of specially equipped 
vessels, have standardised their own 


containers at 35 feet in length which, 
this company believes, gives the opti¬ 
mum payload for intermodal container 
movements. 

As regards the container ports of 
the world, the article referred to above 
states that although India has began to 
shew some interest in container ports, 
no firm plans have yet -been published. 
This unfortunately does not reflect the 
correct position. As you may be aware 
the Haldia Dock Project which is being 
executed by the Calcutta Port Com¬ 
missioners to provide deep drafted 
shipping terminal facilities, includes 
provision of a fully equipped modern 
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Company Affairs 


SHRI DINESH MILLS 

Shri Djnfsh Mills Ltd will enter the 
capital market with an issue of 7,500 
equity shares of Rs 100 each at par 
on October 25, J971. The issue will 
close on October 30, 1971 or earlier at 
the discretion of the directors but not 
before October 27, 197L The com- 

E has an authorised capital of Rs 70 
; made up of 50,000 equity shares 
of Rs 100 each and 20,000 unclassified 
shares of Rs 100 each. It has issued, 
subscribed and fully paid-up capital of 
Rs 32.50 lakhs made up of 32,500 
equity shares of Rs 100 each. The 
present issue has been underwritten by 
Harkisondas Lukhmidass (Rs 3 lakhs), 
H. P. Mehta & Company (Rs 2 
lakhs), Pankaj Ishwarlal Kapadia (Rs 
1,75 lakhs), M. K. Chokscy & Co, 
(Rs 50,000), and K. J. Shah 8c Sons 
(Rs 25,000). The company manu¬ 
factures endless woven felts, required 
by the paper & r board, asbestos, cement, 
textile and allied industries. The com¬ 
pany also continues to manufacture all 
wool, ‘terene' wool and synthetic suit¬ 
ings, blankets, tweeds, machinery cloths, 
filter cloths, serges, etc. The company 
propos. s to substantially expand its 
felt project at Baroda. The company 
has received industrial licence for subs¬ 
tantial expansion so as to increase its 
production of such felts from 78 tonnes 
to 250 tonnes per year. The company has 
also received necessary import licence 
for the total amount of Rs 52.73 lakhs 
for import of required machinery for this 
project. The company has entered into 
a technical know-how collaboration with 
Albany Fell Company of Canada Ltd, 
who are one of the leading manufac¬ 
turers of all types of endless woven 
felts in the world. The collaborators 
will provide all technical information 
and know-how. The plant is situated 
at Baroda. 

SOUTH INDIA SHIPPING 

South India Shipping Corporation 
Ltd recorded an impressive profit of Rs 
218 lakhs during the year 1970, stated 
Mr J. H. Tarapore, chairman, while 
addressing the shareholders at the 
annual general meeting held recently. 
He added that at the end of the fourth 
year of operation of the company’s full 
fleet, the capital reserve ratio stood at 
1 : 5, which was a gratifying situation. 
The company has increased the rate of 
dividend to 15 per cent on the equity 
paid-up capital, as against 7.5 per cent 
paid in the last two years. He told the 
shareholders that the directors had 


recommended the conversion of the 
present partly paid-up shares into fully 
paid-up shares which would entail 
capitalisation of the general reserve to 
the extent of Rs one crore. 

Mr Tarapore pointed out that the 
company was actively investigating the 
possibilities of acquiring additional ton¬ 
nage and diversifying intoother specia¬ 
lised trades, even though the Shipping 
Development Fund Committee hpd 
made their terms and conditions, for 
granting loans, more stringent than it 
used to be in the past. The chairman 
was critical of the withdrawal of deve¬ 
lopment rebate for vessels acquired 
after May 31, 1974. For benefit under 
Section 80-J of the Income Tax Act, 
1961, the basis for calculation of capi¬ 
tal employed has been so amended as to 
practically negate this benefit. The 
tenure of the Shipping Development 
£und Committee loan has been reduced 
from two to one year and the elective 
rate of interest has been increased from 
three to 41 per cent. He further stated 
that though the Shipping Development 
Fund Committee was not one of the 
institutions, notified by the govern¬ 
ment. which could at its instance, con¬ 
vert loans into equity capital, it was 
disturbing to hear that, at the instance 
of the Department of Company Affairs, 
the ban agreements between the Ship¬ 
ping Development Fund Committee and 
twe other shipping companies, were 
reported to contain provision for con¬ 
vertibility of loan into equity. He stated 
that this measure would retard the ex¬ 
pansion of the Indian merchants fleet. 
He hoped that the government would 
take corrective measures so that ship¬ 
ping could expand and the objective of 
carrying 50 per cent Indian cargoes in 
Indian bottoms was achieved. 

The chairman indicated that the 
market had remained depressed and 
rock bottom freight rates continued to 
be paid in the principal bulk trades. 
Since December last year, he pointed 
out, the Hampton Roads/Japan coal 
freight rate has dropped from #8.25 
to $3.70 per ton: the U.S. Culf/Holland 
grain has dropped from $5.65 to 
$2.65 and the Gulf/Japan grain from 
$ 7.85 to $ 4.25. The position in 
Pacific trades was worse. A recent 
iron ore fixture from Australia to 
Japan was only paid $ 1.25. Apart 
from the customary summer recession 
in demand and the currency crisis, the 
US dock strike on the Pacific Coast, 
together with the present threat of 
strikes in the US coal mines and US 


Gulf and Atlantic ports, had further 
complicated the problems presently 
confronting the shipowners, he added. 

BIHAR ALLOY 

According to the clarification issued 
by the Central Board of Direct Taxes, 
to Bihar Alloy Steel Ltd, the 36,50,000 
equity shares of the company issued 
by prospectus dated May 5, 1971 for 
which subscription list was opened on 
May 25, 1971 and closed on May 27, 
1971 s would be exempt from Wealth- 
tax under the provisions of Section 5 
(l)(xx) of the said Act. 

OIL INDIA DEBENTURES 

The Minister for Petroleum,.Mr P.C 
Sethi, drew lots for the redemp¬ 
tion of the fourth instalment (Rs 
three crores) of the 6.5 per cent 
Rs 30 crores debenture stock, 1968- 
1977, raised in 1962, at a function in 
New Delhi on October 19, 1971. The 
company raised loans and debenture 
stock, totalling 1 1.38 crores in sterling 
and Rs 31 crores in rupees, to finance 
its major operations. Out of these, 
the company has already paid back, 
by the end of 1970, f 90.5 lakhs of the 
sterling loan and Rs 9.00 crores of the 
debenture stock. Out of the total out¬ 
standing loans of Rs 22 crores payable 
in rupees at the end of 1970, Rs 21 
crores is against debenture stock. With 
the proposed redemption of Rs 3 crores 
against the said stock, this year, the 
balance of debenture stock would stand 
at Rs 13 croris. , 

GOODYEAR 

Goodyear—1 ndif’s Ballabgarh fac¬ 
tory completed a decade on August 6, 
1971. The Ballabgarh plant started with 
a modest manufacturing capacity of 
210,000 tyres a year. During the last 
ten years the company has been making 
rapid progress both in the volume of 
production and sales and earnings. 
Today the licensed capacity of the two 
automotive tyre factories has been, 
increased to 600,000 units and the two- 
million capacity bicycle tyre plant went 
on stream on May 7, 1971. The foun¬ 
dation of the second automotive tyre 
plant and the new bicycle tyre plant 
which was laid by Mr Fakhruddin Ali 
Ahmed was completed in record 
time. During the decade the Ballab¬ 
garh production, in terms of tonnage, 
rose from 655 metric tonnes in 1961 
to 13,856 metric tonnes in 1969. The 
company's sales and earnings have also 
recorded a significant rise during these 
fen years. Sales in 1961 were Rs 8.27 
crores as compared to Rs 25.28 crores 
in 1970. Profit before tax in 1970 was 
Rs 1.29 crores, while profits for the 
year 1961 totalled Rs 28.06 lakhs. The 
company exported products worth 
more than Rs 74 lakhs last year. Good- 
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year’s export performance indicated 
that its products enjoyed high customer 
acceptance abroad. 

INDIAN ALUMINIUM 

The board of directors of Indian Alu¬ 
minium Company Limited declared, at 
a meeting held recently, an interim 
dividend of Rc 0.66 on each fully paid , 
ordinary share of the company. The 
directors have announced that sales 
for the first six months of the year 
totalled Rs 19.8 crorcs compared to 
Rs 14,52 crores in the corresponding 
period of 1970. In the previous year, 
production and sales had been restrict¬ 
ed by a strike at the company’s Hirakud 
smelter which lasted for 90 days. With 
a period of uninterrupted production, 
improvement in operating efficiencies, 
particularly at Belgaum which was in 
the process of starting up last year, and 
a high volume of sales, there has been a 
substantial improvement in earnings 
compared with the firsr half of 1970. 
Net profit after taxes and the provision 
of Rs 1.30 crores for development re¬ 
bate was Rs 2.30 crores compared with 
Rs 1.07 crores for the first half of 1970 
after the provision of Rs 63 lakhs for 
development rebate. However, raw 
material prices and labour costs were 
increasing rapidly and recently product¬ 
ion efficiencies have been hampered by 
difficulties in obtaining regular and 
timely supplies of essential raw mate¬ 
rials. The approval of the Controller 
of Capital Issues, to the company’s 
proposed issue of bonus shares in the 
proportion of one new ordinary share 
fer every two existing ordinary shares 
was still awaited. 

LICENCES & LETTERS OF INTENT 

The following licences and letters of 
intent were issued under the Industries 
(Development and Regulation) Act 
1951, during the two weeks ended May 
15, 1971. The list contains names and 
addresses of the licensees, articles of 
manufacture, types of licences — New 
Undertaking (NU); New Article (NA); 
Substantial Expansion (SE); Carry on 
Business (COB): Shifting and annual 
installed capacity. 

LICENCES ISSUED 

Electrical Equipment 

M/s Universal Cables Ltd, P.O. 
Birla Colony, Satna (MP). (Madhya 
Pradesh)—AAC/ACSR Conductors— 

1500 tonnes p.a. (COB). 

Telecommunications 

M/s John Prasad, 45, First Main 
Road, CIT Nagar, Madras-35. (Jammu 
& Kashm ir)—Television Receivers— 
10,000 nos. p.a. (NU). 

Transportation 

M/s Dunlop India Ltd. 57-B, Mirza 
Ghalib St, Oaleutta-16, (Saha Ganj, 
Distt. Hooghly—West Bengal)—Bicy¬ 
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cle Rims—28,00,000 nos. p.a. (COB); 
M/s Godrej & Boyce Mfg. Co. (P) 
Ltd, Lalbaug-Parel. (Bombay-12 D.D. 
—Maharashtra)—3 tonne-Elcctric Ope¬ 
rated. Fork Lift trucks—100 Nos p.a. 
within the overall capacity of 475 nos 
p.a. for the manufacture of Fork Lift 
trucks. (NA). 

Industrial Machinery 

M/s Ingersoll Rand (India) Pvt. Ltd, 
Khanna Construction House, 44- Mau- 
lana Abdul GhalTar Road, Worli, 
(Bombay-18-Maharashtra)-Down Hole 
Hammer Drill (Blast Hole Drill 
Tool)—100 nos p.a. (COB); M/s 
Dalai Engineering (Pvt.) Ltd, 
‘Shanaz, 5C, 90, Napean Sea Road, 
Bom bay-6. (Bombay- Ma haras ht ra)— 
Chemical Machinery and equipment 
such as Fermentor Tanks, Stirrer Fil¬ 
ter*, Reaction Vessels Heat Exchangers, 
Kettles, Percolators, Dccantor, Coating 
Pan, Pressure Vessels, Evaporators, 
Containers, Condcnsor and Reactor and 
spare parts and accessories—worth Rs 
30 lakh p.a. (COB). 

Machine Tools 

M/s Veljan Hydrair (P) Ltd, Baia- 
nagar, Hyderabad-37 (Hyderabad— 
Andhra Pradesh)—Pneumatic Equip¬ 
ments such as Peneumatic, Cylinders, 
Chunk, Vices, Hydro-Pneumatic Drill 
Feed Units, Pneumatic Control Valves, 
Filters, Retractors, etc.—worth Rs 10 
lakhs p.a. (COB). 

Mechanical <fc Engg. Industries 

M/s Poly pick (P) Ltd, Bombay Mu¬ 
tual Bldg., Dr D.N. Road, Bombay-J. 
(Madhya Pradesh)—Extruders—239 
MM capacity. (COB); M/s Walchand- 
nagar Industries, Ltd, Construction 
House, Walchand Hirachand Marg, 
Ballard Estate, Bombay-1. (Mahara- 
rashtra)—1. Compression Moulding 
Machines—1291 tonnes 2.3-Injection 
Moulding Machines—310 gins. (11 
ounces). (COB). 

Office & Household Equipment 

M/s Hyderabad Allwyn Metel Works 
Ltd, Sanatnagar, Hyderabad-10. (An¬ 
dhra Pradesh)—Domestic Refrigerators 
(of ail sizes)—30,000 Nos including 
compressors for captive use only. (SE). 

Industrial Instruments 

M/s Baroda Electric Meters Ltd, 
Vithal Udyog Nagar, Vallab Vidya- 
nagar, Via. Anand (Gujarat)--Poly¬ 
phase Kilowatt hour meters —43,200 
nos p.a. (after expansion). (SE). 

Drugs & Pharmaceuticals 

M/s Biological Evans Ltd, 18/1 & 
3, Azmabad, Hyderabad-20. (Andhra 
Pradesh)—Para Amino Salicylic Acid 
and its Salts—expansion from the exist¬ 
ing capacity of 60 tonnes to 120 tonnes. 
(SE); M/s Alembic Chemical Works 
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Co. Ltd, Alembic Road, (Baroda-3- 
Gujarat) — Streptomycin Sulphate—20 
tonnes p.a. (COB). 

Textiles 

M/s Gagalbhai Jute Mills, Division 
of Mafatial Gagalbhai & Co. (P) Ltd, 
Himalya House, 8th Floor, 38-Chow- 
ringhee Road, Calcutta-16. (West 
Bengal)—Jute Carpet Backing Cloth 
—60 broadlooms to produce 3048 ton¬ 
nes of carpet backing cloth. (SE). 

Paper & Pulp 

M/s Dcshbandhu Plastic Industries 
(P) Ltd, Dungri (W. Rly.) (Distt Bulsar, 
Gujarat)—Plastic Coated Paper Board 
and packaging material—1000 tonnes 
p.a. (COB). 

Vegetable Oils & Vanaspati 

M/s Baliarpur Paper & Straw Board 
Mills Ltd, (S.G. Vegetable Products— 
Vanaspati Division), Thapar House, 
124, Janpath, New Delhi-1 (Yamna- 
nagar, Distt. Ambala-Haryana) — 
Vanaspati—100 tonnes after expansion 
per day. (COB); M/s Kothari Oil 
Products Co, Ashapura Road, Kothari 
Kunj, (Rajkot—Gujarat) -Vanaspati— 
25 tonnes per day. (COB). 

Cement & Gypsum Products 

M/s Century Cement (A Division 
of Century Chemicals), Industry 
House, 159-Church Gate Reclamation, 
Bombay-20 (Tilda, Distt. Rai, 
Madhya Pradesh)—Portland Cement 
—600,000 tones p.a. (COB); M/s 
Saurashtra Cement and Chemical 
Industries Ltd, Ranavav-2. (Gujarat)— 
Portland Cement—expansion from the 
licensed capacity of 330,000 tonnes 
p.a.—The total capacity after expansion 
—863,180 tonnes p.a. (COB); M/s 
Birla Cement Works, UCO, Bldg., 4th 
Floor, Parliament Street, New Delhi. 
(Chittorgarh, Distt. Chittorgarli—Ra¬ 
jasthan) — Portland Cement — Total 
capacity of 400,000 tonnes p.a. (2 lakh 
tonnes for existing plant and 2 lakh 
tonnes for expansion). (COB/SE); M/s 
The Andhra Cement Co. Ltd, P.B. No. 
501, Gandhinagar, P.O. Vijayawada-3. 
(Andhra Pradesh)—Portland Cement— 
38,860 tonnes p.a. on the basis of maxi¬ 
mum utilisation of plant and machi¬ 
nery. The total capacity of the plant 
is 2.4 lakh tonnes p.a. (COB). 

LETTERS OF INTENT 
Metallurgical Industries—Ferrous 

M/s Nathani Steel Yard, Adjoining 
Vidyavihar Railway Station (West), 
Bombay-86. (Maharashtra)—Y. Castel¬ 
lated Beams -10,000 tonnes p.a. 2. Wide 
Flanged Beams ‘T* Sections and its 
allied fabrication—5,000 tonnes p.a. 
(NA); M/s The Industrial Development 
Corporation of Orissa Ltd, P.B. No 78, 
Bhubneshwar-I. (Distt.—Puri, Orissa). 

( Gujarat) — Ferro - Chrome / Silico- 
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Chrome—15*000 tonnes p*a. (25,000 
tonnes after expansion). (SE); M/s 
Evergreen Wirecloth Factory, 151/1 
55, Princess St., Bombay-2. (Maha¬ 
rashtra)—Welded wire mesh—0.50 mil 
lion sq. meters p.a. (Le. 120 tonnes p.a.) 
1.00 Million Sq. Metres per annum 
(240 tonnes p.a.) after expansion. (SE) 

Electrical Equipment 

Shri K.N, Patel, C/o Vikram Electric 
Co., Advani Chambers, SirP.M. Road, 
Fort, Bombay-1. (Gujarat)—Magnetic 
Recording Tapes—40 million running 
feet p.a. (NU); M/s Kerala State Indus- 
rial Development Corp. Ltd, Vellayam- 
balam, Trivandrum. (Trivandrum-Kc- 
ralaV— L Microphones, Earhphones, 
Headphones & Midget loudspeakers— 
100,000 Nos. p.a. 2 Magnetic Record¬ 
ing/playback-heads — 50,000 Nos 
p.a. 3. miniature D. C. Motors — 
30,000 Nos p.a. (NA); M/s Kerala 
State Industrial Development Corpo¬ 
ration Ltd, Veliayambalam, Trivan¬ 
drum (Trivandrum-Kerala)—Magnetic 
Recording Tapes—40 million Running 
Feet p.a. (NA); Shri V. K. Gupta, 
3455/3457, Delhi Gate, Delhi-6. 
(Faridabad-Haryana)—Magnetic Tapes 
—40 million running feet p.a. (NA). 

Transportation 

M/s Imperial Auto Industries 3, 
New colony Opp. Rly. Station, Frida- 
bad) Ballabgarh-Haryana) 1. Master 
Cylinder Assemblies—8,000 Nos p.a. 
2. Wheel Cylinder Assemblies—12,000 
Nos p.a, 3, Wheel Cylinder Repair 
Kits—90,000 Nos p.a. 4. Master Cylin¬ 
der Repair Kits—60,000 Nos p.a. 
(NA); Shri R. Bhandari, C/o Shri A.N. 
Bhandari, (Retired Chief Justice of 
Punjab High Court), 13-R. Sujan Singh 
Park, New Delhi. (Gurgaon-Haryana) 
—Air Brakes—40,000 Nos p.a. (NU); 
M/s L.B. Private Ltd, 79, Apollo Street, 
Bombay-1. (Tantithiya - Gujarat)—1. 
Universal Kits—2,50,000 sets p.a., 2. 
Propellor Shafts and components— 
60,000 sets p.a., 3. Front and Rear Axle 
shafts—20,000 sets p.a. (NU); M/s 
Perfect Valves Sc Machine Tools Cor¬ 
poration, 71, Government Gate Road, 
Lalbag, Parel, Bombay-12. (Maharash¬ 
tra)—Bicycle Tubes Valves 6 million 
nos p.a. (21.7 million nos) after ex¬ 
pansion), (SE). 

Industrial Machinery 

M/s Bengal Chemical Enamel Works 
Ltd, 41, Chowringhee Road, Caicutta- 
16. (Enamelnagar-Palta-West Bengal) 
—Glass lined Vessels, like Re-actors, 
Receivers, Distillation Columns, Valves, 
Pipes and Fittings—Rs 75 lakhs. (NA). 

Machine Tools 

M/s Dancal (India) Private Ltd, Saki- 
Vihar Road, P.O. Box No 8904 Saki 
Nana, Bombay-72. (Tehsil Alibag- 
Maharashtra)—Hydraulic Cylinders, 
Pneumatic Cylinders Control Valves 


etc,—worth Rs 57.55 lakhs p.a. (NU). 
Mechanical Industries 
Smt Sudha Jugal Kithonu Jor B*gh, 
New Delhi (Thana-Maharashtra) or 
(Faridabad-Haryana) — Broaches 
4,800 Nos p.a. (NA); M/d Monttdyog, 
97, Sector-18-A, Chandigarh-18. (Har¬ 
yana or Maharashtra)-Hacksaw Blades 
—40 lakhs p.a. (NU). 

Office Sc Household Equipments 

M/s Remington Rand of India Ltd, 
3, Council House Street, Calcutta-1. 
(Faridabad-Rarayana) —Portable Ty pe- 
writersr-15,000 Nos p.a. (NU). 

Chemicals (Other than Fertilisers) 

M/s Jay Gases ^P) Ltd, G.T. Road, 
Mandi Gobindgarh, (Distt Patiala- 
Punjab)—Oxygen Gas —0.36 million 
cubic meters p.a. (NU); The Fertilizer 
Corporation of India Ltd, P-43, South 
Extension Area, Part I, Ring Road, New 
Delhi-49. (Namrup Assam)—l. Me¬ 
thacrylate Monomer—6000 tonnes p.a. 
2. Hydrocyanic Acid —3300 tonnes p.a. 
(NU); M/s Industrial Development 
Corporation of Orissa Ltd, Bhubanes- 

S ar (Orissa) — BHC Technical 25-26 % 
ama isomer—2640 tonnes p.a.; M/s 
Gannon Dunkerlcv Sc Co. Ltd, Char¬ 
tered Bank Building. Fort, Bombay. 
(Gujarat)—1. Methyl Methacrylate Mo¬ 
nomer—5,000 tonnes p.a. 2. Polymer 
of Methyl Methacrylate—2500 tonnes 
p.a. and 3. Hyderocynaic Acid—3000 
tonnes p.a. (NU); M/s Gujarat indust¬ 
rial Investment Corporation Ltd, 
4th Floor, Natraj Chambers, Ashram 
Road, Navrangpura. Ahmedabad.-9. 
(Gujarat)—I. Methyl Mathacrylate 
monomer—5,000 tonnes p.a., 2. Hydro¬ 
gen Cyanide—3,300 tonnes p.a., 3. 
Po lymet hy l Me t haey ry late (s heels)— 
2,000 tonnes p.a., 4. Polymethyl Metha¬ 
crylate (powder)—1,500 tonnes p.a. 
(NU); M/s Bharat Oxygen Co., Dr 
Barde’s Hospital, Near Nehru Garden, 
Nasik (Maharashtra) —Oxygen Gas— 
—0.45 million cubic meters p.a. (NU); 
Shri Hart Chand Gupta, C/o M/s 
Aggarwal Bros ; P. O. Marghe- 
rita (Assam) (Tinsukia in Lakhim- 
pur Distt. of Assam)-r-l. Oxygen Gas 
—0.45 million cubic meters p.a,, 2. 
Acetylene Gas—0.10 million cubic 
meters p.a. (NU); M/s Glaxo Labora¬ 
tories (India) Lid, Dr Annie Besant 
Road, Worli, Bombay-18. (Maharash¬ 
tra)—Beta Iononc — expansion from 
the present capacity of 60 tonnes to 100 
tonnes p.a. (SE); Dr Paul Lohman 
(India) Ltd, 3, Camac Street, Calcutta- 
16. (W. B.) 1. Antimony Potassium 

Tartarats. 2. Antimony Sodium 
Tartarate, 3. Calcium Propionate., 4. 
Sodium Propionate, 5. Lithium Nitrate, 
6. Lithium Sulphate, 7. Lithium Chlo¬ 
ride with overall capacity of 150 tonnes. 
(NA). 

Drugs & Pharmaceuticals 

Indian Drugs & Pharmaceuticals 


Ltd, N-It South Extension (fqrt I), 
New Delhi-49. (UF)— Empty Hard 
Gelatine capsules—200 million No 
p a. (NUK - ■. 

Paper Sc Pulp 

Shri Oovind Prasad, 6, Shahnajaf Road, 
Lucknow, (Ur)-Broaches (a cutting 
loo!) —1,500 Nos. p.a. (NU); M/>s Cap- 
rihnns (India) (Private) Ltd, Block D, 
Shivasag^r Estate, Dr Annie Besant 
Road, Worli, Bom bay-18. (Maha¬ 
rashtra)—Paper & Paper Boards in¬ 
cluding base paper for coating & lami¬ 
nation—10,000 tonnes p.a* (NU); Shri 
Satyanarayanan Khaitan, 1, Ashoka 
Road, Ahpore, Calcutta-27. (Jaipur- 
Rajasthan)—Dehydrated Onions-^1200 
tonnes p.a. (NU); M/s Kwality Food 
Products, Mysore Road, Bangalore 
(Mysore) — Biscuits — 6,000 tonnes 
p.a. (NU); Shri P.P. Vyas Sc Sundatta 
& Fibres Ltd., Chandra Lok Bldg., A, 
Flat 204, 97, Napean Sea Road, Bom¬ 
bay-6-WB. (Holi-Mysore) — Protein 
Concentrate and Formulations—8,000 
tonnes p.a. (NU). 

Glass 

Shri Raj Kumar Tuvan, 36/1, Jatin 
Das Road, Calcutta-20. (Kanpur/ 
Allhabad-LJP)—Glass Bottles—20,000 
tonnes P.A. (NLI); Shri R.K. Bajaj, 1, 
Golf Link, New Delhi-3. (Alwar- 
Rajasthan) — Glass Bottles — 18,000 
tonnes p.a. (NU). 
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RECORDS AND STATI STICS 


On November?, 1970, the then Mini¬ 
ster for Industrial Development and 
Internal Trade had stated at a meeting 
of the Central Advisory Council of 
Industries that the government would 
start public sector units in certain con¬ 
sumer industries. The Punjab, Har¬ 
yana and Delhi Chamber of Commerce 
and Industry recently asked its Econo¬ 
mic Affairs Committee to study the 
implications of this statement. The 
committee constituted a small work¬ 
ing group consisting of economists and 
senior managers to study whether there 
was a valid case for public sector partici¬ 
pation on the basis of criteria laid down 
by the government. The working group 
took up four industries for analysis; 
they were baby food, soap, scooters and 
tyres. 

The study group came to the conclu¬ 
sion that in order to achieve the objec¬ 
tive which the government had in view, 
there was need for a forward-looking 
licensing policy based on good demand 
forecasting. It discovered no shortages 
in baby food and toilet soaps and only 
marginal shortage in the case of scoo¬ 
ters, Shortages were noted in the case 
of truck tvres, tractor and earth-moving 
tyres. Full report of the committee 
follows: 

Mixed Economy 

Government's industrial policy has 
been formulated in such a way as to 
facilitate the promotion of a mixed 
ecoftomy. Even while government has 
reserved certain industries exclusively 
for the public sector, and has identi¬ 
fied certain areas where government 
would be free to set up units in the 
public sector, government has left 
consumer goods more or less to the 
private sector. Therefore, the latest 
proposal of the government — outlined 
in the Minister’s speech at the meeting 
of the Central Advisory Council of 
Industries—to expand the role of the 
public sector beyond the Industrial 
Policy Resolution, 1956, represents a 
change of the earlier accepted policy 
for the following reasons: 

(i) neither the Planning Commission 
nor any expert body has recom¬ 
mended establishment of public 
sector units in consumer goods 
industries; 

(ii) already government has reserved 
several industries for the public 
sector and small-scale sector and 
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besides co-operative units are 
encouraged to start units in 
certain agro-based industries; 

(iii) sources of finance are completely 
in the hands of government and 
besides government have stipu¬ 
lated that the public financial 
institutions will have the right 
to convert debt into equity in 
order to participate in manage¬ 
ment i.e./joint sector; 

(iv) through a series of announce¬ 
ments mack since February 1970* 
government has spelt out the new 
licensing Policy which bans lar¬ 
ger industrial houses, dominant 
undertakings and foreign com¬ 
panies from entering the middle 
sector and small-scale sector thus 
restricting their scope for fur¬ 
ther expansion, etc; and 

(v) the statement of the minister 
goes against the earlier under¬ 
standing of the role of private 
sector and maintenance of mixed 
economy. 

The decision seems to be based on 
the following objectives: 

(a) To eliminate private monopoly; 

(b) to meet critical shortages of 
consumer goods; 

(c) to hold the price line; and 

(d) to make profits for securing fur¬ 
ther investible resources for the 
public sector 

The Objectives 

The rationale and feasibility of ac¬ 
hieving all these objectives simultane¬ 
ously need to be examined objectively 
in the overall public interest. There 
arc less expensive and more direct mea¬ 
sures to achieve the first objective now 
through the Industries (Development 
and Regulation) Act and the Monopo¬ 
lies Act. In two of the four industries 
studied here and identified by govern¬ 
ment for participation, there are units 
run either by co-operatives or small- 
scale entrepreneurs who control size¬ 
able shares of the markets for these 
products. Therefore, government’s 
attempt to eliminate monopolies in 
such consumer industries would hard¬ 
ly serve the purpose. It would lead to 
diversion of scarce resources which 


October 22, 1971 

could be used for more important social 
purposes. 

The second objective j.e. meeting criti¬ 
cal shortages, is doubtful of achievement 
in most consumer industries because 
government’s participation in other in¬ 
dustries has not helped the economy to 
overcome shortages. Steel, newsprint 
and pharmaceuticals illustrate this 
point. If it is difficult for government 
to meet the demand in these industries, 
it will be all the more difficult in con¬ 
sumer goods., because manufacturing 
consumer products according to the 
changing tastes and preferences of con¬ 
sumers is a highly sophisticated mana¬ 
gerial job, demanding a range of skills 
and resources from R&D and market 
research to the establishment of na¬ 
tional distribution system. 

The third objective of holding the 
price line is, again, not likely to be 
effective for the following reasons: 

Past Experience 

Our experience in bread, textiles, 
soap, etc. does not encourage us to be¬ 
lieve that government units will pro¬ 
duce at cheaper costs than private units. 
In the bread industry. Modern Bakeries 
are selling bread at the same rate as the 
private units. Even in the case of other 
products, prices cf public sector units 
are not very different, and hence, there 
is no reason to believe that the con¬ 
sumer is likely to benefit by lower 
prices. Besides, in the case of industries 
whose raw materials come from the 
farm e,g., milk for babyfood or vege¬ 
table oils for soap, government is in no 
position to lower farm prices in their 
production. These account for 50 per 
cent to 80 per cent of costs. 

The fourth objective is possible to 
achieve only when the second and 
the third objectives are achieved 
successfully. Again, the point to consi¬ 
der is whether the public sector 
units can price their products lower 
than those of the private sector units, 
and stiff make profits because govern¬ 
ment units have a widespread record of 
higher costs per unit of production. 
Modern Bakeries arc working at a loss, 
though they have made some impact 
on the market, and we are informed 
that a number of small and medium 
bakeries have had to close down. 

Government’s resources position 
hardly encourages any sizeable in¬ 
vestments in a range of consumer in¬ 
dustries. It is not easy to mobilise Rs 
12,438 crones of domestic resources for 
the public sector fourth Plan outlay 
of Rs 15,902 crores. The gap bet¬ 
ween domestic budgetary resources 
and the fourth Plan outlay is of 
the order of Rs 3,464 crores, and it 


Government Participation in 
Consumer Industries 
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7years old 
and already 
expanding 


Soon wc will expand our range to 
include uptc 150 mm diameter tubes. 
Increase our capacity substantially. And 
diversify into the manufacture of other 
products. AM this in just seven years* 

Gujarat Steel Tubes are in demand in 35 inter¬ 
national markets. Earn over a crore of rupee* in 
foreign exchange. Account for 10 per cent of the 
country's total export of steel tubes and pipes. We 
have increased our exports by 220 ['ter cent since 
1966—twice winning Engineering Export Promotion 
Council awards. 

We started with advantages: the enthusiasm and 
enterprise of youth. Sound technical know-how An 
uncompromising dedication to quality. AJI of which 
enabled us to declare a dividend m our first year of 
production. 

Since 1966 we have doubled our sales. And added 
the most modern welding technique—TUFFWEfJ) 
—high frequency induction welding. Today wc are 
one of 73 export houses recognised t> the Govern¬ 
ment of India. 

Wc look forward to the future with confidence* 
A confidence born of achievement The trust of our 
dealers. The satisfaction ot uiMomvrs. Above all, the 
unsurpassable quality of our products. 



GUJARAT STEEL TUBES LIMITEO, 

Bank of India Bldg , Bhadra, Ahmedabsd I 


f BST-9JAJs 
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UlMnAI Cf\ helps TO BUILD 
n ini/MLw NATION'S ECONOMY... 


In May, 1962 Hindalco started production of aluminium with $ vapidly Of 20.000 tonnes a year. The capacity was raised to 
40.000 tonnes in November. 1965. 60.000 tonnes in August, tWend lo 60.000 tonnes in May, 1969. plans ate in band to expand the 

plant further to 120.000 tonne* by end-1973. 
Between May. 1962 and December, 1970 Hindalco. «ejr4fld*»'s largest producer of aluminium, has produced 372.903 tonnes of 

aluminium, which has spved for the nation nearly Rs. 180 crores of precious foreign exchange. 

As a substitute for imported copper in the electrical industrial, 
the above output represents a much larger foreign 
exchange saving, since one tonne of aluminium is replacing 
two tonnes of copper and as imported copper is several 
times costlier than indigenous aluminium. 

As a vital raw material for Electrical Conductors 
6 Cables. Telecommunications. Electric 
Capacitors, Condensers and Motors. 
Transportation (by road. rail, air and 







water). Containers & Packaging (in both 
rigid 6 flexible forms). Building b 
Construction. Furniture. Paints. Surface 
Coatings. Explosives and Rocket Fuels. 
Industrial Castings. Steel Deoxidizing, 
Coinage, MisONes, Rockets. Satellites. Sophis¬ 
ticated Consumer Durables (like air-conditioners, 
refrigerators, electric fans), Business Machines 
(computers, typewriters, etc), irrigation Piping, Grain 
Bins. Drainage Culverts, Water Mains and countless other applications, HINDALCO aluminium is helping to build a pew India. .With its 
almost limitless variety of forms and shapes and its versatile properties, HIN0ALC0 aluminium is sure to play a crucial role in meeting 

industrial India's challenge today and tomorrow.. 

BH HINDUSTAN ALUMINIUM CORPORATION LTD. 

■SSI WORKS : P.O. RENUKOOT, DISTRICT MIRZAPUR, U.P. 
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t» expected to be bridged by deficit 
financing add external assistance of 
Rs 850 crores and Rs 2,614 crores res- 
pectively. In the present inflationary 
situation heavy doses of deficit financ¬ 
ing would only aggravate the inflation¬ 
ary pressures and upset the Plan cal¬ 
culations. Also, there is every indica- 
tion that external assistance will not be 
available at the anticipated level. For 
these reasons, it is difficult to believe 
that government would be able to step 
up the share of domestic budgetary re¬ 
sources in total resources mobilisation 
in the public sector from 59 per cent 
in the third Plan to 78 per cent in the 
fourth Phn. 

Precarious Picture 

With this precarious picture of the 
resources position, it is hard to see how. 
government can afford to invest in 
consumer industries when it cannot, 
with its manifold objectives, find suffi¬ 
cient resources for so many other de¬ 
manding and priority tasks. Instead 
of diverting resources for investment in 
consumer industries, government could 
better serve the public interest by pro¬ 
viding for social expenditures like edu¬ 
cation, health, infrastructure etc. 
Investments in these areas will con¬ 
siderably increase the ‘social gain', 
besides helping growth. Population 
control too brooks no delay, and there 
is need to find adequate resources 
for the Family Planning program¬ 
me (Rs 315 crores) as envisaged 
m the fourth Plan. The unemployment 
problem poses a formidable challenge 
to the planners and policy-makers, and 
this too requires substantial resources. 
There are, therefore, more pressing 
needs on an inadequate public purse 
than a dubious diversion of resources 
to consumer industries. 

The Scope for participation by public 
sector in the four consumer industries 
analysed is given below : 

The production, demand and capaci- 


*The average annual production of an In¬ 
dian cow is estimated to be 172 kilograms and 
of an Indian buffalo at 491 kilograms. 
It is stated that the present cattle provide 
142 grams of milk per capita against a mini¬ 
mum requirement of 284 grams per day. This 
low per capita availabi.iiy, in spite of a very 
large cattle population, is due to the extremely 
low productivity of these animals and that in 
turn is due to lack of adequate nutrition. It 
is stated that India produces only two-thirds 
of the fodder and one-fourth of the concen¬ 
trates required for providing adequate nutri¬ 
tion to the present animal population. It has 
often been asserted that the milk yield of pre¬ 
sent cattle in India can be improved by 50% on 
adequate cattle nutrition. 

Source: Projection of Demand and Supply 
of Agricultural Commodities by National 
Council of Applied Economic Research, New 
Delhi, September 1970. 
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ties in the industry for the last five 
ydars are given in Table 1, It shows, 
first, that there is no shortage of pro¬ 
duct or lack of installed and licensed 
capacities. 

The dominant share of the industry 
is held by the Kaira District Co-opera¬ 
tive Milk Union because Amu! produc¬ 
tion is about 46 per cent of tne total 
output. The basic problem facing this 
industry is lack of an adequate supply 
of cheap milk. There are hardly any 
sizeable milk pockets left in India whiert 
can provide a plant with a throughput 
of at least 15,000-20,000 tonnes of milk 
a year to provide for any sizeable 
babyfood production. In fact, there 
is an over-all shortage of milk in 
the country, and there is an urgent 
need to augment the supply of milk 
not only for babyfood, but also to in¬ 
crease the liquid milk consumption, 
which is very low. In attempting to 
increase the milk output, the most im¬ 
portant problem is the urgency of pro¬ 
ducing better bred cattle in large num¬ 
bers and for this a carefully designed 
programme of animal husbandry has 
to be undertaken by the state govern¬ 
ments in collaboration with the central 
government. In turn, there is need to 
encourage production of the compound 
cattle feeds industry for a nutritious, 
year-round cattle diet. In short, there 
is urgent need to design and devclop- 
an adequate infrastructure for the 
growth and development of cattle which 
can yield three times more milk than 
at present.* 

The industry has more than twice 
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the licensed capacity to meet the de¬ 
mand. In view of the fact that there is 
neither private sector monopoly nor 
shortage, it is not clear why govern¬ 
ment wants to set up a unit in the pub¬ 
lic sector. It may be mentioned that 
the existing companies producing baby¬ 
food have a highly developed R&D 
base, and have the expertise in market¬ 
ing and management. 

Having examined this industry ob¬ 
jectively, the conclusion h inescapable 
that there seems to be no justification 
for government to set up a unit in the 
public sector. The basic task for govern¬ 
ment seems to be to provide the neces¬ 
sary infrastructure for the development 
of better milch cattle for higher liquid 
milk and its distribution in urban areas 
which do not have an adequate supply 
at present. 

Soap Consumption 

It is true that soap consumption in 
India is quite low as compared to many 
advanced countries. In view of the ris¬ 
ing incomes and prosperity in rural 
areas, government has rightly envisaged 
a sustained increase in demand for soap 
in the coming years, and has identified 
this industry as having scope for new 
investment and capacity expansion. 

Table IT gives the production both 
in the organised and un-organised 
sectors for the years 1967 to 1970: 

It will be seen from Table If that 
production in the organised sector 
is half of that of the un-organised 


Table I 

PRODUCTION, DEMAND AND CAPACITIES IN BABYFOOD 

(in tonnes) 


Year 

Licensed 

capacity 

Installed Production Demand 
capacity 

1965 

6.989 

6.898 

5,281 

9,000 

1966 

8,200 

8,200 

6,975 

10,000 

1967 

12,223 

9,733 

9,182 

11,000 

1968 

12,400 

12,233 

12,000 

12,000 

1969 

16,398 

16,933 

16,336 

15,000 

1970 

r 32,000 

\ 22,000 

15,390 

N.A. 


t 35,000 

\ 22,000 




Tablf II 

SOAP PRODUCTION IN ORGANLSED AND UNORGANISED SECTORS 

(in tonnes) 


Year 

Organised sector 

Production 

Total 

Licensed 

capacity 

Installed 

capacity 

Organised 

sector 

Un-organiscd 

sector 

1967 

2,41,000 

2,41,300 

1,92,300 

4,26,000 

6,18.300 

1968 

2 13,000 

2,12,674 

2,22,000 

4,40,000 

6,62,000 

1969 

2,13,000 

2,12,674 

2,35,000 

4,73,000 

7,08,000 

1970 

2,13,000 

2,12,674 

2,28,000 

5,06,000 

7,34,000 
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(small-scale) sector. In fact, it is ex¬ 
pected that by 1973*74, production in 
the unorganised sector will be 150 per 
cent more than the organised sector. 

The total production of soap in India 
is of the order of 7 lakh tonnes, out of 
which about 2.5 lakh tonnes is in ih$ 
organised sector. Out of this 2.5 lakh 
tonnes, about 2/3rd of the production 
is in laundry soap, which is already 
reserved for the small-scale sector. 
There would, therefore, be no justifica¬ 
tion for government to go into laundry 
soap, as it would hurt this sector. This 
leaves only one lakh tonnes or 1 /7th 
of the total soap production for toilet 
soap. Government would be hardly 
justified in diverting scarce resources to 
produce a commodity like toilet soap, 
when there arc many other priority 
claims on governments resources. Be¬ 
sides a government factory, the Mysore 
Soap Works, already exists in this limi¬ 
ted sector. 

As in the case of milk, there is a 
serious shortage of raw materials like 
fats, and oils, and the country is im¬ 
porting roughly two lakh tonnes a year 
for the soap and vanaspati industries. 
Any additional plant in the public 
sector would not only mean more im¬ 
ports of these raw materials, but would 
also put more pressure on edible oil 
prices, the major part of which, i.e., 
about 2,3 million tonnes of liquid oils 
and vanaspati is consumed by the com¬ 
mon man. 

There is a shortage of laundry soaps 
in the markets, but this is entirely due 
to the fact that curbs have been placed 
on a number of existing units in the 
organised sector since 1967, when 
laundry soaps were reserved for the 
small-scale sector. If these curbs are 
removed, there would be no shortage. 
These existing units in the organised 
sector have been compelled to produce 
beyond licensed capacity because of 
shortages, and demands from the 
state governments, and they have app¬ 
lied for regularisation at tbeir higher 
production levels to continue to avoid 
shortages, one of the main objectives 
of the government. 

Scooter Manufacture 

There are four manufacturing units 
in this industry; two of them make only 
scooters while the rest make both 
scooters and motor cycles. We under¬ 
stand that there are shortages of scoo¬ 
ters only and this study attempts to 
isolate the problems of scooters from 
motor-cycles. The present licensed 
capacity is 50,000 scooters, and there 


* Steel prices are high owing to the present 
steel shortages and this has an impact on the 
prices of the products. 
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are proposals to increase this to 105,000 
units. If the 25 per cent liberalisation 
over and above the liccnsedi capacity is 
taken into account, the industry would 
be in a position to manufacture 131,225 
scooters. Table Ill illustrates the 
position: 

The production of scooters has been 
steadily increasing. 

From 21,471 machines in 1966, pro¬ 
duction jumped up to 49,740 machines 
by 1969. Scooter production in 1970 
and 1971 in the four units is as under: 



Production 
. 1970 

Production 

1971 

(estimated) 

API 

27,000 

35,000 

Bajaj 

34,000 

50,000 

Escorts 

750 

5,000 

Enfield 

250 

N.A. 


62,000 

90,000 


In 1971, reports from the industry 
indicate that three out of the four units 
arc going to increase scooter produc¬ 
tion sharply. 

There is no doubt that there has been 
a severe shortage in the past; and this 
shortage still persists. One of the 
contributory factors for the shortage 
is the fact that more than 50 per cent 
of the scooter production is reserved by 
the central government, state govern¬ 
ments and canteen stores departments 
for their respective staffs. 

Numerous estimates have been made 
of the demand for scooters, but the 
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only really exhaustive demand estimate 
is presently being conducted by the Na¬ 
tional Council of Applied Economic 
Research, whoso report is expected to 
be available in the near future. We 
understand that NCAER demand- 
forecast for 1971-75 is somewhat os 
follows: 


1971 

85,000 

1972 

95,000 

1973 

110,000 

1974 

127,000 

1975 

145,000 


We also understand that their demand 
projections are more modest than those 
of the Planning Commission made 
earlier. It is now estimated that the 
gap between demand and supply would 
be eliminated by 1972. 

The existing scooter manufacturing 
units in the country are now fully geared 
to double their production, and have 
indigenised almost all the components 
that go into scooter manufacture. The 
industry has also developed a large 
number of ancillary suppliers, and the 
country has now all the necessary ex¬ 
pertise to produce units using largely 
indigenous technology and equipment. 
It would also be unnecessary to import 
any components except carburettcur. 

The industry is not enjoying high 
profit margins since scooter prices 
have not increased for the last six years. 
The high prices are due to increase in 
overall costs* and high excise duty. 
Again, the high premia for both new and 
used scooters are mainly due to the 
shortage. 

It will be seen from the foregoing that 
the existing units are producing less 
than 50,000 scooters each, and even 
after taking into account the 25 per cent 
liberalisation, API and Bajaj would be 


Table III 


PRESENT AND PROPOSED LICENSED CAPACITY IN 


SCOOTER INDUSTRY 

Units 

Present 

Proposed 

After 25% 


Licensed 

licensed 

liberali¬ 


capacity 

capacity 

sation 


API 


24,000 

48,000 

60,000 

Bajaj 


24,000 

48,000 

60,000 

Escorts 

* 

2,0001 

9,000f 

11,250 

Total 


50,000 

105,000 

131,250 


tTakcn on 1 /3rd of their licensed capacity for both motorcycles and scooters. 
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the backbone 
of English Electric 


The expertise end services of 
our engineers are readily 
available on all aspects of design 
and applications of Power System 
Control and Protection. For instance, 
the complete engineering of 
the highly sophisticated control 
and protection schemes for the 
220tcV Talcher-Tiruvali-Balimela 
power complex ?n Orissa, involving 
co-ordination wi*h equipment 
supplied by various international 
and national manufacturers, was 
carried out by ENGLISH ELECTRIC 
engineers. Engineering a complex 
protection and control scheme 
for the Jaipur-RAPP (Rajasthan 
Atomic Power Project) 220kV 
network, and similar engineering 
for almost the entire 220kV Grid 


of Maharashtra State Electricity Control and Protection are the 

Board, are other instances. keys to ENGLISH ELECTRIC'$ 

The course on 'Analysis and total Involvement In India's 

Protection of Power Systems' industrialisation and power 

organised by ENGLISH ELECTRIC development . Pioneering in the 

in India for the first time in 1969. indigenous manufacture of control 
with participation by practising protection equipment planned 

Power System Engineers from both import substitution , sustained 

public and private electric supply export drive and dedicated research 

undertakings and industry, was a and product development make 

great success. A simitar course is ENGLISH ELECTHIC what thay 
again being organised at Madras are today — trusted for quafityend 
in early 1972. parformance the world over. 

is a team of 

internationally trained 
Indian engineers 



English Electric-playing a lead role in India's power development ; 

THE ENGLISH ELECTRIC COMPANY OF INDIA LIMITED. MADRAS 43 
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“Then remember to ask for tubes 
that carry the ITC stamp of guarantee 
for right wall thickness and correct weight. 
This ensures longer life.” 


And that's because Indian Tube exercises strict quality 
control right from the raw material stage to the 
finished tube. And the ITC stamp you see on the tube 
is the guarantee of correct weight ensured by right 
wall thickness. No wonder ITC tubes are being demanded 
by more and more wise house owners, farmers and 
other buyers. 


Moreover, ITC tubes to IS : 1239 (Part I)—1968 enjoy 
certification by the Indian Standards Institution, a 
third party warranty of good quality. So when you use 
ITC tubes you'll always get full value for the money 
you invest. 

Buy ITC tubes—made to last 

INDIAN TUBE ’ ' ,n,r,! 

THE INDIAN TUBE COMPANY LIMITED A ttwirfi Md lloyd* Ent«rpri*« CALCUTTA BOMBAY DELHI MADRAS AHMEDAiAO HANfUH , 
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producing 60,000 scooters each. It is 
felt that this capacity does not take into 
account shortfalls in production m a 
remit of labour troubles, frequent power 
break down and other uncertain and 
unforeseen circumstances . The licensed 
capacities allowed to units so far do not 
seem to offer economies of scale. These 
could perhaps be offered by units from 
75/000 to 100,000 which could then 
make a material dent on prices. Again, 
the proposed licensed capacity for all 
the existing manufacturers is only 
105,000. Even after 25 per cent libera¬ 
lisation, it would be just enough to meet 
the demand by 1973-74 only. We fear 
that present licensing policy may only 
perpetuate shortages in to the seventies. 

Letters of latent 

In this context, the recent statement 
of the Minister of Industrial Develop¬ 
ment in Rajya Sabha on April 5, 1971 
is worth noting. The Minister has stated 
that letters of intent have been issued 
to six state industrial development cor¬ 
porations for manufacture of a total 
annual capacity of 126,000 scooters 
based on indigenous know-how and 
materials on the condition that no 
foreign collaboration, foreign consul¬ 
tancy or employment of foreign techni¬ 
cians would be permitted. In the same 
statement, the Minister said that the 
government has decided to set up a 
public sector unit with an annual capa¬ 
city of 100,000 numbers based on a 
proven foreign design and for which 
collaboration offers have been invited 
from foreign parties. It is not clear why, 

(a) there is discrimination between 
SIDC units and central government 
units in the use of foreign collaboration, 

(b) despite past experience, small units 
of 20,000 scooters rre being envisaged 
when this will neither offer economies 
of scale nor help the public with lower 
prices — more so when the scale of 
operation in the public sector is likely 
to be 100,000 numbers. Costs and 
prices between the proposals of the 
SIDCs and central government units 
are likely to be fundamentally different 
and we do not understand how go¬ 
vernment could reconcile the two poli¬ 
cies. Also, it is not dear how govern¬ 
ment has licensed new capacity for 
226,000 numbers when the demand 
for scooters has not been assessed sepa¬ 
rately, as per the Minister's statement 
and when the demand for scooters, 
motorcycles, mopeds and three-wheelers 
by 1973-74 has been assessed by the 
Planning Group on Machine Industries 
at 210*000 numbers. 

As in the case of babyfood and soap, 
this industry is also facing shortage 
of raw materials. Therefore, there is 
need for ensuring an assured supply 
of raw materials especially steel sheets in 
order to enable the existing units to 
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maintain their production schedules 
and also facilitate their expansion or 
establishment of new units. It is under¬ 
stood, that, on conservative estimates 
for producing 2,00.000 scooters, 14,000 
tonnes of steel sheets and 10,000 tonnes 
of steel in other forms besides 3,000 
tonnes of aluminium are needed. 

The study leads us to believe that the 
effective licensed capacities should be 
raised to at least 200.000 for the follow¬ 
ing reasons despite grant of letters of 
intent to new units: 

(a) To eliminate shortages as early 
as possible; 

(b) to meet the demand beyond 
1973-74; 

(c) to reap the economies of scale; 
and 

(d) to build up exports. 

If industrial licensing is to be realis¬ 
tic, the demand forecasting has to be 
based on clear assumptions about the 
kind of technology to be used whether 
jpr public or private sector and the 
scale of manufacture which will enable 
the technology to be economic and 
also enable enterprises to produce at 
cheaper costs than the existing ones in 
a market of continuing shortages. 

Tyre Production 

At present, seven companies are en¬ 
gaged in the manufacture of tyres in 
India. Their licensed capacities (in¬ 
cluding letters of intent held by them), 
their anticipated production upto 1975, 
the estimated demand and the gap are 
given in Table IV: 

It will be seen from Table IV that the 
gap between estimated demand and 
anticipated production of the existing 
automotive tyre manufacturers based 


on present licensed capacities will fee 
over 28 lakhs by 1975. 

A letter of intent w as issued to a new 
unit in 1969 for four lakh tyres and 
lubes. In addition, it is understood that 
letters of intent for three lakh auto¬ 
motive tyres and tubes each have 
been issued to further eight units for the 
manufacture of 24 lakh tyres. Of these 
eight new units, five arc state industrial 
development corporations and three arc 
in the private sector. 

Past Experience 

In theory it would appear that these 
letters of intent to new units for 
a total of 28 lakh tyres will enable pro¬ 
duction to meet estimated demand. 
However, past experience has revealed 
that many years elapse before a letter of 
intent to a new unit is converted into 
actual installed capacity. It may, there¬ 
fore, be assumed that if no further ac¬ 
tion is taken by government, shortages 
of tyres are likely to occur during the 
next three or four years. Furthermore, 
even in the case of existing manufactu¬ 
rers, experience has shown that due to la¬ 
bour troubles, shortages of power, dis¬ 
location of transport and other similar 
problems, actual production is not more 
than 90 per cent of the installed capa¬ 
city. This will further aggravate the 
difficult supply position. 

The tyre industry is capital-intensive 
and units must, therefore, operate at a 
hi^h level of efficiency. Furthermore, 
it Is necessary to obtain technical know¬ 
how on a continuous basis from a large 
international tvre manufacturer over¬ 
seas who has the resources to incur the 
enormous R&D expenditure that is 
essential to carry out fundamental re¬ 
search and to keep abreast of new de¬ 
velopments in vehicle design, increasing¬ 
ly stringent safety requirements and de- 


Tablf IV 


LICENSED AND ANTICIPATED PRODUCTION IN TVRES INDUSTRY 


Unit 

Licensed ca¬ 
pacity & 
Letters of Intent 


Estimated production capacities 


1970 

1971 

1972 

1973 

1974 

1975 

Durilop 

14.49 

15.10 

15.10 

15.10 

15.10 

15.10 

15.10 

Goodyear 

6.03 

4.70 

5.50 

6.10 

6.10 

6.10 

6.10 

Firestone 

6.72 

7.60 

8.00 

8.00 

8.00 

8.00 

8.00 

Ceat 

6.50 

3.50 

5.50 

6.00 

6.50 

6.50 

6.50 

Premier 

6.00 

2.50 

3.00 

4.00 

5.00 

6.00 

6.00 

MRF 

6.10 

3.60 

4.80 

5.50 

6.10 

6.10 

6.10 

Inchek 

6.00 

2.80 

4.00 

5.00 

6.00 

6.00 

6.00 

Total 

51.84 

39.80 

45.90 

49.70 

52.80 

53.80 

53.80 

Estimated demand 

44.40 

50.00 

56.00 

65.00 

75.00 

82.00 

Gap 


4.60 

4.10 

6.30 

12.20 

21.20 

28.20 
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vdopments of new raw materials such 
as synthetic polymers and fibres. No 
tyre manufacturing unit in India is 
likely to grow to a siae during the next 
decade Which will permit the level of 
R &D expenditure to keep up with inter¬ 
national standards in tyre design and 
quality. 

The foregoing paragraphs illustrate 
some of the difficulties that may be 
faced by new units. Technical colla¬ 
boration with a large internationally 
known tyre manufacturer will be in¬ 
creasingly difficult since most of them 
are already represented in India. These 
problems may mean delay in implemen¬ 
tation of licensed capacity. To prevent 
serious shortages arising in this essential 
commodity which can dislocate trans¬ 
port and hinder economic growth, it is 
essential that in addition to a close 
follow-up of the letters of intent al¬ 
ready issued to new units, government 
takes all possible steps to ensure that 
the demand gaps are bridged from year 
to year, if need be with the production 
of existing manufacturers. The nation's 
progress should not be retarded be¬ 
cause of inefficient implementation of 
licensing. 

Good Record 

The existing units have a good re¬ 
cord of plant utilisation, implementa¬ 
tion of capacity expansion,'matching 
production to market requirements, 
developing exports, etc. They are capa¬ 
ble of undertaking substantial expansion 
speedily and efficiently and of catering 
to the diversifying requirements of the 
vehicle industry. Against the several 
years that it might take a new manu¬ 
facturer to implement a capacity of 
300,000 tyres, an existing manufacturer 
with the necessary technical and mana¬ 
gerial skills can achieve this within 
two years and more economically. 
Lastly, although it has been said earlier 
that technical know-how from a large 
manufacturer on a continuous basis is 
necessary, it is equally essential that 
more and more development work is 
undertaken in this country. This will 
become increasingly possible if the exist¬ 
ing units grow. 

The present situation in automotive 
tyres is that there is a shortage of ny¬ 
lon truck tyres, tractor tyres and tyres 
for earthmoving equipment. The 
shortage in nylon truck tyres is due to 
the rapidly increasing demand from 
truck operators and the limited avail¬ 
ability of nylon which is imported. In 
the case of tractor and canhmoving 
equipment tyres, although increased 
production is planned from existing 
capacity, this is likely to be insufficient 
to meet the domestic and export de¬ 
mand. Further, expansion can be un¬ 
dertaken only as a part of overall ex¬ 


pansion of automotive tyre* 

The frequently occuring periods of 
shortage of tyres during the last five 
years has highlighted the fact that a rea¬ 
listic review is tailed for to ensure that 
this vital transport need is available 
regularly at the right price. It does not 
matter who produces the tyres as long 
as no shortage persist and continuous 
care is taken to ensure that licensed 
capacities will be implemented quickly. 

The conclusions on tyre industry 
arc as follows: 

(i) If it is unlikely that the letters 
of intent issued to a number of 
new units will be translated into 
installed capacity and produc¬ 
tion in time to meet shortages, 
it will be advisable for govern¬ 
ment to take all measures, in¬ 
cluding expansion of existing 
units who have the managerial 
and technical know-how to im¬ 
plement these expansions quick¬ 
ly. The large number of existing 
units, in comparison with the size 
of demand in the country, pre¬ 
cludes any monopolistic trends. 

(ii) The present shortage of nylon 
truck tyres is due to insufficient 
availability of imported nylon 
tyre cord. Therefore, it is im¬ 
portant that indigenous produc¬ 
tion of nylon tyre cord becomes 
available as soon as possible, 
and, in the meantime, larger 
imports should be permitted. 

(iii) The present shortage of tractor 
tyres and earthmoving equip¬ 
ment tyres can be overcome as 
part of expansion for automo¬ 
tive tyres to be permitted by the 
government. These tyres, parti¬ 
cularly earthmoving equipment 
tyres, are specialised products 
of the tyre industry and existing 
manufacturers with their al¬ 
ready well-developed expertise 
are in a better position to increase 
availability of tractor and earth- 
moving tyres if further expan¬ 
sions are granted to them. 

Unconviociog Case 

An analysis of government’s main 
objectives of the study would indicate 
that there is not a very convincing 
case in the public interest for significant 
public sector participation in the con¬ 
sumer industries identified by govern¬ 
ment for the reasons given below: 

(a) To eliminate private monopoly, 
there are adequate provisions 
in the IDR Act and the Mono¬ 
polies Act; * 

(b) to remove shortages the ans¬ 
wers lie primarily with raw 
material availability and forward 
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licensing policies to meet further 
demands ; 

(e) to stabilise prices, it involves 
the entire gamut of tcomMi; 
policies, and not just an entry 
of one or two public sector units 
in each of these instances; and 

(d) lastly, all these industries have 
been subject to price controls— 
formal or informal—over many 
years* Their prices do not re¬ 
flect contemporary costs, and 
there is little reason to believe 
that they will add to public sec¬ 
tor surpluses. 

Supportive Conclusions 

Apart from these general conclusions, 
the four specific studies lead to the 
following supportive conclusions: 

(i) There is no shortage in ba byfood 
and toilet soaps. There are short¬ 
ages in laundry soaps, largely 
because the organised sector’s 
capacity has been pegged since 
1967. and growth has been re¬ 
served for the small-scale sector. 

(ii) There is a marginal shortage in 
scooters, which is likely to be 
eliminated in 1971-72 with the 
existing licensed capacities—pre¬ 
ferably with a few units to meet 
future shortages beyond 1974. 

(iii) There are no shortage in tyres 
for light trrucks, cars, scooters, 
and motor cycles. Shortages exist 
in nylon truck tyres, tractor 
tyres and earthmoving tyres, 
due to short-term factors partly 
beyond the industry’s control. 
The tyre industry needs large, 
rationalised additional capaci¬ 
ties to meet the growing demand 
gap by 1975. 

(iv) To achieve the objective the 
government desires, there is 
need for a forward-looking li¬ 
censing policy based on good 
demand forecasting, at least three 
to five years ahead—the mini¬ 
mum period required to process 
applications, implement licences, 
and to produce. This is essential 
in all these industries, bar baby- 
food. 

(v) There is no objection in princi¬ 
ple to public sector participa¬ 
tion in the consumer industries, 
if there is a valid case that it will 
achieve the stated objectives of 
the government. When there is 
such a participation, it should be 
on the same terms as for private 
sector units, and the same cri¬ 
teria should be applied for units 
in both sectors to avoid shortages 
and make for economic produc¬ 
tion. 
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THE GWALIOR RATON SILK MFG. (WVG.) CO., LTD. 

(Pulp Division) 

Birlakootam — Mavoor—Kozhikode 


saves 

enormous foreign exchange for National Development 


by 

manufacturing Rayon-grade Dissolving P\|lp out of 
bamboo, eucalyptus and wood 
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THE MONEY PART OF IT 

Thi: bili s have started coming in and the nation must be under no illusion about 
the scale or size of the sacrifices for which it must prepare itself. It is quite possi¬ 
ble indeed that India has spent or is spending on refugee relief and rehabilitation 
more than what ii has eosi or is costing Pakistan m money for depopulating Fast 
Bengal. It is therefore not surprising that the government of India has had re¬ 
course lo a series of ordinances for imposing new Jiscal le\ies and collecting 
the additional revenue which it so urgently needs. 

Nevertheless there would still be some anxious questioning . For instance, 
is it not the case that Mrs Gandhi's administration is still unable to appreciate the 
dimensions of the financial burden of the refugee problem or at least unwilling to 
disclose to the country the true scale of t he effort demanded of it 7 There was some 
justification for Mr Chavan making only a token provision of Rs 50 crorcs for 
refugee relief in the central budget which he presented in May this year, but there 
is much less warrant, surely, for the government trying to make it appear at this 
point of timp that the Rs 70 crores of additional revenue, which it has sought 
through the recent ordinances, would amount to anything like a reasonable contri¬ 
bution to the vast financial obligations it has assumed and is accumulating, The 
position will not materially alter even after l lie states have weighed in with their 
share of fiscal measures. 

Mr Chavan ought to realise that il does no credit to the government lo per¬ 
sist in its make-believe tactics of trying to influence the country into supposing 
that the government of India can avoid at all inflationary financing of dangerous 
proportions if this country is to continue to be mainly responsible for providing 
for 1 he enormous number of refugees who are already in this country and to 
which there still continue to be large daily additions.. 

Already New Delhi lias had to help itself to created money beyond limits 
which could he considered safe on any reckoning and it is important to note that, 
so far as the possibility of the government’s reliance on deficit financing being 
reduced to any extent is concerned, some of the latest levies may well prove 
less helpful than they might appear at first sight. The additional revenue 
sought to be realised through the emergency surcharge on railway pas¬ 
senger fares or a tax on certain postal articles will materialise as genuine 
surplus available to the government for refugee relief only if the working 
expenses of the Railways or the Posts and Telegraphs Department do 
not increase in the meanwhile. Unfortunately, both in terms of past 
experience in these matters and current trends in the cost of railway or other 
government administration, it may not be realistic to believe that costs would be 
held down and not allowed to swallow the proceeds of the new levies. This ob¬ 
servation applies also to the proposed special increase in the fares for travel on the 
Indian Airlines. It is true that the new levies would help lo increase the govern¬ 
ment's gross receipts, but unless the disbursements are also rigorously controlled 
at the same time, the net additional income available to the exchequer for its 
emergency needs will not improve. 

The hard core of the problem indeed is lo be found for all practical and im¬ 
mediate purposes in the area of government spending rather than in the area of its 
tax or other revenues. It is here that the government is not even making an 
attempt to measure up to its responsibility to the people. In the name of the fourth 
Plan and all the rest of it the spending programmes continue merrily as usual and 
all that the country has been told on this subject begins and ends with a cryptic 
statement by the Prime Minister that a cut of five per cent is being enforced on 
public expenditure. This surely is not the way to call on the nation to practise 
austerity or otherwise make sacrifices. 

The Lok Sabha, when it re-assembles for its winter session, clearly owes it 
to the electorate to insist on the government rendering a full and sufficient state¬ 
ment of its financial planning in respect of the refugee problem. It is relevant to 
emphasise in this context that, apart from the expenditure on refugees, the country 
is also shouldering increased expenditure on Defence on account of the mobilisat ion 
of the armed forces for the protection of our frontiers. Meanwhile and, merely 
incidentally, this journal may perhaps take note of the new excise duty levied on 
newspapers and periodicals by mentioning the ugly possibility that this move could 
well be the thin end of the wedge of a fiscal onensive against the press, some parts 
of which do not seem to be in the good books of the ruling party. 





EASTERN ECONOMIST 


Where Is a Sense of Proportion? 


I Ilfs article by the Editor is reproduced 


Amon<; j Hi: many virtues of the Prime 
Minister is her tenacity of purpose. 
Regrettably, howevw, her purposes are 
not always worthy of her tenacity. 
The nation, by any reckoning, is con¬ 
fronted with grave problems some of 
which have assumed critical propor- 
lions. The country's security, both inter* 
naiiy and externally, has been exposed 
to serious risks and dangers. Our 
Defence forces have been alerted for 
a possible war with Pakistan, 

Meanwhile the dewiestic economy 
is in disarray. For some three years 
now investment initiatives in industrial 
expansion have remained paralysed, 
thanks to hostile political attitudes 
which have served to aggravate the evil 
of the in-huik inertia of the adminis¬ 
tration. Simultaneously, production in 
important plant facilities, whether in the 
public sector or the pi hate, has been 
and is being continually interfered with. 
Shortages of raw materials, particu¬ 
larly steel, have been a grave bottle¬ 
neck. There has also been a chronic 
dislocation of coal movement '. 

An even more avoidable hurdle is 
the wild-cat strikes or other forms of 
industrial unrest which are holding to 
ransom many vital industries in various 
parts of the country. Perhaps the must 
outrageous current example of this 
kind of sabotage of the national eco¬ 
nomy is the indefinite lock-out which 
has been forced upon the management 
of a plant manufacturing rayon grade 
pulp in Kerala. If the output of this 
factory continues to be denied to the 
nation, the loss will have to be either 
made good by an expenditure of valu¬ 
able foreign exchange on the impor¬ 
tation of pulp or the country must 
reconcile itself to unemployment in 
the decentralised sector of the weaving 
industry and the curtailment of the 
availability of synthetic fabrics at a 
tune when the overall textile position 
*s stringent. Yet the state government 
scents to be powerless to pm the situa¬ 
tion righi while the central government 
has been displaying an Olympian de¬ 
tachment. 

Partly as a result of the giowth of 
demand tela ted to a rising popu¬ 
lation and part!) on account of the 
'‘harp increases in recent months of 
the milationary financing of public 
expenditure, the supplies of more and 
moie of essential goods are falling 
sluut ol the requirements of the people 
aud Uk p?ice level, natmuliv, hos not 


courtesy 7 he Hiwhotan Times in which it 
appeared on October 25. 


only become restive but rebellious. 
According 10 the consumer price 
index for industrial workers in 
Delhi as compiled by the Labour 
Bureau of the Delhi Administra¬ 
tion, the latest data of which is 
available for the month of September 
1971. the general index is up by 
seven-and-a-half per cent over the 
year; the food index itself has gone up 
by about five per cent in the same 
period. What is alarming is that in 
spite of the green revolution and the 
undoubted improvement in the physical 
output of foodgrains, the index for 
cereals and their products has gone up 
by as much as ten per cent. 

About the prices of pulses, an 
important constituent of the national 
food menu, the less said the 
better. The index for this group, 
which was 226 in September 1970 
has since gone up to the dizzy 
height of 299. The non-food compo¬ 
nents of the price index make equally 
depressing reading. The index for 
clothing, bedding and footwear has 
risen from 174 to 196 and for fuel and 
light from 183 to 211. It may be men¬ 
tioned that these indices have I960 as 
the base year. So far as our country 
is concerned the sixties have thus been 
a decade, not of development, but of a 
losing tight for the nation in its struggle 
to stabilise the economy and move 
forward towards sustained and subs¬ 
tantial growth. When the price level 
more than doubles in ten years, along 
with the population going up by about 
25 per cent in the same period, in the 
context of the expansion of employ¬ 
ment opportunities and the production 
of consumer goods following a waver¬ 
ing and uncertain course, the economic 
planning that is claimed to be going on 
during all these years must be con¬ 
demned as planning for the aggravation 
of mass poverty rather than its allevia¬ 
tion. 

It is doubtful that this state of affairs 
is causing any sleepless nights in the 
government. The Finance Minister 
no doubt has at last been able to con¬ 
cede that the government "can fulfil its 
declared commitment to the expansion 
of employment only if there is sufficient 
growth of the economy and that it 
would be futile to attempt to make 
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work for the people when investment 
and production are stagnating* if not 
declining. But Mr Chavan continues 
to keep his counsel about what the 
government proposes to do to reverse 
the negative trends in the economy. 
Some of his colleagues in the central 
government have no doubt been vocal 
but not particularly helpful. 

Mr Moinul Huq Choudhury, for 
instance, has been making a variety 
of noises in recent days. I wonder 
whether he realises that declaration of 
radicalism on the part of the itinerant 
preachers that our politicians have 
turned themselves into is now being 
felt by our people to be merely boring. 
The Minister for Industrial Develop¬ 
ment has graciously stated that it is 
not the government’s intention to 
“strangulate” the big business houses. 
The objects of his generosity are no 
doubt grateful, but what worries the 
nation however is not the fate or the 
fortunes of business houses, big or small. 
The public’s concern is with jobs, sup¬ 
plies and prices. The real issue is whe¬ 
ther the government’s policies are not 
having the effect of‘strangulating’the 
economy itself. 

Let us, for the moment, forget the 
big business houses and join issue 
with Mr Choudhury on his claim to 
have streamlined the performance of 
his ministry. Right now a number of 
applications for industrial licences to 
manufacture caustic soda are being 
kept pending beyond what must be the 
normal period for consideration. These 
applications have been made at the 
instances of the government which 
claims to be keen on a quick expansion 
of domestic capacity for the manufac¬ 
ture of this fairly important chemical. 

It would be interesting to know w 7 hat 
prevents the Ministry of Industrial 
Development from working a little 
overtime if necessary for the disposal 
of these applications. The point is 
that there has been no seriousness and 
no sincerity either in the government’s 
discharge of its self-assumed obliga¬ 
tion to direct or promote the industria¬ 
lisation of the national economy. 

It is against this background that we 
would return to the observations we 
have started with. It is true enough that 
the Prime Minister has tenacity of 
purpose, but are the purposes themselv¬ 
es properly chosen? Granted that her 
main preoccupation now is with the 
overriding issue of war or peace in the 
sub-continen!, may we still not ask 
her to spare time for the near-economic 
crisis which is also supremely relevant 
to national security, especially when 
she seems to be tenacious enough 
about other matters which fall clearly 
into the order of smalls? 

At a press conference last week, for 
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instance, she asserted the government’s 
intention to proceed with legislating 
for the press, as if the regulation of the 
behaviour of the press is the most 
pressing issue before the country. Surely 
that much-abused adjective “monopo¬ 
listic” is most misused by politicians 
in this context. I wish the public has as 
wide a real choice in the choosing of 
its rulers as any individual has in the 
choice of his newspaper or newspapers. 
Indeed if the substance of democracy 
is related to the existence of a large 
number of newspapers each with a 
modest or less than modest circulation, 
India must be among the most democ¬ 
ratic countries in the world. As instru¬ 
ments for influencing men’s opinion, 
even newspapers with the larger circu¬ 
lations—the national dailies and others 
—are playing only a marginal role in 
our national life, thanks to the simple 
fact that the newspaper reading habit 
is still largely restricted to the middle 
and the upper middle classes in the 
urban areas. 

Even granting that inconsistency is 
the middle name of politicians, it must 
be extremely difficult for most of us to 
watch with equanimity the verbal con¬ 
tortions of some of them when they 
argue in one and the same breath that 
the larger newspapers are not signi¬ 
ficant for mass education and do not 
therefore need to be encouraged and 
also that they are thwarting the politi¬ 
cal parties or governments in the latter's 
pursuit of desirable social objectives 
by misleading and misguiding the pub¬ 
lic. It is important for the public to 
know that none of the larger news¬ 
papers, which are now the real targets 
of the government's punitive and re¬ 
formatory zeal, has grown up by swal¬ 
lowing smaller rivals. Each and every 
one of the national dailies have histo¬ 
rically been an individual institution 
beginning in a small way and growing 
in course of time on the strength of the 
spread of the newspaper reading habit in 
the country as well as its own ability 
to attract a wider readership. 

A great deal of nonsense has been 
spoken about the so-called Jink between 
industry and the publishing of news¬ 
papers. It has been alleged either that 
industries controlled by big business 
houses have been subsidising the larger 
newspapers for the sake of political 
dividends for these business houses or 
that the earnings of newspapers are 
being unjustifiably diverted to the finan¬ 
cing of these industries. Both charges 
have been repeatedly shown to be false 
and it has been established beyond any 
reasonable doubt that no such financial 
interchange takes place in this area at 
all. The true position is that where 
industries have provided finance for 
newspapers, they have done so cither 
to rescue struggling newspapers which. 


in the historic context, were considered 
to be serving the national interest dr 
for taking over into Indian owner¬ 
ship and control non-Indian enterprises 
which had decided to liquidate them¬ 
selves voluntarily because of changed 
political conditions related to this coun¬ 
try becoming independent. The bogey 
of big business aggrandisement work¬ 
ing for a concentration of ownership 
and control in newspaper publication 
is therefore a Himalayan falsehood. 

As a matter of fact, if the government 
has an objection to the existing struc¬ 
ture of ownership or management of 
the larger newspapers, it is partly be¬ 
cause it is opposed to certain indivi¬ 
duals functioning in the world of news¬ 
paper publication. For the rest, the 
government is obviously not finding it 
to its taste that certain ideologies or 
economic policies which are different 
from its own should have access to 
means of communicating with the 
people or attempting to create public 
opinion in their favour. 

In either case, the government is 
really proposing or planning to deny 
two of the most precious freedoms, 
the one personal and the other insti¬ 
tutional, which belong to the philo¬ 
sophy or practice of truly democratic 
societies. In the first ease, the govern¬ 
ment is seeking to limit or end the right 
of an individual citizen to freedom of 
opinion and the connected freedom to 
propagate his views among his fellow- 
men. This would, in effect, amount to 
treating some of our citizens as second- 
class citizens where some of the funda¬ 
mental rights secured to them in the 

Bolt From 

Nl arly 15 months after the erstwhile 
banks received their compensation, 
the Central Board of Direct Taxes has 
condescended to clarify the liability 
for taxation on the compensation 
amounts received b> the erstwhile banks 
from the government and on the 
amounts distributed out of the com¬ 
pensation amounts to the share¬ 
holders concerned. A serious contro¬ 
versy has been going on since the 
Act was passed nationalising 14 
major banks about the exact 
nature of liability if any for taxation 
on the compensation paid by the 
government for taking over the busi¬ 
nesses of these banks. Some experts were 
of the view that the erstwhile banks 
were liable only for the capital gains 
tax if that can be properly determined, 
and there will be no liability in respect 
of the amount attributable to capital 
and reserves. Even here, the question 
was raised what exactly constituted 
reserves as all banks had also con¬ 
siderable hidden reserves and the actual 


Constitution are concerned. 

In the second case, the government 
wouid be arrogating to itself the totali¬ 
tarian approach that the views on eco¬ 
nomic and other policies of public 
interest, which are or may be communi¬ 
cated to the people through the press 
must be only those which happen to 
form part of its own political platform. 
It is clear therefore that if the govern¬ 
ment's attempt to regulate the press 
succeeds, it would mean that the coun¬ 
try will have to make do with a press 
which is less than free to express or 
reflect the wide range of views and 
ideas which must naturally inhere in any 
community of individuals which has not 
been brought under the regimentation 
of monolithic political thinking or 
conduct. 

The rot however will not stop 
there. If the press is to be rendered leSvS 
than free in this manner it will be but 
the first casually in the grim process of 
the slaughter of the people's right to 
dissent which is a basic requirement of 
meaningful citizenship m any democra¬ 
tic political system. In these circum¬ 
stances, it could hardly be said that 
legislating for the press is a matter of 
such urgency or relevance that the 
government should dissipate its and 
the nation's energies in controversies 
rather than deal with the recognisably 
pressing problems of national security 
and economic stability which, in a 
special sense, confront the Prime Min¬ 
ister as the leader of the government of 
the country. The nation, surely, has a 
right to expect that Mrs Gandhi’s tenacity 
of purpose should be put to proper use. 

the Blue 

position would have been known to the 
auditors when a balance sheet was 
drawn in each case as on July 18, 
1969, It has been argued that in almost 
all cases adequate provision had been 
made for bad and doubtful debts and 
undisclosed reserves would have streng¬ 
thened considerably the financial posi¬ 
tion and there wouid be only a marginal 
excess over capital and adjusted re¬ 
serves which might not be even adequate 
for providing compensation for good¬ 
will. There would of course have to be 
some deduction for unprovided and 
accrued liability in respect of retirement 
benefits like gratuity. 

It is*known that all these factors 
were taken into consideration and the 
compensation amount was fixed in 
each case taking also into consideration 
capital gains relating to immovable 
property on the basis of a rough valua¬ 
tion. It was, however, pointed out that 
capital gains would be taxed only if 
there was an excess over the 1954 base 
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where assets had been created prior to 
this vear. It was ato stated that there 
would be considerable difficulty in 
distinguishing the different components 
that constituted the compensation 
amount ami there would be room for 
vexatious legal proceedings before 
finally determining tax liability. As 
regards the shareholders, the view was 
held that no liability would be attracted 
where the payments were made out of’ 
reserves and capital and that, if at all, 
the distributions could be deemed as in¬ 
come only il they came out of taxed 
reserves accumulated within three years 
prior to the date of nationalisation. 
Tills was thought to be the maximum 
liability in respect of taxation for the 
erstwhile banks and their shareholders. 
On the other hand, some experts were 
of the view' that the compensation 
amount was not based on any defined 
principles and the government had even 
taken into account the liability that 
would have to be borne by the ertswhile 
banks on account of taxation before 
fixing compensation and that the whole 
amount was free of tax at the hands of 
the erstwhile banks and their share* 
holders. 

As the exact position in regard to tax 
liability could not be ascertained and 
the government also did not issue any 
clarification until recently many com¬ 
panies thought it prudent to formulate 
schemes for merger with industrial 
units. Some also proposed the forma¬ 
tion of development finance companies 
or new merchant banking units for 
merging the erstwhile banks with the 
new companies in order to avoid any 
possible liability towards taxation of 
“income" excepting ascertainable capi¬ 
tal gain. It has. however, so happened 
that not one single merger has been 
approved so far by the government in 
spile of the fact that all formalities have 
been observed by the merging compani¬ 
es and the high courts also had given 
their approval for the schemes. Indeed, 
in one case the high court has ruled 
that no clearance from the Monopolies 
Commission is necessary and what all 
was probably required was the forma! 
permission of the Controller of Capital 
Issues for raising resources by the unit 
which was taking over an" ertswhile 
bank. Actually* the dissenting share¬ 
holders have even been paid in cash by 
Tata Hngineering and Locomotive Com¬ 
pany Limited which is to take over the 
assets and liabilities of the Central 
Bank of India Limited in pursuance of 
the indicated cash option. 

The government's dilatoriness in 
dealing with problems relating to com¬ 
pensation has seriously affected small 
shareholders and further dividends 
cannot be paid some erstwhile banks 
where the mergers have been approved 
and the incomes for a specified period 


had been utilised for payment of divi¬ 
dends. The shareholders of these banks 
wi/l have to wait indefinitely for getting 
dividends or for taking advantage of the 
merger proposals. Jt is only to be hoped 
that the hardship caused by the go¬ 
vernment's vacillation will be realised 
and the necessary redress will be pro¬ 
vided. 

Other erstwhile banks which are not 
involved in any merger scheme have 
either declared or distributed handsome 
dividends which belonged partly to 
accumulated reserves after deducting 
tax at source. This procedure was pro¬ 
bably adopted in the belief that reserves 
accumulatted in a three-year period 
prior to nationalisation would in any 
case be taxable. The view was also held 
that where payments out of past re¬ 
serves were deemed as income, stagge¬ 
red distributions would be helpful in 
minimising the tax liability of investors. 
Some banks like the United Com¬ 
mercial Bank Limited and Indian Bank 
Limited have also thought it desirable 
to go into voluntary liquidation and 
distribute available assets to the share¬ 
holders speedily after providing for 
taxation in respect of capital gains, if 
an>. 

The clarification of the Central Board 
of Direct Taxes has, however, come as 
a bolt from the blue as it has not 
even been acknowledged that any 
portion of the difference between capi¬ 
tal and reserves and compensation can 
relate to goodwill compensation and 
that this portion will not be liable to 
be treated as capital gain or income. 
Apart from the unfairness involved in 
treating this portion as capital gain, 
it has been emphasised that there will 
be genuine difficulty in computing the 


quantum of aggregate reserves and 
determining also capital gam ana that 
there was room for serious difference 
of opinion in the assessment of aggre¬ 
gate reserves or net capital gain. While 
these are the conundrums pertaining to 
taxation of capital gain, at the hands of 
the erstwhile banks, there is the view that 
to include reserves accumulated out of 
profits ‘‘which arose after the end of the 
previous year relevant to the assessment 
year 1953-54", will cause considerable 
hardship to all shareholders and that 
the effectiveness of compensation would 
be severely whittled down because the 
bulk of the reserves had been accumu¬ 
lated after 1952. 

It is not known what exactly will be 
the final outcome as it is quite likely 
that the decisions of the Income Tax 
Department will be disputed by the 
erstwhile banks when their assessments 
for 1971-72 are taken up covering the 
profits for 1970. As the compensation 
was paid in the middle of last year the 
question of capital gains will be con¬ 
sidered when the returns for the assess¬ 
ment year 1971-72 are taken up by the 
tax authorities. In view of the heavy 
losses already suffered by the share¬ 
holders on account of reduced incomes 
and a sharp decline in market values 
of shares of erstwhile banks after the 
clarification of the Central Board of 
Taxes, the Income Tax Department 
should in fairness to the erstwhile banks 
and their shareholders take up test 
cases and get the necessary rulings from 
the Supreme Court. The government 
also should take early favourable de¬ 
cisions in regard to the mergers of erst¬ 
while banks with industrial units. There 
should be no unfair attempt to reduce 
the cost of nationalisation of banking 
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The decision of the Government of India to 
de-control jute export prices is no surprise. The 
affairs of the jute industry have, for sometime 
past, been over-shadowed by a sense of un¬ 
certainty, and business in raw jute has been 
more or less at a stand-still The confusion 
began as early as May last. With the coming 
inn) power of the Suhrawardy Ministry a 
change in control measures was expected. But 
it was also taken for granted that some sort of 
control will continue in Bengal. In the earlier 
stages of discussion between the Provincial and 
the Central Governments and members of the 
trade, the general trend, it is understood, was 
that it was not desirable that prices of raw juc 
should be permitted to rise, as it was thought 
likely that it would put the Grpw-Morc-Food 
campaign m jeopardy. And as far back as 
July, the trade felt confident that a standstill 
would not be permitted for long. A series of 
conferences at this stage proved infructuous. 
In September, Congress assumed office at the 


Centre. Premier Suhrawardy declared indepen¬ 
dence. When the D.l. Rules expired at the close 
of September, and the question whether there 
should be any control over internal prices and 
distribution passed to the hands of tne Provin¬ 
cial Government, the Bengal Government de¬ 
cided to let the laws of supply and demand 
take their natural course. A conference in the 
beginning of September failed to bear any fruit 
and even a last minute effort by a representative 
of the Central Government failed to save the 
situation. The climax in the conflict between 
the Provincial and the Central Government was 
reached on October 1, when the Government of 
India decided to continue exports of raw 
jute and jute manufactures only if they 
conformed to the previous prices fixed under 
the control regulations during the war. For 
their part the Government of Bengal who had 
made no secret of their intentions in this regard, 
did away with all internal control 
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by imposing heavy taxes. It need hardly 
be stated that the compensation paid 
is not in any sense generous as flourish¬ 
ing businesses have been taken over 
by the government. Even in the first 
year of full working after nationalisa¬ 
tion, the net income derived by the go¬ 
vernment out of the profits of the 14 
major banks was only slightly short of 
the interest charges borne on the com- 
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pcnsation amounts while the earnings 
for 1971 are likely to permit the distri¬ 
bution of a share of residual profits 
to the government which will be con¬ 
siderably in excess of the interest 
charges paid on the aggregate compen¬ 
sation amount. The government also 
would have benefited by the payment 
of larger amounts by way of taxes on 
profits. 


HMT Its Old Self Again 


At last Hindustan Machine Tools 
Ltd (HMT)—a state-owned undertak¬ 
ing— has said good-bye to the spell of 
three bad years in a row. The working 
results for the year ended March 31, 
1971, have shown a net profit of Rs 
30.78 lakhs besides a number of other 
plus points such as an all-time high in 
production at Rs 20.37 crores, increase 
in sales by 23 per cent, a jump in ex¬ 
ports by 38 per cent and the launching 
of a number of expansion and diversi¬ 
fication programmes. 

Until the onslaught of the recession 
in 1967, HMT enjoyed unique prestige 
among the public sector undertakings 
of this country because of its meticu¬ 
lous attention to the quality of its 
products, its capacity to innovate and 
the ability to declare reasonable profit 
on capital employed. It was the re¬ 
cession which brought home to HMT 
that it had a number of inherent fail¬ 
ings such as the narrow range of its 
products and not a very efficient sales 
organisation. Consequently its working 
operations were in the red when the 
adverse winds started blowing. The 
change in the market situation indi¬ 
cated that the sale of HMT machine 
tools was no longer assured; it necessi¬ 
tated at once some far-reaching changes 
in its operations and management. 
The increase in stocks during the last 
three years led to losses which were 
unexpected in magnitude. Indeed, 
the recession taught HMT a few lessons 
but at great cost. Its approach to mar¬ 
keting underwent a sea change. Sales 
were no longer taken for granted. 
Happily, the “total engineering service” 
which was introduced by HMT about- 
two years ago proved a boon as it siti- 
mulated sales. The special demonstra¬ 
tions at the show rooms of HMT in 
the metropolitan cities attracted many 
a potential buyer. 

Now HMT can look forward to 
steady expansion in its operations, 
thanks to revival in the domestic mar¬ 
ket coupled with the aggressive sales 
policy adopted by it. What is more, 
HMT has rightly placed increased em¬ 
phasis on research and development be¬ 
cause it is only by consistently review¬ 
ing its production programme in keep¬ 
ing with market trends that it can hope 
to avoid accumulation of inventories 


as was witnessed in the recent past. Mr 
S.M. Patil, Chairman of HMT, is how¬ 
ever right when he says that the under¬ 
taking cannot rest on its oars because 
of the turn that its working operations 
have taken in 1970-71. The equity capi¬ 
tal of HMT now stands at Rs 25 crores 
and the net profit of a little more than 
Rs 30 lakhs can hardly be deemed as 
satisfactory return on investment. 
Moreover this modest profit emerged 
after sizeable losses in the preceding 
three years. The arrears for develop¬ 
ment rebate reserve for four years 
(including 1970-71 N were as high as Rs 
78 la£h$. The undertaking has in¬ 
curred debts valued at more than Rs 
15 crores which remain to be repaid. 
Also, much greater effort will be 
needed in the coming years in order to 
increase the profitability of this under¬ 
taking in view of the rising burden of 
salaries and wages which are in no 
way related to improvement in pro¬ 
ductivity. The domestic market will 
demand from HMT more sophisticated 
machine tools because many small 
units in the country are now able to 
meet the demand of the less sophisti¬ 
cated tools. 

The stress on exports will have to be 
increased though HMT has already a 
good record in this regard and can 
hopefully expand its exports in some 
of the industrially advanced countries 
where the manufacture of machine 
tools is slowly being given up due to the 
mounting labour costs. The share of 
labour content in the cost of machine 
tools is of a high order and this country 
certainly has an advantage over some 
of the industrially advanced countries. 
Given the necessary determination 
HMT can capture the markets of affl¬ 
uent countries because of this obvious 
advantage. It is hoped that the intro¬ 
duction of the Generalised System of 
Preferences in the European Economic 
Community will improve the competi¬ 
tive position of machine tools manu¬ 
factured by HMT. The undertaking’s 
efforts so far to sell more in foreign 
markets have been crowned with modest 
success — exports totalled Rs 1.25 
crores in 1970-71 — because of its policy 
of active participation in international 
fairs which provioded an opportunity 
for showing to the world the rapid 
strides that this country in general and 


HMT ia particular has taken in this 
specialised Geld. The HMT has succeed * 
ed in winning a bulk order valued at 
$400,000 from the USA which 
again is an indicator of its capacity to 
sell machine tools in the most sophisti¬ 
cated market of the world. 

The diversification programme of 
HMT includes the manufacture of trac¬ 
tors, printing machines, die casting 
and plastic injection moulding machines. 
The agricultural tractors are proposed 
to be manufactured in the Pinjore 
unit. Within six months of signing a 
technical collaboration agreement 
with Messrs Motokov Foreign Trade 
Corporation of Prague (Czechoslo¬ 
vakia) the assembled tractors rolled 
out of the factory. According to pre¬ 
sent plans, about 12,000 HMT-ZETOR 
tractors of 20-25 HP are proposed to 
be turned out every year. Another 
technical collaboration agreement has 
been signed by HMT for the printing 
machinery project at the Kalamas- 
sery plant (in Kerala) with Messrs 
Societe Nebiolo of Turin (Italy), for 
the manufacture of automatic letter 
presses, offset presses and paper cutt¬ 
ing machines. HMT has also entered 
into a technical agreement with Messrs 
Verson Allsteel Press Company, Chica¬ 
go, for setting up a press project at its 
Hyderabad unit. For die casting and 
plastic injection moulding machines, 
it has signed an agreement with Messrs 
Interfunda St. Gall, Switzerland, for 
the unit at Bangalore. It hfts been esti¬ 
mated that when these new projects 
are completed, HMT would have a 
total production capacity of Rs 60 
crores per annum. All these new pro¬ 
jects have great possibilities of in¬ 
creasing the rate of return on capital 
employed by HMT, thus making up for 
some of the losses incurred by it in the 
manufacture of some machine tools 
where competition is the hardest and 
profitability not very encouraging. 

It is good that HMT has embarked 
upon these programmes but it must en¬ 
sure an adequate rate of return on in¬ 
vestment in order to justify its entry 
into this new field. A large number 
of public sector undertakings has been 
in the red in recent years and if HMT 
also rejoins their ranks through inade¬ 
quate attention to this essential ele¬ 
ment, it will have failed to justify it 
diversification programmes. The fourth 
five-year Plan had put much faith in 
the capacity of the public sector under¬ 
takings, to generate resources for the 
implementation of the plan projects. 

But all such hopes have been* dashed 
to the ground because of the poor 
workmg results of most of these units. 

The HMT will have to be on its guard 
in managing its new projects which in 
financial terms are likely to go much 
beyond the major activity for which it 
was set up. 
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States In The Red 

EDITOR ’ 


On 'i hi issue of state overdrafts at any 
rate New Delhi cannot complain of an 
unaccommodating or unhelpful press. 
In condemning state governments for 
fiscal indiscipline the public prints have 
been strikingly forceful and unanimous. 
A typical newspaper editorial, for ins¬ 
tance., had for its title the phrase * 4 Im¬ 
provident States” and yet it is really 
not as if all the virtue that there is in 
this matter is to be found in the central 
government or the union Ministry of 
Finance. On the contrary, any or 
every criticism that could be levelled 
against state governments for violating 
financial discipline can be directed with 
equal force against the central govern¬ 
ment as well. When state governments 
lean heavily on the Reserve Bank for 
overdrafts they are doing no worse 
than the central government when the 
latter draws so freely on the facilities of 
the printing press at Nasik unaccom¬ 
panied by corresponding economic 
growth in the country. Indeed it is 
deficit financing at the centre which is 
the basis of the inflationary financing 
at various levels of administration. 
Satan rebuking Sin is an image which 
seldom impresses. 

Waste of Energy 

Against this background of public 
finance as is being practised in New 
Delhi as well as in various state capi¬ 
tals, the union Finance Minister's re¬ 
sort to sermonising at the recent con¬ 
ference of chief ministers in New Delhi 
can be regarded only as a misguided ex¬ 
penditure of energy. It would be well to 
recognise the fact that budgetary defi¬ 
cits have now become firmly written 
into the wav government finances itself 
in this country. This is for the simple 
reason that savings in the community 
have been consistently falling below the 
cads of many kinds or demands from 
many sources which are being made on 
them. If the economy had been suffi¬ 
ciently productive there would have 
been no need for states going in for 
heavy overdrafts; by the same token 
there would have been no occasion 
either for the central government to 
resort to sell-deleatmg doses of deficit 
financing. The vulnerability of the 
public exchequer, whether at the centre 
or at the level of the states, is therefore 
only a symptom of a much larger eco¬ 
nomic failure. The overdrafts may be 
but part of the evidence that underlines 
this basic weakness of the nation’s and 


1 his is the script for » broadcast in the 
“Spotlight” programme on October 21 and is 
published here by courtesy AIR. 


therefore the government’s economic 
position. But they certainly have not 
caused the malady itself. 

In fairness to the central government 
generally and the Finance Ministry in 
particular, it has to be said however 
that the Finance Minister’s talks with 
the chief ministers were not confined to 
minatory counselling against overdrafts. 
It also had a more positive aspect of 
directing thinking in the state capitals 
towards the mobilisation of more re¬ 
sources particularly for development 
spending. But even here because of the 
basic situation of insufficient national 
economic growth and therefore savings, 
to which 1 referred earlier, the explora¬ 
tion of resource possibilities could only 
be of limited value. This was brought 
out very dearly indeed in a kind of 
position paper circulated among the 
chief" ministers regarding ways of rais¬ 
ing additional revenues at the state 
level. That the suggestions made were 
neither many in number nor particularly 
promising reflected the narrowness of 
the area for investigation. 

Fiscal Significance 

In the circumstances, the proposal 
emanating from the centre for taxing 
farm incomes along with other incomes 
under the auspices of a comprehensive 
central legislation gained a dispropor¬ 
tionate amount of publicity, dispropor¬ 
tionate. i.e., to its possible fiscal signi¬ 
ficance. It has been argued once too 
often that, as it is, a large number of 
more or less high farm incomes is avoid¬ 
ing being taxed, thanks to the political 
limitations to which the state govern¬ 
ments are subject. This argument has 
many flaws. There is, for instance, no 
authentic estimate available of the in¬ 
come which is supposed to be avoiding 
tax in this manner. In any case it is by 
no means obvious that the earnings 
benefiting in this manner arc apprecia¬ 
bly large m volume than, say, the earn¬ 
ings of the smaller industrialists or 
traders or the professional men many 
of them with considerable incomes, 
who manage to keep themselves out¬ 
side the inefficient coverage of the cent¬ 
ra! income-tax. 

A whole world of illogicality and 
muddled thinking, I am afraid, is to be 
found in most discussions of the fiscal 


immunity alleged to be enjoyed by the 
farming population. It is conveniently 
forgotten that, if urban incomes, broad¬ 
ly so described , have to bear the brunt 
of the taxation, it is only because there 
is a larger element of taxable capacity 
at least taxability in the case of urban 
incomes in relation to its distribution 
among the urban population than in the 
case of rural incomes in relation to its 
distribution among the rural popula¬ 
tion. I concede that this argument 
would still leave unanswered the ques¬ 
tion about rich farmers growing richer 
on the green revolution without 
shouldering their load of the tax bur¬ 
den. Here, too, many shallow assump¬ 
tions are apt to go unchallenged. Even 
if the agricultural incomes of the rich 
farmers are not liable to taxation in the 
first instance their further proceeds be¬ 
come taxable when those incomes are 
invested in other kinds of business or 
property. To the extent that these in¬ 
comes are ploughed back into further 
capital investment in agriculture, it 
would be difficult to say that the country 
does not on the whole gain from the tax 
exemption enjoyed by these beneficiaries 
through such reinvestment. 

Subsistence Level 

More generally speaking, even if 
agricultural incomes by and large are 
not directly taxed, it does not by any 
means follow that the earners of those 
incomes have been able to avoid the 
heavy taxation which the country as 
a whole bears. With the vast expan¬ 
sion of indirect taxation both at the 
central and state levels, the consump¬ 
tion of farming population is taxed in 
the same way as the urban population 
except where sections of the farming 
population are so poor that their 
consumption is restricted to the level 
of subsistence or less. He would be 
a hard man indeed who would 
say that even such abysmally poor 
sections of the people in the country¬ 
side should be made liable at least 
to a token contribution to the public 
exchequer. My point is that generalisa¬ 
tion about the agricultural sector es¬ 
caping tax liability could be gravely 
mistaken and prove grossly misleading. 
Especially with the rapid increase in the 
sweep of central excise taxation and the 
progressive stepping up of the rates of 
various indirect taxes it would be wholly 
fallacious indeed to assume that the 
people in the countryside have not been 
seriously affected both as consumers and 
producers. Even in the case of a 
tax such as the central excise duty on 
manufactured tobacco, it would be 
rash to assert that some of its incidence 
does not fall on the growers of toba¬ 
cco 

At the conference of chief ministers 
it was agreed that the proposal for com- 



October 29, 1971 

bining agricultural taxation with in¬ 
come-tax into general levy on incomes 
could be examined by an experts commit¬ 
tee. Some commentators have been in 
a hurry to describe this as a cynical 
shelving of the issue. This criticism is 
unrealistic. Jt has to be recognised that 
the secular trend in our polity is to¬ 
wards more federalism rather than less. 
There is already a feeling generally and 
a conviction in some quarters that much 
of the financial difficulties of state go¬ 
vernments is derived from a historic 
concentration of the powers of taxation 
in the central government. 

It is true that quite a large number of 
excellent administrative reasons or 
even some very sound economic argu¬ 
ments could be and in fact have been 
advanced in favour of the central gover¬ 
nment's taxing authority being as com¬ 
prehensive as possible. But, then, the 
other side of the coin is that there 
should be built-in mechanisms and 
processes in centre-stale financial re¬ 
lations which are capable of func¬ 
tioning promptly and efficiently to 
effect devolution of revenue or other 
transfers of funds from the centre to 
the states as the legitimate needs of the 
latter may decree from time to time. 
Although the Constitution has provided 
for periodical Finance Commissions 
precisely for this purpose while the 
states themselves have been able to build 


Ri ports in the daily press suggest that 
the government of India will soon, set 
up a high-powered commission to re¬ 
view the functioning of public sector 
undertakings, particularly to examine 
why many state*owned units have fail¬ 
ed to deliver the goods. The same com¬ 
mission, it appears to us, will do well 
also to examine how and why quite a 
few state-owned concerns have proved 
phenomenally successful. Take, for 
example, the Stale industrial and in¬ 
vestment Corporation of Maharashtra 
Limited (SICOM) which, within just 
five years, has already played such an 
effective role in the economic develop¬ 
ment of Maharashtra, Indeed, SICOM 
has been so successful that it has ac¬ 
quired a degree of scif-confidcnce which 
explains its increasingly diversified acti¬ 
vities and also its bid to take on more 
and more. 

What is all this due to? The energy 
and dedication of the SICOM stall? 
The wholehearted support and active 
encouragement given to the corpora¬ 
tion by the government of Maha¬ 
rashtra? or the fact that SICOM’s 
Chairman—Mr N.M. Wagle —h a sea¬ 
soned businessman (apart also from 
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up a strong bargaining position in the 
Planning Commission, few would dare 
to assert that the centre-state financial 
relationship has been settled to the 
reasonable satisfaction of the states or 
indeed even in a more objectively de¬ 
fensible fashion. In the circumstances 
state governments arc naturally loath 
to consider the proposition that they 
should concede any further fiscal autho¬ 
rity to the centre. To attribute their 
objections to the centralised taxation of 
farm incomes solely to considerations 
of political self-interest, enlightened or 
otherwise, would therefore be to miss 
the point. 

There is a real issue of princi¬ 
ple involved in this situation, a principle 
which can perhaps be properly settled 
only in terms of an expert review of a 
whole range of matters of public linance. 
There have been suggestions off and 
on that it is time a new taxation com¬ 
mission was set up. This demand seems 
to possess substance at least where 
centre-state financial relations are con¬ 
cerned. While the f inance Commission 
is more or less limited to specific obliga¬ 
tions, the Planning Commission has 
mainly^ been a place for horse trading. 
There may therefore be a good case 
for a more adequate and scientific hand¬ 
ling of the problem by a properly quali¬ 
fied body with appropriate terms of refe¬ 
rence. 


being an experienced civilian) who sees 
to it that the corporation is run on 
sound commercial lines? 

Without seeking to anticipate what 
any commission that is to go into the 
working of the public sector under¬ 
takings may have to say, we may 
straightaway suggest that the success, 
wherever such has been achieved, of 
public sector undertakings is the result 
of a combination of all the three, name¬ 
ly dedication of the staff, co-operation 
of the government and pragmatism of 
the businessman chairman, as reflected 
in the latest annual report of SICOM. 
Whether it is the public sector or the 
private sector, it is the people who run 
a given undertaking that are realty res¬ 
ponsible, in the ultimate analysts, for 
its success or otherwise, but it is im¬ 
perative that these people have a len¬ 
der that can inspire them as well us 
evoke their respect. 

The working of SICOM also means 
the working of its subsidiaries. SICOM 
seems to form a new subsidiary 
every year. In 1969-70, for example, it 
formed CIDCO—the City and In¬ 
dustrial Development Corporation of 
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Maharashtra Limited -and, during 
1970-71, again, it formed another subsi¬ 
diary, MAFCO— the Maharashtra 
Agricultural and Fertilizer Promotion 
Corporation Limited. SICOM deserves 
to be congratulated on forming this 
second subsidiary, as it has thereby 
fully justified its stains as a develop¬ 
mental organisation. The corporation 
considered it necessary to form, this 
subsidiary, us it has been conscious of 
the fact, to quote Mr Wagle, “that its 
strategy of concentrating on a few cent¬ 
res for promotion of industrial growth 
at a lime may not be able to secure the 
evenness in incomes which is the ulti¬ 
mate objective of the policy of balanced 
development. Since it is not possible 
to promote industries in all parts of 
the stale, the development of regions 
unsuitable for industrial growth could 
be achieved only by agricultural de¬ 
velopment"’. {Champions of indust¬ 
ries anywhere and everywhere, mark 
these words). liven agricultural de¬ 
velopment has its limitations and re¬ 
cognising this, doubtless, MAFCO 
pragmatically porposes to promote I he 
processing and marketing ofagricultural 
products. Also rightly, it wants to in¬ 
crease the availability of agricultural 
raw materials for agro-based industries. 
This should till a long-needed want, 
and it is only in the fitness of things 
t hat the lead m the matter should come 
from Maharashtra, what with its fairly 
long and well established record as a 
pioneer in the held oT agro-industries. 

\ Plus Factor '* 

Setting aside the capital gain on sale 
of investments (which, for a public 
sector organisation, is a particularly 
plus factor) and taking only performance 
on tlie basis of average resources em¬ 
ployed, we find that SICOM's average 
resources employed rose from Rs 92.35 
million in 1969-70 to Rs 111.29 mil¬ 
lion during the last fiscal year. Simi¬ 
larly, after isolating all external fac¬ 
tors, c.g. capital gains, dividends re¬ 
ceived on investments transferred by 
government, etc., the earnings of 
SICOM improved from 6.HI per cent 
in 1969-70to 8.23 percent in the latest 
accounting period. It is noteworthy 
that this improvement is despite the 
fact that the corporation's promotional 
activities (which are both continuing 
and intensive) involve substantial ex¬ 
penditure, though not a direct return. 
It is an indication that SICOM has 
reached the stage of generating its own 
resources, as witness the substantial 
increase in the return on loans dis¬ 
bursed by it. It is also a proof of the 
able management of its funds*as much 
as that of its strict control over expendi¬ 
ture. True SICOM's total expenditure 
shows a rise (from 6.74 per cent to 
7.83 per cent), but this is less than the 
percentage rise in earnings. Moreover, 
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the extent of rise in overheads has been 
no more than 0,27 per cent . A major 
contributory facter for the rise in total 
expenditure is the financial expendi¬ 
ture, tfrU is ‘“the cost of money'’, 
a factor over which SfCOM has or can 
have no control. 

Both sanctions and disbursements oi 
SfCOM continued to show improve¬ 
ment. In 1970-71, these aggregated Rs 
103.38 million and Rs 38.79 million 
compared to Rs 84.98 million and Rs 
22.46 million, respectively, in 1969-70. 
With these disbursements, the financial 
assistance sanctioned is estimated to 
generate a total capital investment of 
the order of Rs 853.38 million in the 
developing regions of the state in as 
many as 370 industrial units, Mr Wagle 
has unfortunately omitted to mention 
the total employment potential of all 
these investments. This information 
would he especially timely today. 

SICOM has a variety of activities, 
including the Plant Location Services 
(PLSC) and the Project Investigating 
Section (PR1S) which have a good 
record to their credit. The PLSC has 
assisted 27*1 units, including 108 large- 
scale units, so far, and ihcir total in¬ 
vestment-generation potential is put at 
over Rs 734 million. PR1S also has a 
number of projeels — the Rs 7-erore 
sponge iron plant in Chanda district 
and ilie Rs 100-lakh ancillary unit for 
the manufacture of machine tool 
accessories at Nagpur. Besides these, 
SICOM also makes technical appraisals 
of projects which seek its financial 
assistance. All lhc.se mean that SICOM 
has also begun to initiate and set up 
special projects, but the Nagpur pro¬ 
ject is significant, in that it is to be in 
collaboration with Hindustan Machine 
Tools, Bangalore, which marks the be¬ 
ginning of what may turn out to be a 
very fruitful collaboration between an 
all-India public sector undertaking and 
a state development organisation. 

Two Subsidiaries 

SI CO M's two subsidiaries CJDCO 
and MAKO have started well and 
are making slow but sure headway. 
However, it is still too early to assess 
ihJr achievements, but whai they have 
; chicNed so far indicates that they are 
proceeding along sound lines. CiDCO 
has a very ambitious programme 
which is not without its critics, but it 

m the safe hands of an able and ima¬ 
ginative administrator who means 
business. MAFCO, as we have 
said earlier, promises to be a very use¬ 
ful adjunct to SlMCO. 

The steadily increasing activities of 
SICOM imph a large body of trained 
slat) and it is just as weli, therefore, 
that, to acquaint new SICOM per¬ 
sonnel with these activities, SICOM 


has arranged an annual five-week In¬ 
duction Training Programme . The 
(raining is said to be intensive and 
covers, as it should, all SICOM opera¬ 
tions, including visits to industrial com¬ 
plexes near Poona, industrial estates 
at Ahmcdnagar and industrial areas 
of the Ml DC in Aurangabad. Nasik 
and Nagpur. 

SICOM seems to have come into its 


Tur: vouiwr of our international 
trade is steadily rising every year. Up 
to the year 1951-52, there were 
only three major ports which could 
handle the entire trade traffic. These 
were Calcutta, Bombay and Madras. 
In the year l c »51-52, the traffic handled 
by these ports was 9,45 million tonnes, 
7.52 million tonnes and 2.05 million 
tonnes, respectively. Other minor 
ports at that lime, viz., Visakhapatnam 
and Cochin, handled only f. (4 million 
tonnes and 1.61 million tonnes, res¬ 
pectively. In the year 1967-68, three 
additional ports viz., Paradip, Mor- 
mugao and Kandla, came into operation 
and there was a sizeable increase in 
traflic volume. Total traffic handled by 
these ports was to the extent of 55.0 
million tonnes. Of this, 30.1 million 
tonnes was import traffic and 24.9 
million tonnes export traffic. All the 
minor ports taken together handled 
about 8.2 million tonnes in the same 
year. Thus, the total trade traffic in 
1967-68 was of the order of 63 2 million 
tonnes 

MB ip to Overseas Trade 

The development programme envi¬ 
saged in the industrial sector in port 
cities will give further fillip to the 
overseas trade in the country. A 
major part of the increase will be on 
account of bulk commodities such as 
petroleum products, iron ore and ferti¬ 
lisers. The Planning Commission envi¬ 
sages a growth rate of seven per cent 
in our exports during the fourth Plan 
period. 

The increasing volume of trade 
traffic is sun. to necessitate the planning 
of integrated development schemes of 
port facilities. The fourth five-year 
Plan has put ibe total cost of the 
programme v\ Rs 300 crores in the 
central sector. The port trusts are also 
expected to contribute another Rs 
100 crores. The important port deve¬ 
lopmental schemes in progress which 
arc proposed to be completed in ibe 
fourth Plan period are Haldia, Manga- 


own like Polymer and other state cor¬ 
porations in Canada, which is evidenced 
by the fact that, last year, it could ctYect 
its fourth series of bonds ofRs 19,2 mil¬ 
lion by private placement with the 
subscribing institutions. If more and 
more public sector undertakings could 
mobilise resources in this way on their 
own, they would cease to be the peren¬ 
nial headaches of the government as 
some of them happen to be today. 


lore and Tuticorin. However, provi¬ 
sion has been made for completion of 
the dock expansion scheme at Bombay 
and the old dock in Madras, The new 
major schemes envisaged in the fourth 
Plan are Mormugao and Madras har¬ 
bours, construction of outer harbour at 
Visakhapatnam and a satellite port for 
Bombay at Nheva Shcva. The deve¬ 
lopment schemes as given in the fourth 
five-year Plan need to be integrated 
with the development plans of the port 
towns. It is, therefore, necessary that 
adequate provision for port town 
development is made in the state plans. 
Major port cities of India along with 
their improvement proposals are dealt 
with below. 

Bombay r Bombay port handles the 
largest number of foreign incoming 
ships. There is, therefore, necessity for 
strengthening the ship repairing faci¬ 
lities in this port, which at present arc 
inadequate. Bombay port has good 
prospect for the ship-building industry. 
The expansion of the facilities would 
boost job opportunities. The deve¬ 
lopment of satellite port of Nheva 
Sh< va may create a new township 
around it. Development plan of this 
township may, therefore, be prepared 
in advance by the concerned authority. 

Calcutta : Until very recently, the 
porr of Calcutta handled the biggest 
tonnage of shipping among the Indian 
ports. Even now its share of export 
trade is 45 per cent, which is the highest 
in any single port in India. Unfortu¬ 
nately, the rapidly growing problems 
of silting of the Hooghly bed have been 
posing increasing threats to the funct¬ 
ioning of the port. It is feared that 
the fast rate of silting of the river bed, 
as observed in the last few years, would 
paralyse the port’s functional area. 
However, it is heartening that the con¬ 
cerned authorities are fully aware of 
this situation. The ambitious scheme 
of the construction of Farukka barrage 
is an effective step in this direction. 
There is an imperative need to control 
the traffic congestion by planning the 
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harbour of Calcutta. By doing so the 
Calcutta port would be in a position 
to handle bigger traffic load. 

Madras : Madras port city area has 
good prospects for development. 
Effective planning will have an 
impact on the changing cha¬ 
racter of the economy of the city and 
Tamil Nadu as a whole. The manufac¬ 
turing industry and trade which arc 
already substantial due to the port 
activities are likely to expand. Such a 
process will necessitate development 
programmes and control of the city 
with regard to land and services. The 
development of Madras city should 
receive consideration for the creation 
of a free trade zone for the port area. 
Madras, therefore, has potential of 
generating high export possibilities. 

Strategy for Development 

The port cities of India have im¬ 
mense scope for development due to 
the vast potential of overseas trade 
and suitable maritime situation. These 
port cities however are confronted with 
many problems. It is, therefore, neces¬ 
sary that the future development schem¬ 
es of the port towns arc regulated in an 
orderly manner so that long-term prob¬ 
lems do not crop up. This can be 
achieved through comprehensive deve¬ 
lopment plans for the port city area. 
Various activities such as tranship¬ 
ment, trade and industries, have to be 
viewed as an integral part of the deve¬ 
lopment of port towns. Development 
plans for port cities must, also take 
into consideration the hinterland area. 

In terms of functional entities, a port 
can be divided into three distinct parts 
viz., port area, port-based township 
and its hinterland. The port area 
normally finds better location along the 
coast line or the river bank. It should 
consist of a shipyard, docks, light 
house, stores, sheds and other estab¬ 
lishments for the transhipment of 
goods. Sufficient provision for the 
offices like customs, posts and tele¬ 
graphs, fire service, security, etc., 
should be made in the port area. 

There is a general tendency for 
towns to grow in close proximity of 
the port area. Quite often this tendency 
has resulted into chaotic growth of the 
settlements. The expansion programme 
of the port area in such cases becomes 
extremely difficult. Unless there is 
sufficient control over the growth of 
such urban settlements, traffic hazards 
and bottlenecks in transhipment are 
bound to increase. In order to avoid 
this situation, it is necessary that the 
town is kept at a reasonable distance 
from the port area. An intermediate 
zone may be created between the port 
area and the town, where construction 
of houses and other unregulated deve¬ 


lopment is put under check. This area 
should be kept as reserve land which 
may be brought under easy control 
in the event of any future expansion 
programme of the port area. Till that 
time this land should be put to recreat¬ 
ional and such other uses. The physical 
layout of the port should clearly make 
provision for this land. 

Most of the big port cities in India 
such as Calcutta, Bombay and Madras 
have been showing a peculiar pattern 
of mixed land use which generally 
retards their development. The land 
use plan for the port should make 
adequate provision for various specia¬ 
lised activities. Industries which have 
no direct relevance with the port acti¬ 
vities should not be allowed to be set 
up near the port area; these could be 
located at the other end of the town. 
Due consideration should be given to 
work-place relationship while ear¬ 
marking land for residential purposes, 
i.e. the selection and allocation of 
residential land should be such that the 
worker gets easy access to the place 
of his work without having to travel 
long N distances. The neighbourhood 
concept is another important consider¬ 
ation which should be applied in the 
land use plan of the residential area. 

Proper layout plan of the transport 
system of the port is of great impor¬ 


tance because the port acts as the 
major transhipment centre. The detail¬ 
ed layout of the railway yard, track, 
goods sheds and other terminal facili¬ 
ties should be such that efficiency in 
transportation is maintained. Trans¬ 
port plans should be made on a regional 
basis to maintain the link between the 
hinterland and the port. 

The preparation of plans as w'ell as 
the implementation of port town deve¬ 
lopment have large financial impli¬ 
cations. The various concerned autho¬ 
rities have direct or indirect responsi¬ 
bilities for the development of port 
towns. Port trusts and municipalities 
or corporations are supposed to work 
in close co-operation at the local level. 
Local authorities should provide subs¬ 
tantial financial help from their reve¬ 
nues earned through direct or indirect 
taxation. These bodies might augment 
their resources by levying certain new 
taxes, if possible, and by undertaking 
commercial enterprises. The state 
governments which generally earn consi¬ 
derable income from ports every year, 
should make adequate financial provi¬ 
sion to improve the ports which ulti¬ 
mately would give good returns. The 
central government should also make 
sufficient financial provision for the 
development programmes of the port 
towns as well as their modernisation 
on scientific lines. 
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WINDOW ON THE WORLD 

Scandinavia and the EEC—II 

JOS5LEYN HENNESSY 


LONDON. 

THE OVER-FISHING PROBLEM 

Norway, like all other north European 
countries, is actively concerned about 
the threat of overfishing, both for the 
important traditional white varieties 
and more recently for pelagic varieties 
such as herring. Danish fishing inte¬ 
rests have been especially concerned 
about falling herring catches. Nor¬ 
wegian fishing interests argue that in 
practice overfishing can only be prevent¬ 
ed by tough and extensive use of restric¬ 
tions on access to territorial waters. 
The national inshore fishing community 
is unlikely to be responsible for over¬ 
fishing, and in any case its scale of acti¬ 
vities is controlled relatively easily by 
the government on which it is financially 
dependent. Given the inshore fishing 
community's potential, all other fishing 
should be excluded from a large enough 
protected area to allow some sort of 
ecological balance to be maintained. 
Although much more is now known 
than some years ago about factors 
determining the size of fish populations, 
in practice these considerations trans¬ 
lated themselves in the 1950s and 1960s 
into the extension of territorial limits 
to 12 miles for Norway, Iceland, Den¬ 
mark, and finally the UK. Fishing 
interests in the candidate countries, 
especially Norway and the UK, simply 
do not believe that multinational ar¬ 
rangements can be as effective in coun¬ 
tering overfishing dangers in inshore 
waters as crude restrictions. 

Proposals and Counter-Proposals 

In their preliminary negotiatio ns 
since November, 1970, the Norwegians 
have suggested that their problem could 
be met by keeping their present 
12-mile limits and restricting fishing 
within them to enterprises established 
in Norway. Under the EEC’s freedom- 
of-establishment rules, this would not 
amount to a ban on foreign fishing in 
Norwegian waters : it would, however, 
prevent indiscriminate fishing by forc¬ 
ing foreign enterprises to establish 
themselves. At this stage nothing is 
definitely ruled out, in the sense that the 
present EEC fishing policy (unlike the 
present EEC agricultural policy) is, 
in practice, provisional. But the com¬ 
mission has not responded favourably 
to the Norwegian proposal. The 
alternative Irish proposal, taken up by 


the UK, is that the candidates should 
agree now on transitional arrangements 
in the direction of the present EEC 
policy on the firm understanding that a 
new policy should be negotiated by the 
Ten, after the candidates enter. This 
proposal makes a great deal of sense to 
the commission staff but has been firmly 
rejected by the Norwegians. 

How Important is Fishing? 

Assuming that the UK and Denmark 
join the EEC, there would be major 
political implications if Norway found 
itself unable to join because of the 
fishing issue. Many observers judge 
that it would be unthinkable, and cer¬ 
tainly the industrial lobby (and, indeed, 
most non-agricultural interests) would 
press hard to make it unthinkable. 

It is certainly true that the fishing 
communities, especially in northern 
Norway, are only viable by means 
of subsidies and other income trans¬ 
fers that they receive from the rest 
of the community. But a decision 
against joining because of the fishing 
policy js not unthinkable in poli¬ 
tical terms. First, as in the case 
of Sweden, if a large measure of free 
trade in manufactured products is 
possible without formally joining, in¬ 
dustry and trade lobbies find it much 
harder to put over an overwhelming 
economic case for joining. It becomes 
relatively easy to argue that the main 
benefits are available without facing the 
crucial difficulty of taking on board 
the fish issue. 

Additionally, however, the rural com¬ 
munities have a disproportionate poli¬ 
tical importance in Norway as in most 
other industrial economies. It is not a 
question simply of whether there would 
be an electoral majority against joining. 
In the delicate balance of coalition 
politics, any substantial parliamentary 
majority for joining has got to embrace 
substantial support from rural consti¬ 
tuencies and rural-based parties, be¬ 
cause a substantial bloc of urban voters 
on the left are against joining. Formally, 
the constitution requires a majority of at 
least 75 per cent of the Storting mem¬ 
bership before Norway can join; how¬ 
ever, as in the UK, there is a certain 
reluctance to face the possibility of 
deciding a historic policy issue in terms 
of which way a few members of par¬ 
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liament vote. So there has up till now 
been a vague hope that there would be 
some general consensus, which would 
make the actual vote a formality. As 
EEC negotiations with the candidates 
have progressed in 1971, this comfort¬ 
ing hope has inevitably been dissipated. 

Against Joining 

In the two-day debate in June, the 
Centre party, with 13 per cent of the 
Storting membership, openly came out 
in opposition to full membership. This 
party, until recently an important ele¬ 
ment in the four-party coalition, is the 
party most obviously identified with 
rural interests. But there were also 
signs of weakening among members of 
the two remaining minority coalition 
parties, the Liberals and Christian 
People’s parties, with support for a 
motion that alternatives to full mem¬ 
bership should be studied while not 
actually breaking off negotiations. And, 
of course, the fishing problem does not 
present itself as a simple trade-off 
between groups in the community or as 
a matter for fiscal redistribution of in¬ 
come. 

The problem presents itself in terms 
of national sovereignty—the Norwegian 
people would no longer be able to 
decide something as basic as their 
national territorial limits—and preser¬ 
vation of natural resources. While 
it may be irrelevant to the question of 
joining the EEC, it is undoubtedly true 
that in some sense Norway has more 
unspoilt natural environment at risk 
from pollution (from more industrialis¬ 
ed countries further south in Europe) 
than any other west European country. 

Norway could be the first significant 
democratic country in which the current 
preoccupation with pollution and the 
environment was mobilised into con¬ 
ventional politics. So, at this stage, 
one can have no great confidence that 
Norway will join (even on the assum¬ 
ption that the UK joins). The govern¬ 
ment, at least so far as individual minis¬ 
ters and the major (Labour) coalition 
party arc concerned, is still firmly com¬ 
mitted to negotiations, and believes that 
these should be successful. But nego¬ 
tiations have yet to reach the crunch, 
at least so far as public awareness is 
conccred. If it seems possible to 
achieve the alternative of some sort of 
trading arrangements, which would 
substantially guarantee free access to 
present EFTA markets and enlarged 
access to the EEC market, one can 
expect this alternative to become poli¬ 
tically more attractive over the coming 
months. 

Fishing apart, the economic impli¬ 
cations for Norway of joining are still 
unclear, Norwegian interests have 
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attached relatively great importance to 
capital market questions. The chief 
official negotiator, Mr Soren Sommer- 
feldt, was able to announce on July 
20 that, subject to ministerial approval, 
the EEC had agreed to postpone free- 
dom-of-capital-movemcnt provisions 
in the key shipping sector until a com¬ 
mon policy on ownership rights in 
shipping had been negotiated. The 
shipping sector contributes some $850 
million one-third to total foreign 
exchange earnings, which means that 
Norway is the country most dependent 
on shipping in the world. 

However, shipping is not the only 
sector in which Norwegian interests 
have- shown fears about freedom of 
capital movement. After 25 years of 
relatively strict capital control, much 
existing investment may be ripe for 
take-over and shake-out. Transitional 
arrangements have still to be negotiat¬ 
ed so one cannot speculate easily 
on the effects. Norway is also looking 
for a substantial transitional period 
(at least live years) in which to maintain 
its present anti-dumping restrictions on 
industrial products 

Since the UK has already obtained 
concessions on this point, observers 
judge that Norway would be allowed to 
ensure that the opening of its domestic 
markets did not result in major market 
disturbance for important products. 
However, Norwegian negotiators have 
been led to give assurances that discri¬ 
minatory trading practices including 
government-sponsored domestic mono¬ 
polies in beer, pharmaceuticals and 
medical supplies would be abandoned 
by the end of die transition period. 

Uncertain Situation 

Swedish views on the EEC have been 
better articulated than those of other 
Scandinavian candidates but, perhaps 
inevitably, the situation remains highly 
uncertain. 1 he greater articulation is 
due partly to the generally greater 
sophistication and international orien¬ 
tation of Swedish attitudes, and partly 
to Sweden's interest in neutrality, which 
has clearly been a major problem from 
the start. 

Somewhat paradoxically (by con¬ 
trast with the candidates for full mem¬ 
bership), the Swedish authorities have 
to a considerable extent judged that the 
agricultural implications of EEC mem¬ 
bership would be manageable. By 
contrast with Denmark and Norway, 
for which the main stumbling blocks 
are in agriculture and fisheries, Sweden 
would probably have been able to stand 
the financial and cost-raising implicat¬ 
ions without too much political or eco¬ 
nomic stress. So there is wide agreement 
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in Sweden that whatever arrangements 
can be made for future non-members 
of an enlarged EEC should include a 
large clement of harmonisation of 
agricultural policies. 

It is true, however, that in Sweden 
as in Norway one key political factor 
has been the coolness of the rural-based 
Centre Party to full membership. Swe¬ 
den's Centre Party is not actually neces¬ 
sary to the continued existence of the 
minority Social Democrat government, 
but it is the main competitor for a 
large part of the middle ground of the 
electorate. Under the new Swedish 
electoral law, the Social Democrats 
(vulnerable in a new' sense through the 
provisions against small parties) have 
to submit themselves to the electorate 
in 1973. 

Withdrawal of Application 

Since last year, Sweden has with¬ 
drawn its application for full member¬ 
ship on the grounds that it is incompa¬ 
tible with neutrality. Few foreign 
commentators have been able to under¬ 
stand this any more than has Swedish 
industry. It is, however, now hardly 
worth while to speculate on the mean¬ 
ing of “neutralityor even on the 
political future of the enlarged EEC 
(although 1 his is perhaps primarily what 
the neutrality problem is about) : the 
present government has ruled out full 
membership, and at the moment it 
seems unlikely that any alternative 
government would do otherwise. Of 
coin sc. if the UK (and, therefore, the 
other candidates) do not join now, one 
could reconsider the alternatives. This 
is probably what most Swedish interest 
groups hope and expect, but at the 
moment the Social Democrats' line is 
politically safe. 

The official line—following the re¬ 
jection of lull membership on grounds 
of a sacred moral principle — concent¬ 
rates on making the most of the econo¬ 
mic possibilities; the problems that 
these raise arc perhaps the most im¬ 
portant in the whole Scandinavian 
approach to EEC enlargement. In 
European or world terms, they make 
problems ol New Zealand butter or 
Commonwealth sugar seem trilling. 
Yet, in the only substantive negotia¬ 
tions that have occurred—with the 
UK's Conservative government - there 
is little evidence that these problems, 
of economic relations with neighbour¬ 
ing developed countries, were ever 
seriously negotiated. 

The only indication that they may 
have been is that the Scandinavian 
countries affect not to be greatly wor¬ 
ried about future Nordic co-operation. 

So far as is known, the EEC Com¬ 
mission has only considered one alter¬ 
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native either (1) a transitional, two- 
year period (from 1973) during which 
present EFTA free trade provisions 
would be valid within the enlarged EEC, 
with the understanding that there would 
be some renegotiation of trading re¬ 
lationships during that period, or (2) 
free trade in industrial products only 
within ihe EFTA-EFC area. The 
Swedes have rejected both on the 
grounds that (I) is unacceptable and 
(2) is insufficient. This rejection is a 
bargaining move, which reflects a cer¬ 
tain coolness of Swedish nerves, and 
the importance that the Swedes attach 
to going beyond the limited problem of 
tariffs. 

Weak Position 

The Swedish authorities (backed by 
industrial and trade interests) are keen 
that serious negotiations should em¬ 
brace everything except political integ¬ 
ration. In a real sense, the Swedish 
authorities have understood much 
more than the other Scandinavians 
what the real issues are about. The 
problem is that Ihe EEC authorities are 
reluctant to negotiate these issues. The 
Swedish government has been hoping 
to come to terms — over the heads of 
the EEC Commission officials — with 
EEC member governments. One can 
assume, after Chancellor Willy Brandt's 
summer holidays in Sweden, that the 
West German government presents no 
problem. Reports of the Scandinavian 
trip of the French foreign Minister in 
July do not, however, suggest that 
France was as easily won. 

My guess is that one can assume that 
the Swedes will accept whatever they 
can get, because they have put them¬ 
selves in a weak position by ruling out 
full membership. It is probable that 
informed Swedish circles were expect¬ 
ing the UK either to reject membership, 
or to accept it in such a way that any 
UK government in the mid-1970s 
would be trying to renegotiate important 
9tcms. As >et, it is difficult to dcscern 
what Sweden’s attitude would be if 
the UK, Denmark and Norway were 
to join without any effective conditions 
about non-tariff arrangements with 
neighbouring developed countries. 

The situation as a whole is thus still 
unclear. The Danes and Norwegians 
(following the British) are negotiating 
on the assumption that satisfactoiy 
arrangements will be made for neigh¬ 
bouring non-members, although there 
seems little justification for the assump¬ 
tion. There is a real possibility that 
both Denmark and Norway will agree 
to join without any such arrangements; 
if so, Sweden and Finland will prob¬ 
ably take what they can get. The impli¬ 
cations for those countries would not 
be disastrous, but would leave an un- 
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tidy, unsatisfactory economic relations 
in northern Europe. The points on 
which the Danes and Norwegians are 
negotiating are more important politi¬ 
cally and economically; the economic 
impact of joining is not great and not 
quantifiable. That these points are 
economically unimportant does not, 
however, mean that they arc politically 
unimportant. 

NOTE: This is the second of two arti¬ 
cles on Scandinavia and the EEC— 


In iTvS quarterly economic review for 
India-Nepal, covering the period April 
to June, The Economist Intelligence 
Unit has focussed attention on the steps 
taken by the government of Nepal to 
make the country self-sufficient in con¬ 
sumer goods. The Ministry of Com¬ 
merce and industry, according to the 
review, has taken a number of measures 
to set up about 35 different industries 
though priority has been accorded to 
textiles, pulp and paper and cement. 
What is more, special incentives have 
been provided for stimulating private 
investment. The government of Nepal 
has agreed to provide up to 75 per cent 
of the share capial for some indust¬ 
ries if they are set up by Nepalese citi¬ 
zens. If these industrial units are estab¬ 
lished in industrial estates set up by the 
government, the share capital provided 
by the state could be raised to 85 per 
cent. All these new industries are to 
be exempted from two-thirds of excise 
and customs duties on goods exported 
overseas. They would also be given 
exemption from payment of sales tax 
on industrial machinery, and on cotton 
yam and other raw materials. These 
are indeed liberal measures which are 
likely to give a push to the process of 
industrialisation in Nepal. 

Simplification of Licensing 

Special efforts have been made to 
simplify the lincensing laws for small- 
scale industries, those with capital 
less than NR 50,000 are to be delicen- 
sed. The import entitlement bonus is 
proposed to be raised to 100 per cent 
for such goods as tobacco, cotton, 
chemicals, iron and steel and industrial 
and agricultural machinery. It is worth 
noting here that nearly 12 years ago 
the Nepal Industrial Development 
Corporation had been set up to assist 
in the establishment of heavy industry 
and large-scale projects. Now the go¬ 
vernment is planning to set up a Small 
Industries Development Corporation 
to provide finance and technical assis¬ 
tance for small-scale industries. Under 
the auspice^ bf this new corporation 
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Sources and acknowledgements: This 
and last week's article summarise, by 
special arrangement, an exclusive re¬ 
port in the latest issue of European 
Trends published quarterly to subscri¬ 
bers only, by the Economist Intelligence 
Unit, 27 St James’s Place, London. 
S.W.l. but the EIU is responsible 
neither for the emphasis of my sum¬ 
mary nor for my comments, based on a 
variety of sources. 


the small-scale industries are hkelv to 
go ahead much faster than has been 
the case hitherto. 

In hastening the process of industria¬ 
lisation in Nepal the government has 
been providing encouragement to both 
public and private sectors. During the 
next two years, the government pro- 
poscsHo invest as much as NR 460mil¬ 
lion for the setting up of various indus¬ 
tries. How far the government will be 
able to reach this target remains to 
be seen because until the signing of the 
lndo-Nepalese trade and transit treaty, 
the government’s financial position was 
rather discouraging because the budget 
deficit estimated at NR 114 million was 
expected to rise to NR 250 million. 
Now that the treaty bewccn India and 
Nepal has been signed, it is possible 
that the flow of trade between the two 
countries would increase and the defi¬ 
cit in the government’s budget might 
be smaller than what was feared to be 
only three months ago. 

Extensive Range 

The range of new licences issued by 
the government of Nepal is extensive. 
The industries which are proposed to 
be set up include an Ayurvedic phar¬ 
macy and a glass factory at Hilaura, 
an electric bulb factory in Kathmandu, 
a brick and tile factory at Biratnagar, 
a wood seasoning and furniture unit 
in Janakpur and modern rice mills in 
Ftahari, Rajbiraj and Madhawapur. 
Plans are being prepared for large- 
scale cotton spinning and weaving 
mills in the private sector. At present, 
cotton for the cotton mills is imported 
from other countries but the govern¬ 
ment wishes to encourage the growing 
of this cash crop in the country. 

While the government has been busy 
chalking out ambitious plans for in¬ 
dustrialising the country, the fate of the 
units which have already heen set up 
in Nepal i$ far from encouraging. The 
Gotcha Woollen Mills had closed down 
for various reasons while the Mahendra 


783 

Sugar Mills of Bhairwahawa had to 
stop production due to the shortage of 
sulphur. The paucity of raw materials 
and sales outlets forced the closure of 
units manufacturing synthetic textiles 
and stainless steel. 

The unfavourable climate for indust¬ 
rial development has not deterred the 
Nepal Industrial Development Corpo¬ 
ration from going ahead with the estab¬ 
lishment of new ventures. This cor¬ 
poration has lately advanced funds to 
the Annapurna-Hilton hotel in 
Kathmandu, a ghee refinery at Buiaul 
(Nepal Dairy Products Ltd), plywood 
factories at Hctauda and Butaul and a 
meat refinery in Hctauda. The corpo¬ 
ration is expected to advance as much 
as NR 28 million by way of investment 
capital to these projects. Messrs K.G. 
Lotze, a West German firm, has agreed 
to supply the Himal Cement Factory 
with machinery and equipment and 
the National Construction Co. with 
assistance in building its factorises cost¬ 
ing about NR 30 million. The factory 
is expected to start operating in January 
1973 and its initial capacity is expected 
to be 160 tons of cement a day. Also, 
the Salt Trading Corporation and Na¬ 
tional Trading Company have recently 
set up an automoatic flour mill at 
Hit aura industrial estate. The Nepal 
Oil Corporation has recently been form¬ 
ed with capital of NR 10 million for 
importing and supplying gasoline and 
petroleum products from countries 
other than India. The * corporation 
has chalked out plans to construct 
storage facilities in Hitaura and Birgung. 
Similar facilities will be extended to 
other centres later. 

Domestic Savings 

The plans for industrial expansion 
outlined above need powerful financial 
support and for this purpose the Rastra 
Bank has been reshapi g its policies so 
as to encourage domestic savings. The 
rate of interest on ordinary savings de¬ 
posits in commercial banks was re¬ 
cently raised from 4.5 per cent to five 
per cent, and on fixed deposits from 
seven per cent to 8 5 per cent. The 
interest rates charges by commercial 
banks, the agriculture development 
bank r »nd the land reform savings cor¬ 
poration on loans provided for indust¬ 
rial, agricultural and commercial pur¬ 
poses have been reduced in general in 
order to stimulate economic activity in 
the state. Because of sizeable margin 
of profit on imports, the commercial 
banks* rate of interest for import finance 
has been raised from 10 per cent to 12 
per cent. While the industrial activity 
in the state is likely to increase in the 
wake of the trade and transit treaty 
with India, the foreign exchange earn¬ 
ings from tourism are likely to expand 
further. This source of income remained 
unaffected by the slow movement of 
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goods between India and {^pa! since 
the beginning of this year. 

The possibilities of increased earn* 
ings of foreign exchange are being ex¬ 
ploited in Nepal by increasing infrast¬ 
ructure facilities. West German ex¬ 
perts arc working on a master plan for 
the development of tourism. The Royal 
Nepal Airlines is now being managed 
by Air France which is expanding its 
services. Air France proposes to buy 
two DC-3 aircraft from Australia to 
establish a taster service. Two twin 
Otters from Canada are being procured. 
The external services are proposed to 
be extended to Singapore and Hong¬ 
kong. The Indian Airlines, Pakistan 
International and Thai International 
are also planning to increase the fre¬ 
quency of their services to Kathmandu. 

A luxurious new hotel has recently 
been completed at Khumjung at a 
height of 13,000 feet. It has been built 
by the Japanese and is also being mana¬ 
ged by them- It provides every 
luxury including air conditioning and 
can accommodate 24 guests, lo reach 
the hotel, one has to travel by STOL 
aircraft from Kathmandu to Lukla and 
then either a day’s trek of foot or travel 
by helicopter to the hotel. This hotel 
is expected to be a great attraction for 
tourists whose number rose to 50,000 
last year -- 24 per cent higher than in 
1969. The Lumbini area which is the 
birth place of lx>rd Buddha is also being 
developed. This could lead to increased 
How of pilgrims from south-eavt Asian 
countries. 

Aid from USA 

During the past 20 years Nepal has 
received liberal assistance from the 
USA which totalled NR 1141.1 mil¬ 
ium. This aid was utilised for various 
purposes including transport and com¬ 
munications, industrial and capital 
development, education, family plann¬ 
ing and public health, food assistance 
and emergency relief and panchayat 
and public administration. Recently 
the USAID undertook serial photo¬ 
graphing of 22,000 square miles of 
forests which would cost three mil¬ 
lion Nepalese rupees, two thirds of 
which would be paid by the USA. 
The Chinese also have given subs¬ 
tantial assistance to Nepal; the total 
reached NR 500 million at the end 
of 1970, The main Chinese project 
is the construction of 176 mile stretch 
of the Prithvi highway between Kath¬ 
mandu and Pokahara. 

The longest bridge in Nepal, about 
364 metres long, was built this yeat by 
the Russians. The Netherlands go¬ 
vernment has taken responsibility to 
set up two dairy plants. The West 
German government has agreed to ex¬ 
tend a loan of NR 12 million for the 
construction of a cement factory at 
Chobhar. Earlier, the Nepal Industrial 
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Development Corporation had received 
from the West German government 
five millions of Nepalese rupees for this 
project. A Swiss leant has prepared a 
report for the Nepal Oil Corporation 
for the construction of gasoline storage 
tanks in Biratnagar, Hitaura and Bhai- 
rhawa which will cost NR 28 million 
over two years. A water supply project 
in Dharan has already been completed 
will) British assistance amounting to 
NR 1.2 million, India has also given 
extensive economic aid to Nepal under 
the Colombo Plan which has been used 
profitably for the completion of a num¬ 
ber of pro jects. According to the re¬ 
vised estimates of the Ministry of Fi¬ 
nance, India provided Nepal with Rs 
10.05 crorcs by way of economic aid 
which is oxpeetded to increase to Rs 
11 08 crorcs in the current financial 
year. 


UN Assistance 

The various agencies of the United 
Nations have also given substantial 
technical as well as financial aid to 
Nepal. The UNICEF is to provide NR 
3.8 million over a period of three years 
to implement education development 
programmes. It is also to provide NR 
4.6 million for five years for the Nepal 
Children' Organisation. The UNDP 
has undertaken to supply technical 
services for training supervisors and 
mechanics for the Nepal Engineering 
Institute. The FAO is expected to make 
2.000 tonnes of maize available to 
the cat 4 le feud plant established at 
Hitaura. Two agreements have also 
been signed with the World Food Pro¬ 
gramme for rehabilitation schemes in 
the Parsan and Belauri regions of Kan- 
chanpur. 

Despite the increasing use of agricul¬ 
tural inputs such as improved seeds, 
chemical fertilizers, insecticides and 
agricultural tools, agriculture in Nepal 
has not made progress according 
to the goals set in the third five-year 
Plan (1965-70). The target for increase 
in foodgrains production set for the 
Plan period was 15 per cent but the ac¬ 
tual increase was no more than 10 per 
cent. In the case of cash crops also an 
increase of 73 per cent was envisaged 
but the attainment was very much be¬ 
low the target. 

The land act in Nepal requires the 
peasants to pay as much as 50 per 
cent of the main crop raised on his 
holding as rent to the landlord. This 
one factor has been a great disincentive 
for raising the productivity of land. 
The farmers have b6en urging the go¬ 
vernment to fix a ceiling of 35 per cent 
on rent in kind and they would prefer 
the rent to be at a fixed rate rather than 
on the value of the yield. This sugges¬ 
tion has been accepted by the govern¬ 
ment though nothing has been done’so 
far in this regard. Agriculture in;Nepal 


continues to be a gamble* in the mon¬ 
soons, ■ , ^ 

The council of ministers which Ayas 
reconstituted by King Mahendm in 
April this year found Mr Kirti Nidhi 
Bista as Prime Minister. It has because 
of Mr Bi$ta*s pro-India attitude that 
the new Indo-Nepal treaty of trade and 
transit was successfully concluded. Mr 
Bistu is also known to be a staunch 
supporter of Nepal's sovereignty which 
has remained unshaken for more than 
a decade. Mr P. B. Koirala, former 
Prime Minister of Nepal, who has been 
living in India for a number of years 
is reported to have threatened to wage 
armed struggle againt the King which 
would be fought in Nepal and not from 
Indian soil. The economic condition 
in Nepal has improved somewhat but 
pockets of discontent do remain. The 
government of India is interested In 
keeping good relations with the king 
who is firmly in the saddle and cannot 
be easily dislodged. It seems that Mr 
Koirala's threat cannot be translated 
into action without substantial exter¬ 
nal help or internal discontent both of 
which arc non-existent at the present 
time. Nepal can therefore look for¬ 
ward W> a programme of steady pro¬ 
gress which would involve the leceipl 
of aid from all over the world including 
India and China. 
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FOR A FRIENDLY GDR 

Eastern Economist Hus pleasure, sincere and not formal, in bringing out this 
Survey of the progress of the German Democratic Republic, including a review of 
its economic and other friendly relations with our country. We have reproduced 
elsewhere in this supplement (Pp. 42) tin article by the Editor which was published 
originally in this journal after his visit to the GDR in 1964. Our purpose in recalling 
his observations is to bring out the fact that this journal was among the very few 
publications in the world which were prompt in noticing the development possibili¬ 
ties opening out for the GDR. It is perhaps worth pointing out to our readers 
that, shortly after the editor's article on the GDR appeared in this journal, the 
TIME magazine came out with a feature on the GDR which, possibly for the first 
time in the American press, allowed, even if only with grudging admiration, that 
the economy of the GDR could become viable in due course. 

The ruling fashion in those days was to look down upon the GDR as an 
experiment foredoomed to failure. Comparisons were constantly being drawn 
between the economic miracle in the Federal Republic of Germany and the strug¬ 
gling and often fumbling economy of the other Germany by its side. This journal 
is second to none in its rejection of communism whether as an ethical philo¬ 
sophy or as a political ideology. Its editor, moreover, is by personal conviction 
a Arm believer in the institutions of free enterprise as well as in its basic morality. 
Although his own country, under its present political auspices, has been involved 
in a different doctrine which is being opportunistically interpreted from time to 
time, neither he nor this journal has ever made a secret of his or its belief that it 
is free enterprise alone which is capable of giving real economic content to a 
democratic polity and lead the country to the achievement of an optimum 
level of social welfare consistent with the maintenance of those personal and 
institutional freedoms which are essential to the development, in dignity, of the 
human personality. Nevertheless, facts are facts and therefore when he went 
to the GDR and personally could see for himself that this country was on way 
to becoming a viable economic entity Jic felt it his duty to record his impressions 
and expectations in this journal. 

The GDR since then, has come a long way, indeed. It is now one of the 
leading trading nations in a highly competitive world economy aryl is considered 
to be industrially the most efficient among countries practising the political philos- 
sophy of communism. Within the constraints imposed by its political system it 
has made excellent use of its resources, particularly human. The basically per¬ 
formance-oriented character of the German people has been not merely allowed 
but actively encouraged to triumph over the artiticial limitations of an imposed 
political order. As a result, the GDR is no longer thought or talked of merely in 
terms of how it compares with the Federal Republic of Germany. It is now 
seen to be a country which must be respected in itself and for itself—a country 
of positive and purposeful people working in a spirit of comradeship for ends 
which are considered to be worthy of their historic traditions and relevant to their 
contemporary aspirations. 

As a member of the world community, the GDR has been playing, on the 
whole, the enlightened role of a shared citizenship. Its government and its leaders 
have often come forward to express their sympathy for and lend their support to 
liberal causes. This country particularly has great reason to appreciate this attitude 
since so much of the foreign policy and diplomacy of the GDR has been so cons¬ 
picuously devoted to the cultivation of friendly relations with our country and its 
government. The GDR has co-operated actively with our economic development 
and has energetically worked for the growtli of trade between the two countries. 
Additionally, it has never lost an opportunity of expressing in a practical way its 
genuine appreciation of the problems and difficulties our people have been facing 
from time to lime. There has been, for instance, an impressive demonstration of 
the GDR's concern with the situation created by the Bangla Desk movement and 
the influx of refugees into our country. Against a background like this and in 
circumstances such as these there is bound to be a progressive development of 
mutual respect and co*opcration between the GDR and India, As a country which 
has known the pangs ofpartition and which continues to feel its pain, India could 
perhaps best express its friendly sentiments not only for the GDR but the entire 
German people by wishing that the two Germanys may find it possible to come in¬ 
creasingly closer to each other so that the inborn fraternity of the German people 
may assert itself as the most important single fact or factor in the relations bet¬ 
ween Bonn and East Berlin. 
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CMEA Looks Ahead 

DR GERHARD WEISS 
Deputy Chairman of the Council of Ministers, GDR 


When in January 1949 the Council 
for Mutual Economic Assistance 
(CMEA) was founded in Moscow, not 
a few voices in capitalist countries pro¬ 
phesied only a short existence for this 
institution. But the CMEA has stood 
the test since its foundation despite all 
funeral songs, distortions and slander¬ 
ing and it will continue to progress on 
the successful road. If any proof hud 
been necessary it was given by the 54th 
meeting of the Executive Committee of 
the CMEA from July 27-29, 1971, in 
Bucharest. The comprehensive pro¬ 
gramme which was decided on there 
initiated a new and higher stage of co¬ 
operation and development of socialist 
economic integration of the member 
countries of the CMEA. 

Twenty Years’ Experience 

This programme did not come into 
existence all of a sudden. Its reality is 
based on the utilisation of the great 
treasure of experience gathered by the 
member states in twenty years of 
co-operation, a period of lime during 
which the CMEA countries, mainly 
with the help of the Soviet Union, 
increased their share in the world’s 
industrial production from 20 to 
33 per cent. During the past two 
decades these slates have made 
great headway in all spheres of social, 
political and economic life. Industrial 
production in the CMEA member 
countries rose by nearly 580 per cent 
in 1970 compared with 1950, whereas it 
rose only by J 80 per cent in the deve¬ 
loped capitalist states. Many new 
industrial branches and hundreds of 
large industrial plants came into life 
as a result of the co-operation between 
the CMEA countries. Mutual goods 
turnover increased by more than 600 
per cent during the past twenty years. 
Reliable preconditions for a further 66 
per cent increase during the current 
live-year Plan w'ere created. Scientific 
technological achievements and know¬ 
how' arc exchanged on a broad scale. 

It is the main task of the comprehen¬ 
sive programme decided upon in Buch¬ 
arest to perfect the structure of the 
national economies, to improve the 
technological level of single branches 
as well as to meet better the require¬ 
ment for raw materials and fuels, 
plant and other products. This pro¬ 
gramme will contribute U> a further 
improvement of the material and cul¬ 
tural standard of living of the popu¬ 
lation of the CMP, A member countries 


and to a gradual equalisation of their 
economic level. 1 am convinced that 
this will lead to a further strengthening 
of the CMEA countries’ position in 
international economies. It would 
go too far to deal here in detail with 
the comprehensive programme. There¬ 
fore 1 want to explain only a few 
piohlems to the readers of Eastern 
Economist , 

Co-operation to be Deepened 

Ihe CMEA member countries ex¬ 
press in the Bucharest document their 
intention to deepen and improve eco¬ 
nomic and scientific and technological 
co-operation. At the same time they 
want to develop socialist economic 
integration. Main ways and means to 
reach this aim are multilateral and bila¬ 
teral consultations on basic economic 
problems, a deepened co-operation in 
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the field of planning of the countries 
and increased international speciali¬ 
sation and co-operation- Furthermore 
this includes the development of exist¬ 
ing and the establishment of new inter¬ 
national economic organisations by the 
countries interested, the improvement 
of currency and financial relations and 
of the legal basis of economic and 
scientific and technological co-opera¬ 
tion. 

The comprehensive programme is 
based —as T have mentioned already— 
on results and experience gathered in 
the more than 20 years of co-operation 
between the CMEA countries It is 
now to be continued on a higher level. 
Important practical steps have been 
undertaken for a closer interlacing of 
the national economies especially in 
the co-ordination of the five-year 
Plans for the 1971-75 period. The co- 
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ordination of the plans is the main 
method of co-ordination. The Bucha¬ 
rest programme stipulates how it Js to 
be perfected. Thus the CMEA coun¬ 
tries will work out joint forecasts for 
the fuel and power basis, including 
nuclear energy, for the raw mate¬ 
rial basis of important branches, 
for complex machines and installation 
systems. The development of impor¬ 
tant branches of the national economies 
and types of production will be co¬ 
ordinated for a period of ten to twenty 
years. A new form of co-operation will 
be introduced with the joint planning of 
special industrial branches and types of 
production by interested member coun¬ 
tries. 

The projects of scientific and techno¬ 
logical co-operation, too. make clear 
the great potentialities which can be 
opened up for the benefit of all member 
countries. Research tasks can be solved 
at a higher speed and with less efforts 
as it would be passible in a single 
country. This concerns, for instance, 
environmental protection, the cultiva¬ 
tion of high-yielding agricultural pro¬ 
ducts, deep-sea research and the pro¬ 
duction of highly productive machines. 
The most important concern of the 
programme is how to meet the require¬ 
ments existing in regard to raw mate¬ 
rials and fuels, plant and other pro¬ 
ducts. 

Main Supplier —the Soviet Union 

As is known, the Soviet Union still 
has to cover the imports of the other 
CMEA countries for reasons of the 
unequal natural distribution of fuels, 
power sources and raw materials. This 
applies to 55 per cent with regard to 
crude oil products, 66 per cent to hard 
coat and 90 per cent to iron ore. 

The development of such important 
branches of GDR's national eco¬ 
nomy as the chemical industry, the 
power industry and metallurgy, is to¬ 
day—and still more in future -greatly 
determined by long-term agreements 
on the division of labour with the 
Soviet Union and other socialist coun¬ 
tries. This holds true for the safeguard¬ 
ing of the raw material basis of these 
branches as well as for the establish¬ 
ment of optimum capacities under 
consideration of the continuous en¬ 
largement of the assortment £ of 
products. 

The economic necessity to produce 
in machine building and electrical en¬ 
gineering and electronics in large series, 
to concentrate on certain products and 
to improve quality calls for a long-term 
and stable international specialisation 
and co-operation, too. Socialist partner¬ 
ship in the most varied fields of material 
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production as well as in science and 
technology creates new and favourable 
conditions for a rational operation of 
enterprises and combines in GDR. 
Thus it becomes an important factor 
in the solution of the main national 
economic task in the 1971-75 period, 
the further improvement of the material 
and cultural standard of living of the 
population. 

Advantages for Other Countries 

It can be said in conclusion that the 
concept of GDR’s economic deve¬ 
lopment includes intensive participation 
in the socialist international division of 


5 

labour as well as in international trade. 
The long-term agreements concluded 
with the Soviet Union and the other 
CMEA countries open up great oppor¬ 
tunities for concrete agreements with 
other foreign trade partners too. Soci¬ 
alist economic integration ensures 
GDR of supply with the necessary basic 
and raw materials and enables it to 
concentrate on special branches, spher¬ 
es and products as have been co-ordi- 
uaied between the CMEA countries. 
On the other hand, this creates favour¬ 
able conditions for the extension of 
external economic relations with the 
developing countries and the capitalist 
states. 
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Indo-GDR Economic Relations 

MANUBHAI SHAH 

Former Minister of Commerce* Government of India 


The Indian Council of Foreign Trade 
with the co-operation of the All-India 
Manufacturers’ Organisation, Indian 
Institute of Foreign Trade and the 
GDR Chamber of Foreign Trade orga¬ 
nised a seminar on "jndo-GDR Eco¬ 
nomic Co-operation" on October 4, 
1969, U was the consensus of the con¬ 
ference that Indo-GDR trade and 
economic relations had come to slay. 
The seminar concluded with an op¬ 
timistic note of expanding the two-way 
trade between India and GDR as 
practicable, feasible and achievable. 
The suggestion of an international 
division of labour between both the 
countries was deemed essential and 
accepted. 

As the main aim of the seminar was 
to increase India’s trade with GDR 
on a reciprocal basis, it was recom¬ 
mended that an “Indo-GDR Trade 
Group” should be constituted tinder 
the auspices cf the Indian Council of 
Foreign Trade and accordingly an Indo- 
GDR Trade Group was established on 
October 27, 1970. The main objectives 
of the Indo-GDR Trade Group are to 
promote trade* collaborations, joint- 
ventures and overall economic co¬ 
operation between the two countries. 
The Group exchanges information, 
maintains liaison between chambers of 
commerce, promotes delegations of 
businessmen and industrialists either 
way, organises exhibitions and display 
showrooms and docs such things as are 
necessary to increase the goodwill of 
the two countries. 

Overall Supervision 

The Group functions under the over¬ 
all supervision of the Council’s rules 
and regulations but has freedom to 
make recommendations to the Working 
Committee of the Central Committee 
of the Council for furtherance of mutual 
trade. 

!n order to look after the interest of 
the trade group, the Group has elec¬ 
ted amongst themselves an Executive 
Committee which is entrusted with the 
executive work of the Group. The 
Group so far has 68 members who have 
trade links with GDR. 

In the last two decades, trade bet¬ 
ween socialist countries and developing 
countries has emerged as dynamic 
sector of foreign trade. The share of 
developing countries in the foreign 
trade of the socialist countries of eas¬ 
tern Europe, for instance, has increased 
considerably, India has been the fore¬ 
most among the developing countries 
forging active and growing trade rela¬ 


tions with socialist countries. India’s 
external trade in the post-Independence 
era has risen with these countries from 
a mere Rs 8.6 crorcs in the early I960’s 
to an impressive total of over Rs 500 
crorcs at the end of 1970. This has also 
been accompanied by progressive di¬ 
versification and steady increase in the 
share of non-traditional items from 
14.3 per cent in 1961-62 to 27.8 per 
cent in 1969-70. The export to these 
countries of engineering goods alone 
has increased from Rs 3.8 million in 
1964 to about Rs 100 million in 1970. 

Enormous Growth 

The trade and payment arrangement 
with GDR has contributed to the enor¬ 
mous growth of bilateral trade. The 
two-way trade appears to be gradually 
adjusting itself to the changing econo¬ 
mic requirements of the two trading 
partners and changes in commodity 
composition have been in evidence. 
The share of primary products in In¬ 
dia’s exports to GDR has declined from 
78 per cent to 64 per cent and that of 
manufactured goods has increased from 
22 per cent to 36 per dent. GDR 
is at present manufacturing 70 to 80 
per cent of its requirements within the 
country. Short as GDR is of raw mate¬ 
rial and manpower, the country is seri¬ 
ously considering rationalisation in the 
items it produces and it is expected 
that under the new economic policy 
which is being enforced, it will 
devote its attention to the production 
of more sophisticated items and will 
try to reduce the fist to about 50 per 
cent. A beginning in this regard has 
already been made and during the years 
to come, countries such as India have a 
fair chance to fill the demand of GDR 
for the rest of the items which it will 
not be producing in the future. 

Although the main stress is on the im¬ 
port of commodities which are essential 
for the economy of GDR, namely, 
industrial raw material, essential con¬ 
sumer goods such as tea, coffee, 
cashew, etc., GDR also purchases from 
Tndia a variety of other products, 
both engineering and non-engineering. 
In the field of engineering goods, a num¬ 
ber of items are of interest which can be 
supplied by India, There is, for ins¬ 
tance, considerable interest in the im¬ 
port of automobile parts and acces¬ 
sories such as piston rings* gaskets and 
needle roller bearings. In the field of 
machine tools, GDR has been purchas¬ 
ing a fairly large variety of items from 
all over the world in spite of the fact 
that its machine tool industry is very 


highly developed. Similarly such items 
as room radiators, domestic boilers, 
C.I. specials, castings, radiator fittings, 
valves, etc. offer a good scope. Textile 
machinery industry in GDR is highly 
developed but there is demand for 
components and parts and other ancil- 
liary equipment. In the field of light 
engineering goods, torches, dry batte¬ 
ries, light fittings, etc. offer good scope 
for expansion. Wire ropes and wire 
products, hand knitting machines, la¬ 
boratory equipment and instruments 
arc some of the other products which 
have already found a place in our ex¬ 
ports to GDR. Storage batteries, elect¬ 
rical equipment and switchgear are 
some other items which offer possibili¬ 
ties of increased export to GDR. 

In the case of non-engineering pro¬ 
ducts also, considerable scope exists 
for the export of chemicals and phar¬ 
maceuticals, paper and paper products, 
marine products, coir products mid 
jute goods. All these items are being 
imported by GDR and there is scope for 
the enlargement of our trade in respect 
of these items provided a systematic, 
carefully planned approach is made. 

Bilateral Shipping 

India has evolved bilateral shipping 
arrangements in line with the bilateral 
trade agreements with socialist count¬ 
ries. Scindia Navigation Co. Ltd 
placed an order for eight cargo liners 
with GDR. The total value of these 
ships is about Rs 24 crores. Recently 
the Shipping Corporation of India 
Ltd, has also signed a contract lor six 
high-speed cargo vessels. This deal, 
worth about Rs 25 crores, is the largest 
single order placed by any Indian 
^shipping company with any shipyard 
so far. Since the trade between GDR 
and India is balanced and in terms of 
rupees, orders for these ships would 
also assist in further expansion of In¬ 
dian exports to GDR. 

The Leipzig Fair which takes place 
in March and September every year 
provides a good scope for not only 
presenting to GDR buyers the vari¬ 
ous products that we can export but 
also to show to other countries which 
participate in the Fair the items that 
India can offer for the export market. 
Leipzig Fair is one of the important 
trade fairs in East Europe, perhaps, in 
the whole of Europe wnere countries 
of the East and West meet, and, there¬ 
fore, exhibiting one’s products at this 
laif gives one scope and chance to en¬ 
large one’s trade not only with east 
Europe but also gets valuable contacts 
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with the west European buyers who 
may come to the Fair either as visitors 
or as participants. 

Of great significance for our future 
co-operation is the signing of the proto¬ 
col on scientific and technical co¬ 
operation between India and GDR for 
the years 1971 to 1975. It is the first 
agreement of this type between our 


two countries and corresponds to the 
wifi and the requirements of both 
countries. This will lead lo an intensi¬ 
fication of our relationship, particular¬ 
ly in the scientific, technical and econo¬ 
mic fields. 

The establishment of counter-part 
‘GDR-India Trade Group* in Berlin 
under the auspices of the GDR Cham¬ 


ber of Foreign Trade will provide a 
very useful oppoi tunity for reviewing the 
present growth and assessing prospects 
of further growth of trade relations 
between India and GDR. Steady ex¬ 
pansion of bilateral trade in the com¬ 
ing years requires the evolution of 
long-term prospective and intensive ex¬ 
ploration of possibilities of growth 
points fur t he two-way trade exchanges. 


External Economic Relations of GDR 


HORST SOLLE 

(Minister of External Economic Relations, GDR) 


TiU: Eighth Party Congress of t lie 
Socialist Unity Party of Germany 
(SED) held last June was able to draw 
a balance-sheet ofthe successful econo¬ 
mic development in the German Demo¬ 
cratic Republic. Under the leader¬ 
ship of Ihe party of the working 
class, the working people of GDR arc 
shaping a socialist society. As a close 
ally of the Soviet Union and an inte¬ 
gral part of the community of socialist 
states, GDR has become an important 
factor for peace and security in Europe. 
Her international authority has been 
growing from year to year. In the 
economic field, too. GDR has been 
steadily advancing which is clearly 
shown by the increase in the national 
income produced in GDR by more than 
live per cent annually. While it amounted 
to 84,000 million marks in 1965 it had 
reached 108,000million m irks by 1970. 

Accelerated Growth 

The consolidation of the economic 
potential of GDR is closely linked with 
the accelerated growth of export and 
import figures. Since 1966, some 42 
per ecru (in the mclal-proccssing in¬ 
dustry even 50 per cent of the products 
manufactured in 1970) relate to machi¬ 
nery of new designs. Important indus¬ 
trial equipment as well as large quanti¬ 
ties of raw materials were imported 
for the manufacture of these goods. 
On the other hand, the changes in the 
structure of production have further 
strengthened the export potential of 
the economy of GDR and enabled it 
to export ever larger batches of pro¬ 
ducts suitable for the world markets. 
During the past two years, GDR ma¬ 
chine-tool industry alone increased its 
exports by over 30 per cent, while the 
export of goods ofthe metal-processing 
industry altogether rose, since 1966, 
by 60 per cent, comprising export of 
machine tools as well as ships, textile 
machines and scientific apparatus. 

GDR’s external economic relat¬ 
ions have far-reaching targets for the 
period up to 1975. They are based 
upon the solid foundation of socialist 
planned economy, the hard work of 


millions of working people and the 
increasing integration between GDR 
economy and the potential of the 
USSR and the other member-states of 
CMEA. 

GDR has secured good starting 


positions for the live-year period up to 
1975. The development, according to 
the plan, of her economic potential 
and the high level of her export indus¬ 
tries have greatly contributed towards 
consolidating the international posi¬ 
tion of GDR as a partner in extemu! 


GDR Foreign Trade 


160*170% 
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economic rotations. Thus the foreign 
trade turnover of GDR rose in the 
past five years by some 6(J per cent, 
that is, from 24,7(X) million marks in 
1965 to over 39,000 miltion marks in 
1970. The foreign trade volume of 
GDR between 1966 and 1970 totalled 
160,000 million marks. 

The Soviet Union and other socialist 
countries account for nearly three 
quarters of the foreign trade volume of 
GDR, GDR regards it to be of inesti¬ 
mable value that it is able to trade, to 
such an extent, with the Soviet Union 
and the other socialist countries, as this 
fact safeguards the stability of supplies 
of vital raw materials and equipment 
and enables GDR, by way of increas¬ 
ing division of labour, to concent rale 
production on selected branches and 
ranges which have been jointly agreed 
upon between the CMLA-sUites. *" The 
long-term trade agreements concluded 
wills the socialist countries for the 
period between 1971 and 1975 encom¬ 


pass mutual goods exchange of more 
than 165,(XX) million marks, over 100 
million marks of which are accounted 
for by the Soviet Union. This means 
that goods to the tune of 50 million 
marks are delivered daily between 
thes^e two countries. The overall scope 
of trade is to increase by 56 per cent as 
compared with the past five-year Plan 
period. Such an agreement is without 
a parallel in the practice of interna¬ 
tional trade. 

The agreements concluded with the 
USSR safeguard markets foi a major 
part of GDR export production for a 
long time ahead. This is of great value 
for an clfcctive production. tut ire 
branches of GDR’s metal-processing 
industry have, to a major part, adapted 
themselves to the requirements of the 
national economy of the USSR, such 
as ship-building, vehicle building, roll¬ 
ing mill equipment, the machine tool 
industry and the construction of scien¬ 
tific apparatus. GDR’I national eco¬ 


nomy greatly depends on raw material 
supplies from the Soviet Union from 
where she obtains vital commodities 
such as mineral oil, coal and coke, 
ferrous and non-ferrous metals, as well 
as chemical raw materials which shp 
lacks completely or to a gerat extent 
on her own territory. About 90 per 
cent of mineral oil and iron ore* 40 
per cent of rolled steel, 70 per cent of 
zinc, 60 per cent of primary aluminium 
and lead, 40 per cent of timber and 85 
per cent cf cotton required by GDR 
are imported from the Soviet Union. 

External economic relations between 
GDR and the other CMEA-eo tin tries 
too, are developing successfully and 
to their mutual benefit. From 1966 to 
1970, ihc goods exchanged with Hun¬ 
gary almost doubled while the volume 
of trade with Poland. Czechoslovakia, 
Bulgaria and Romania rose by some 
65 per cent in each case. Of particular 
significance is the high proportion 1 of 
melal goods in the exchange of com- 



Mr H. Solle , GDR Minister of External Economic Rotations, and Mr L,N . Mishra , Indian Minister of 
Foreign Trade t signing the Agreement on Scientific and Technical Co operation, between the German 
Democratic Republic and India on February 2,1971 in New Delhi . From Left Mr H. Fischer. Consul General 
of GDR in India , Mr £. Kattner, Deputy Minister , External Economic Relations of GDR, Mr H. Solle, 
Minister of External Economic Relations of GDR and Mr L.N. Mishra, Minister of Foreign Trade of India. 





October 29, 1971 

modifies which reflect the rapid advance 
of those countries in meeting the re¬ 
quirements of science and technology. 
Thus goods of the machine building 
and electrical engineering and electro¬ 
nics industries reached, in 1970, a share 
in exports from GDR to the partner 
states of approximately 60 per cent, 
while their share in imports rose from 
34 per cent in 1965 to 54 per cent in 
1970. This development is certain to 
continue in the years from 1971 to 
1975. 

The assessment made by the Eighth 
Party Congress of the SED, that GDR\s 
stand for peace and national indepen¬ 
dence is gaining increasing international 
recognition, has clearly been confirm¬ 
ed also in its economic co-operation 
with the countries of Asia, Africa and 
Latin America, a number of which 
established diplomatic relations with 
GDR in recent months. Many of these 
countries actively advocate, at an inter¬ 
national level, the admission of GDR 
to the UNO and its bodies and specia¬ 
lized agencies. 

At the present stage, the orientation, 
determined by mutual interest, on 
long-term agreements and arrangements 
between the governments is an essen¬ 
tial feature of the relations between 
GDR and the emergent countries 
in the field of economics. This trend is 
supplemented by the increasing com¬ 
plex integration of the various elements 
of co-operation in the field of external 
economic relations with special empha¬ 
sis on concentrated co-operation in the 
main key industries. 

Reactionary Attack 

The socialist trade policy of GDR 
takes into account the requirements 
of the struggle waged by the emergent 
countries for their economic indepen¬ 
dence. Thus particular attention is 
paid to direct co-operation with the 
state sector of the economy, as well 
as with the national companies and 
firms. This sector, as is generally known, 
is to a high degree subjected to attack 
by reactionary forces, inside and out¬ 
side the countries concerned. Of great 
significance is the clearing; system of 
the mutual liabilities applied to trade 
relations with most of the partner 
countries. The balanced clearing of 
deliveries and services provides the 
exchange of goods with a higher degree 
of reliability, prevents any unilateral 
outflow of foreign exchange and 
opens to the national production of the 
partner countries a long-term market 
in GDR regarding raw materials as well 
as semi-finished products. Under these 
conditions the countries of Asia, Africa 
and Latin America derive great benefit 
from increased exports to GDR by 
continually expanding imports of ma¬ 
chines, plant* chemical products and 
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other commodities from the GDR. 

In 1971 GDR has been able to 
continue her efforts for the conclusion 
of official agreements and arrange¬ 
ments on economic and scientific and 
technological co-operation with the 
emergent countries. This applies, parti¬ 
cularly, also to the agreements on 
scientific and technological co-opera¬ 
tion, which have for the first time been 
concluded with India and Ceylon and 
agreements between GDR and Chile. 
Altogether the conclusion can be drawn 
that the extent and structure of the 
goods exchange between GDR and the 
countries of Asia, Africa and Latin 
America are more than ever marked 
by the sum total of their friendly relat¬ 
ionship. .The economic requirements 
and interests combined with a far- 
reaching congruence in the basic poli¬ 
tical aspects will, also in future, result 
in an increase in the trade and economic 
co-operation between GDR and the 
emergent countries. 

On the basis of the positive overall 
development of the national economy 
of GDR, the exchange of goods between 


9 

GDR and the capitalist industrial 
countries rose by 20 per cent between 
1969 and 1970. In this context it is 
worth noting that foreign trade showed 
the most favourable development bet¬ 
ween GDR and those countries whfeh 
offer government-backed guarantees 
for this trade or are prepared to 
establish such stable basis. Thus, the 
trade with Finland reached highcr-t ban- 
average rates of increase. Likewise 
trade with France rose, during the same 
period, by over 50 per cent, These 
few figures alone demonstrate that the 
goods made in GDR have acquired a 
high reputation in capitalist countries, 
too. 

This tendency of external economic 
relations has been promoted by long¬ 
term agreements concluded in 1969-70 
between the Office for External Econo¬ 
mic Relations of GDR and the corres¬ 
ponding partners in the capitalist in¬ 
dustrialised countries. These agree¬ 
ments, which are oriented on long-term 
periods, established the foundations 
for 4 greater stability and security in 
the external economic relations with a 
number of countries. At present there 


GDR: NATIONAL INCOME AND NET PRODUCT OF VARIOUS 
ECONOMIC SECTORS 
In Comparable Prices 


Fconomie Seotnr _ 

1950 

1955 

1960 

196JI 

1969* 



Thousand million marks 



Industry 2 

14.7 

28.2 

41.2 

61.0 

65.1 

Building trade 

1.9 

3.1 

5.1 

8.2 

9.0 

Agriculture 2 

8.9 

11.0 

12.0 

13.4 

12.4 

Transport, post and tele¬ 
communications 

2.2 

3.6 

4.0 

5.3 

5.4 

Domestic trade 

3.2 

7.7 

9.5 

12.6 

13.4 

Other productive bran¬ 
ches 

0.4 

0.5 

1.2 

1.8 

2.0 

Nett product of the vari¬ 
ous economic sectors 

31.3 

54.1 

73.1 

102.4 

107.2 

Deduction for own con¬ 
sumption 

4.2 

3.8 

2.0 

4.6 

4.4 

National Income 

27.2 

50.3 

71.0 

97.8 

102.8 


GDR: SHARE OF VARIOUS ECONOMIC FACTORS IN THE NET 

PRODUCT 
Per cent 


Industry 2 

47.0 

52.1 

56.4 

59.6 

60,7 

Building trade 

6.1 

5.8 

7.0 

8.0 

8.4 

Agriculture 8 

28.4 

20.2 

16.4 

13.1 

Il.<> 

Transport, post and tele¬ 
communications 

7.1 

6 . 6 * 

5.5 

5.2 

5.0 

Domestic trade 

10.1 

14.2 

13.0 

12.3 ' 

12.5 

Other productive bran¬ 
ches 

1.2 

1.0 

1.6 

1.8 

1.8 

Net product of the vari¬ 
ous economic sectors 

100 

100 

100 

100 

100 


I. Provisional figures. 2. Including productive crafts, without building 
crafts. 3. Including forestry. 
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exist agreements with 17 capitalist development of the external economic co-operation. Basing itself on socialist 

industrialised countries, eight of which relations of GDR in the ‘seventies’, as economic integration according to 

with a duration of three to five years. laid down by the Eighth Party Congress plan, GDR will continue to consolidate 

of the SED, open up new vistas for its role as an important partner in 

The extended dimensions of the trade and scientific and technological external economic relations. 

Foreign Policy: India and GDR 

DR J. D' SETHI 

Director of Studies, Indian Council of World Affairs 


India’s approach or policy towards 
the German Democratic Republic 
(GDR) was guided by a number of 
considerations, some of which are no 
longer relevant. It seems New Delhi 
has not given enough thought to the 
basic changes that have taken place 
in Europe. Ever since Herr Brandt 
opened up his ostpolitik of building 
bridges with the East, all major count¬ 
ries have begun to adjust themselves to 
the emerging realignments in Europe. 

The first and main aspect of India’s 
foreign policy towards GDR was that 
the policy was a byproduct of India’s 
approach to the two power blocs. With 
regard to the communist bloc in 
Europe, the policy was uniformly the 
same for all members of the bloc, 
though the response of each to India 
was not necessarily the same. Flexibility 
and differentiation which were needed 
in India’s bilateral relations with east 
European countries remained absent. 
India’s relations with GDR improved 
only when her relations with Moscow 
became closer. 

Main Consideration 

Second, India’s relations with GDR 
(East Germany) were derived from its 
relations with West Germany. There 
was some justification for this deriva¬ 
tion in early years but not subsequently 
when India claimed and stressed inde¬ 
pendence of policy and judging of each 
issue on merit. For a number of rea¬ 
sons, trade and aid relations with West 
Germany were of far greater significance 
to India than those with East Germany 
during the ‘fifties’. West Germany 
showed considerable interest in India’s 
plans and programmes of economic 
development. During that period, the 
East German government was still 
struggling to establish its legitimacy in 
which it then was not very successful. 
Subsequently, however, the Socialist 
Unity Party of GDR was able to make 
a rapid progress in winning popular 
support. Nevertheless, this was not the 
main consideration with India for de¬ 
veloping its relations with GDR at a 
rather slow pace. The main considera¬ 
tion was that India did not want to get 
into cold-war politics, which the Halls- 
tein Doctrine imparted to the question 
of giving diplomatic recognition to 
GDR. An even more important rea¬ 
son was that the Soviet Union during 


Stalin’s days was rather unsympathe¬ 
tic, if not hostile, to India. Consequent¬ 
ly, India’s relations with other members 
of the socialist bloc also could not 
grow very fast. In fact India’s econo¬ 
mic relations with the whole of eastern 
Europe were of minor importance until 
Khrushchev’s rise to power. It was this 
change in the Soviet leadership and their 
policy towards India that brought 
in its wake new and closer relations 
between India and GDR. Therefore, 
it was more for historical reasons than 
any other that India’s approach to the 
two German governments remained 
unequal. It took almost two decades 
for India to raise the “diplomatic” 
relations with GDR from a mere ex¬ 
change of Trade Representatives to 
the exchange of Consuls General. 

Element of Continuity 

Third, the main reason for the per¬ 
sistence of this discrepancy was a 
strong element of continuity in India’s 
policy in general. It must be noted that 
whatever policies were framed by 
Jawaharlal Nehru in the early years 
of independenc e and whatever level of 
external relationships was established 
then, they continued to prevail even 
when they had turned anachronistic. 
Indian foreign policy makers paid little 
heed to establishing a dynamic re¬ 
lationship between continuity and 
change. The world had undergone 
fundamental changes and had thrown 
up new challenges, and yet it sceme# 
that the Indian policy makers were 
slow to react and adjust to them. 

For example, the Hallstein Doctrine 
died the day West Germany decided 
to have diplomatic relations with Mos¬ 
cow. For a large independent nation 
like India to have refused to recognise 
the change exposed the continuity of a 
rigid policy and an unnecessary recog¬ 
nition of pressures from West Germany. 
It is even less understandable that after 
Herr Brandt ushered in his ostpolitik 
of having political relations with east 
European countries, which have not 
only diplomatic but very close political 
relations with East Germany, India 
should keep persisting in maintaining 
unequal diplomatic relations with the 
two Germanies. West Germany is 
beginning to recognise that its security 
and its role in Europe depend upon al¬ 


most giving full recognition to GDR. 

indeed, Bonn has completely reversed 
its old policy. Previously, it wanted 
detente with Moscow through unity 
with East Germany. Then it changed 
over to the policy of unity through 
detente. Not being able to make much 
headway even in this total reversal of its 
policy. West Germany is steadily mov¬ 
ing towards granting full recognition 
to East Germany as an independent 
state. It may still take some more time 
before this recognition is given but 
Bonn cannot hope to make its ost¬ 
politik a success without ultimately 
agreeing to do so. 

Taken for Granted 

A country need not be given recogni¬ 
tion even though it satisfies all the 
conditions of international law, be¬ 
cause it may not be in our national 
interest to do so. It would be very 
difficult to justify India’s non-recogni¬ 
tion of GDR on that account and for so 
long. However, no longer can New 
Delhi afford to ignore the facts of the 
new GDR. GDR as a state has 
now existed for about two decades and 
there is no likelihood of its disappear¬ 
ing. Its new constitution, which was 
adopted in April 1968 through national 
plebiscite, had an overwhelming sup¬ 
port from its people. GDR is the 
fifth largest industrial country in Europe 
outside the USSR and is also the tenth 
highly industrialised country of the 
world. It has been given recognition 
by 28 states having more than half the 
population of the world, in addition to 
its enjoying lesser forms of recognition 
from several others. Not only have 
India’s trade relations with it grown 
rapidly, but on almost every major 
move that India has made in world or 
regional politics, it has found support 
from GDR. For example, about India’s 
policy on Bangla Desh, no other coun¬ 
try in the world has given as much 
political support to India as GDR. And 
yet it is rather unfortunate that this 
fact is not sufficiently publicised, or do 
we take GDR for granted? There is 
nothing in international law or in the 
scheme of our national interests today 
which does not justify giving full re¬ 
cognition to that country. 

India must recognise the changes that 
are taking place in the respective poli- 
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cies of the two Gettnanys which had 
to face for long the problem of over¬ 
coming their past. Indeed, both of them 
have outlived their past, and we need 
not go by it any more. It is evident that 
both West Germany and GDR are 
interested in maintaining the status 
quo not only because either of them 
can change it but because both can 
pursue their respective foreign policy 
objectives only through the mainte¬ 
nance of the status quo. The rise of 
West Germany as a centre of economic 
power, hence of potential political 
and military power, has encouraged 
Moscow to neutralise it through 
friendship and to have such security 
arrangements in Europe in which the 
need or the possibility of militarised 
Germany does not arise. 

On its part. West Germany has 
also realised that it remains the 
most vulnerable part of the NATO 
strategy if only because it forms 
the frontline of the western defence. 
This convergence of interests bet¬ 
ween Moscow and Bonn has improved 
the prospects of East Germany emerg¬ 
ing as a powerful independent economic 
entity. The Brezhnev Doctrine which 
had created the fear that Moscow would 
not permit East Germany to find its 
own course of action has become re¬ 
dundant because of Herr Brandt's 
ostpolitik . In fact, it was in 1968 
that Htrr Brandt clearly stated that 
Bonn’s policy of detente with east 
must include reconciliation with GDR 
as much as with other east European 
countries. He found totally irrelevant 
Washington’s view that a united Ger¬ 
many, militarily impotent and neutra¬ 
list would put an end to the hopes of a 
strong and united Europe, which would 
have a pull over East Germany and 
eastern Europe. Washington’s view 
negated its own hypothesis and left 
no role for Germany, whether divided 
or united and thus had to be rejected. 

Status Quo 

The Strategic Arms Limitation Talks 
(SALT) and the ostpoUtik negotiations 
have this in common that the former 
aims to legitimise the status quo bet¬ 
ween the world powers and the latter 
between Moscow and Bonn on the one 
hand and East Germany and West 
Germany on the other. Notwithstand¬ 
ing America’s suspicions, both types of 
negotiations have been welcomed by the 
European majority because there is a 
chance of reduction of tension in 
Europe, If these negotiations succeed. 
East Germany is going to find an im¬ 
portant place on the map of Europe. 

There is another fact which cannot 
be ignored. France under dc Gaulle 
pursued a policy of excluding the USA 
from European defence and desired an 
integrated independent west European 


deterrent. The Christian Democrats 
in West Germany had sortie fascination 
for the French approach. But Herr 
Brandt, when he came to power, soon 
realised that an independent European 
deterrent in which Germany was the 
linchpin would be either unacceptable 
to others or create more difficulties for 
Bonn v/.v-a-m Moscow and other east 
European countries. An integrated 
west European deterrent would come 
only after the detente with east became 
a success. Besides, the west European 
countries are facing the imperialism of 
American technology and it is only a 
matter of time before they develop 
common foreign economic policies. 
The recent dollar crisis has further 
highlighted this struggle between wes¬ 
tern Europe and the United States. 
Herr Brandt could not wait for London, 
Paris and Washington to arrive at a 
new common approach to Moscow. 
He had to make a move himself to¬ 
wards the cast, including GDR. 

Both NATO and Warsaw pact alli¬ 
ance^ are not democratic systems, 
Tensions are growing within each bloc. 
Within the communist bloc, many im¬ 
portant changes are taking place. New 
Delhi must realise that it cannot have a 
uniform policy towards all east Euro¬ 
pean countries because of the different 
pattern of behaviour of these countries. 
For example, Rumania has shown some 
coolness, if not hostility, towards India* 
largely because of the role it has opted 
for in respect of Sino-Soviet relations. 
At the Pugwash Conference, in August 
1971, at Bucharest, Rumania was ac¬ 
tually working for Pakistan, Rumania 
is typical in the sense that it has rigid 
internal policies and flexible foreign 
policies. It did not bother at all about 
GDR when it entered into relations with 
West Germany in 1967. On the other 
hand, Czechoslovakia and Bulgaria 


have both rigid internal and external 
policies. But GDR and Hungary are 
the two countries which are fast de¬ 
veloping into flexible internal as well as 
external policies. Hungary’s dominant 
foreign policy considerations are in 
the context of Europe but GDR has 
developed wider interests outside. 
Therefore, India must recognise this 
change and reorient its east European 
policies towards these tw'o countries, 
more especially towards GDR. 

Little Justification 

There is little justification for main¬ 
taining old uniformity. The Soviet 
policy towards other east European 
communist countries is itself pulling 
in opposite directions. On the one hand 
Moscow emphasises the unity of these 
countries and on the other follows a 
policy of detente with Bonn; the latter 
cannot but allow Moscow’s allies to 
have their own European policies. 
Ideology may be common to them but 
not their security and economic inte¬ 
rests. GDR wishes to add to the 
detente her i wn demand for full 
recognition. She would get recognition 
sooner than later. There is no point in 
India waiting for that moment. 

GDR has entered the phase of 
economic nationalism and consumer 
communism despite its emphasis on 
bloc solidarity and socialist inter¬ 
nationalism. She is likely to face prob¬ 
lems of internal and external adjust¬ 
ments. She would certainly not like 
to pay higher prices for raw materials 
she purchases from the Soviet Union 
than the world prices. During 1970, 
the COMECON developed policies 
of rigid integration. Moscow would 
certainly not like the east European 
countries to look towards European or 
American market. But it cannot have 


GDR : SHARE OF THE FORMS OF OWNERSHIP IN THE NET PRODUCT 
OF THE ECONOMIC FACTORS 1969 1 


Economic Sector 

Nationally 

owned 

Co¬ 

operative 

Semi-state 

Private 



Per cent 


industry* 

79.5 

3.0 

11.4 

6.1 

Building trade 

56.2 

' 26.3 

9.0 

8.6 

Agriculture 3 

13.6 

81,6 

0.1 

4.8 

Transport, post and tele¬ 
communications 

93.5 

. 

3.4 

3.1 

Domestic trade 

62.9 

24.3 

7.2 

5.6 

Other productive branches 

92.9 

1.6 

2.4 

3.0 


L Provisional figures, 2. Including productive crafts, without building 
crafts. 3* Including forestry. 
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The scientific-technological revolution requires highly-qualified, future-minded men 
and women with a sound technical understanding. Building up a potential in education 
oriented on the future : For decades GDR experts have been working on this problem, 
and the internationally noted successes achieved by the GDR education system are 
a result of this. 


The nationally owned foreign trade enterprise i n t e r m ed informs you about, and 
supplies you with, findings in the field of educational science which are reflected by 
the GDR-made technical products and teaching aids for progressive education systems. 

intermed equips universities, laboratories as well as 
colleges and technical schools. 


intermed exports technical laboratories for training purposes and, in addition to 
that, teaching aids for physics, biology and general instruction. When making Invest¬ 
ments in your education system, make use of the experience gained by a future- 
oriented education system. We claim : Success in education is success in the future I 


intermed-export - import 

Volkseigener AuRenhandelsbetrieb der 
Deutschen Demokratischen Repuolik 

DDR 102 Berlin SchickierstraRe 5/7 PO.B. 17 


Information durch 

Consulate of the Gorman Democratic 
Republic in Bombay 
Buro intermed 
122,1 Dinshaw Vachha Road, 
Bombay-20 BR. 
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any serious objections to these count¬ 
ries finding avenues elsewhere. Nor does 
the new economic nationalism imply 
autarky; it means expansion in different 
directions. India being the most im¬ 
portant trading partner of GDR out¬ 
side the communist world, it must 
take advantage of this situation and 
expand further its economic relations 
with that fast developing country. 
East Germany like the Soviet Union 
would be looking for consumer goods 
to satisfy its populace and India can 
meet that demand to some extent. More 
than that, it is important that India 
should also have political relations 
with it because the growing economic 
independence and power of GDR 
would be a great asset for India, parti¬ 
cularly in the context of the new rela¬ 
tions between India and the Soviet 
Union. 

Unfortunately, the importance to 
India of GDR has been understated be¬ 
cause only the Indian communists have 
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supported India giving full recognition 
to GDR. It is time that GDR 
realised that it has to build in this 
country an independent support for 
its case rather than depend upon the 
communists only. It is of no conse¬ 
quence to India as to what the social 
system in GDR is, although some of the 
theoretical formulations of the Socialist 
Unity Party are of considerable im¬ 
portance for left theoreticians in Indb*. 
For example, GDR’s theory of the 
“state of all people'' requires a much 
greater debate than has been done so 
far. Rut all this is of not much signi¬ 
ficance in developing inter-state rela¬ 
tions. What is of significance is that the 
usual ideological overtones of the issue 
of recognition must be avoided. It is 
worth noting that ideological overtones 
are missing from the proposals that arc 
being made for calling a European 
Security Conference. In fact, Moscow 
has totally underplayed the conflict 
between the capitalist and the socialist 
world systems in its proposals for 
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European security, ft goes to the credit 
of GDR that in its foreign policy ap- 
proch to India, it has so far comple¬ 
tely eschewed ideological over¬ 
tones. 

It must also be stressed for the bene¬ 
fit of those who want to aldd an anti¬ 
communist bias in our foreign policy 
that there is no scope for it in so far as 
our relations with GDR are concerned 
New Delhi cannot be guided by any 
such consideration in formulating its 
policies towards the two Gcrmanys. 
The only consideration is that of the 
national interest and it clearly points .o 
the direction that India must immediate¬ 
ly offer full recognition to GDR and 
make up for this great omission in its 
foreign policy, for which there has not 
been any justification for almost over a 
decade now. In July 1970, Walter 
Ulbricht declared. “We enter the se¬ 
venties full of optimism, with s lf- 
confidence and energy". New Delhi 
might as well recognise that change. 


Recognition of GDR 

DR H- J. RADDE 

Director, South-East Asian Department, Ministry of Foreign Affairs, GDR 


Irw\s the late Jawaharlal Nehru who 
gave the lead to a new outlook of the 
Afro-Asian world towards the so-called 
“German problem when he said at 
the Belgrade conference of the non- 
aligned in 1961: 

4 \. It seems to me obvious that 
there exist certain facts of life, that 
there are first two independent enti¬ 
ties, powers, countries: the govern¬ 
ment of West Germany (the German 
Federal Republic) and the government 
of East Germany (the German Demo¬ 
cratic Republic). This is a fact of life. 
This is not a matter of liking or dis¬ 
liking of mine or of anybody else; but 
it is a fact which has to be recognised.. “ 

Not many politicians outside the 
socialist camp were in a position and 
ready at that time to recognise the 
realities or even to draw the logical 
conclusions from such insight. 

Ten years after the Belgrade confe¬ 
rence it is no longer possible to shut 
one's eyes to the existence of two diffe¬ 
rent states in the centre of Europe, of 
two states which, although situated 
on the territory of the former German 
Reich: followed two completely diffe¬ 
rent ways in their development in the 
course of more than two decades. 

The German Democratic Republic 


and the West German Federal Republic 
today represent two different social and 
political concepts. They are different 
in their socio-economic basis, in their 
political orientation and in the ideology 
and way of living of their citizens as 
well. 

After World War II the eastern part 
of Germany — today GDR — drew' 
a few lessons from the bitter experience 
of the past when fascist power and 
ideology were rooted out. it was the 
power of the German monopolists 
which had become, the hotbed of the 
fascist atrocities. It was the Prussian 
landlords who kept alive the aggressive¬ 
ness of German militarism. On the 
territory of GDR all remnants of this 
ugly heritage were done away with, 
and, in fact, the foundation of a new 
German state began there which was 
committed to peace and justice for the 
working people. 

On this basis GDR was built as a 
socialist state. Today GDR represents 
a highly developed society, dynamic 
and stable in the field of economy, 
consistent in its internal and external 
policy and humanistic in its social 
approach. Once again this status was 
recognised and endorsed by the popu¬ 
lation of GDR when in 1968 in a plebis¬ 
cite the new socialist constitution was 
adopted by more than 90 per cent of the 


electorate in a free and democratic 
ballot. 

A decisive factor for the development 
of GDR is the steadily increasing rela¬ 
tionship with the USSR. There is 
close co-operation in all fields. The 
GDR has become an integral part of the 
socialist family of states and is recog¬ 
nised as a fraternal partner by the other 
socialist countries. In all important 
international matters GDR contributes 
to the common line of the socialist 
countries, whether it is in the frame¬ 
work of the Warsaw^ Treaty Organisa¬ 
tion or as a member of the Council of 
Mutual Economic Aid. Thus it is 
widely recognised already that the prob¬ 
lem of European security cannot be 
solved without GDR since normalisa¬ 
tion of international relations and 
peaceful coexistence demand equal 
treatment of and respect for all 
sovereign partners. That is why all 
attempts to disregard the right of 
GDR of equal participation in all 
international matters finally suffer de¬ 
feat. It is mainly due to the continuous 
efforts of the socialist countries that 
the infamous Hallsicin Doctrine broke 
down, and it will not be possible to 
revive the course of non-recognition by 
the slogan of so-called inner-Ger- 
man relations. The overriding political 
principle of the German Democratic 
Republic today is the ever deepening 
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friendship with the Soviet Union and 
the other socialist countries since this 
has proved beneficial to the cause of 
European peace as well. 

The GDR has become a trust worthy 
partner for all newly independent coun¬ 
tries which are striving for full indepen¬ 
dence and progress. It is the foremost 
obligation of GDR to exercise inter¬ 
national solidarity wit hall peoples who 
are engaged in the struggle against 
tniperialst domination. Again, GDR 
has become a respected friend of many 
Afro-Asian countries. More and more 
countries have realised the fact that 
the increasing factual relations based 
on the principle of mutual benefit de¬ 
mand normal diplomatic relations. 
Hence the demand for recognition has 
become widely popular in many ami- 
imperialist and democratic countries. 
Tn the last two years 16 countries of 
Asia, Africa and Latin America estab¬ 
lished diplomatic relations with GDR. 
Altogether, GDR has diplomatic re¬ 
lations with 30 countries. 

There is the record of increasing 
co-operation between GDR and India. 
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Mutual understanding in many ques¬ 
tions of common interest, increasing 
trade and cultural exchanges have 
deepened the friendly relations between 
our two countries. In 1970 the status 
of the official representations was 
raised to the level of consuite general. 
Today all doors are open for further 
developing our relations for the bene¬ 
fit of both countries. 

GDR is a partner, willing and 
able to contribute to the solution of 
many pressing problems facing the 
international community. This fact 
was once again underlined at the 
Eighth Congress of the Socialist Unity 
Party of Germany — the leading party 
of GDR. In the question of European 
security which is still of the utmost 
importance for international peace, 
the GDR has a clear concept. 

GDR is willing to give unselfish 
support to a European security con¬ 
ference and is ready to participate in 
the work of the UNO and international 
organisations and to establish normal 
diplomatic relations with all states 
on the basis of mutual respect 


for equality and sovereignty. The 
latter applies also to the relations 
between GDR and FRG and between 
GDR and West Berlin. The desire of 
GDR to contribute towards the lessen¬ 
ing of the tension in international re¬ 
lations was proved once again by its 
whole-hearted support to the Four- 
Power agreement on West Berlin. 

It is therefore obvious that the con¬ 
cept of non-recognition of GDR is in 
contradiction to realities. Many years 
of non-recognition of the GDR have 
blocked any attempts to achieve stable 
security in Europe. On the other hand, 
the developments of the previous mon¬ 
ths have shown that by recognising the 
sovereign rights of GDR, fruitful dis¬ 
cussions and reasonable solutions are 
possible. The treaties of the USSR 
and Poland with FRG and the West 
Berlin Four-Power Agreement are 
striking examples of the new trends in 
the polities of central Europe. It is in 
accordance with the interests of peace- 
loving stales when friends of the GDR 
all over the world raise the slogan: 
“Recognition now. 


Indo-QDR Trade in Tea 


Thf i asi European countries are now 
important trade partners of India 
under the rupee payment arrangements 
involving bilateral trade and payments 
agreements which were negotiated in 
the early sixties and arc renewed from 
time to time. India's trade turnover 
with these countries has since been in¬ 
creasing. The commodities trade bet¬ 
ween India and the east European 
countries are also treated under the 
"Most Favoured Nation Clause' and 
the goods are given preferential treat¬ 
ment vis-a-vis those coming from other 
countries through reduction of customs 
duties. One of these countries is the 
German Democratic Republic (GDR) 
whose steadily growing economic pros- 
ptriiy made it possible to extend the 
volume of trade, increase the variety 
of goods traded in from year to year 
and to extend the stable market in 
GDR for the products of the develop¬ 
ing countries. 

The German Democratic Republic 
imports jute, tea and spices as 
also non-traditional items such as 
engineering goods and other manu¬ 
factured items from India while India 
imports machine tools, tractors and a 
wide range of articles required for de¬ 
velopmental purposes. India's trade 
with GDR has to be viewed not only 
from the point of view of tea but also 


P. R. SENGUPTA 
Statistician, Tea Board 

in the context of India’s diversified 
pattern of trade. 

The annual intake of tea into GDR 
is only of the order of one to two mil¬ 
lion kgs. Total import of tea into 
GDR have not shown a definite trend 
over the last decade. Imports fluctua¬ 
ted between 1.14 million kgs and 1.92 
million kgs during the period 1960 to 
1968. Table I (p. 15) sets out the 
country of-origin-vvisc imports of te<^ 
into GDR. 

These figures reveal that India 
and the USSR are the major suppliers 
of tea to GDR. Negligible quan¬ 
tities are being imported from Ceylon. 
The UK and the Netherlands also make 
some marginal re-exports to GDR. 

Exports of Indian teas to GDR is 
made under bilateral trade agreement 
according to which a monetary ceiling 
is provided for each trade plan period. 
Actual export performance of this 
country has to be viewed vis-a-vis the 
trade plan provision. The offtake of 
Indian tea by GDR was quite satis¬ 
factory in 1966 and 196*7. In fact 
the actual exports during 1966 exce¬ 
eded the plan target of Rs 4.90 
million by about Rs 6.56 million while 
in 1967 exports were in excess of the 
target of Rs 8.00 million by Rs 1.53 


million. It is evident from the figures in 
Table 11 (p. 15) that exports in 1966 in 
terms of both quantity and value were 
higher than in 1967. The total quantity 
exported during 1966 was 1.2 million 
kgs and value realised therefrom w«s 
Rs 11.46 million compared to 1.0 
million kgs and Rs 9.53 million of 1967. 
There was a marked decline in exports 
in 1968 which were recorded at only 
500.000 kgs in quantity and Rs 4.12 
million in v*lue. In 1969, exports fur¬ 
ther declined to 400,000 kgs and value 
obtained was only Rs 2.97 million, 
leaving a gap of Rs 7.03 million com¬ 
pared to the target of Rs 10.0 million. 

In 1970 there was, however, some 
improvement in exports and the quan¬ 
tity exported went up to 600,000 kgs 
while the realisation correspondingly 
increased to Rs 5.86 million though this 
is still far short of the ceiling of Rs 
10.0 million — the same as for 1968 
and 1969. The gap between actual per¬ 
formance and the ceiling provided in 
the trade plan thus came down to Rs 
4.14 million. The short period of 1971 
i.e. January to April, for which figures 
are available, shows that there have 
been increased exports during this 
period which were recorded at 132,000 
kgs valued at Rs 1.12 million as against 
110,000 kgs valued at Rs 0.84 million 
for the same period of 1970. The figures 
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in Table II bring out the positiaDfe 
clearly. ^ + 

The unit value of exports, which is 
usually higher for GDR than for other 
east European countries, was at its 
highest viz. Rs 9.70 per kg in 1970. 
The unit values realised in 1968 and 
1969 were Rs 8.32 and Rs 8.25 per kg 
respectively. Unit value realised dur¬ 
ing the first four months of the current 
year was higher at Rs 8.47 as com¬ 
pared to Rs 7.69 for the same period 
of 1970. 

Apart from the supplies of tea from 
India, the USSR and small quantities 
from the UK, Ceylon etc. to 
GDR, about three million kgs of tea 
is exported from China to east Euro¬ 
pean countries—mainly to Czecho¬ 
slovakia, GDR, Poland and Hungary, 
The total exports from China during 
the last five years to east European 
countries are as given in Table Ill. 

Table III 

TEA EXPORTS FROM CHINA TO 
E. EUROPEAN COUNTRIES 

thousand kgs 


Year 


Exports 

from 

China 


1965 

2,930 

1966 

2,160 

1967 

2,870 

1968 

2,450 

1968 

2,450 

1969 

3,510 


A part of these teas is obviously im¬ 
ported into GDR to make up the gap 
.between total imports and exports 
from other countries. 

GDR is primarily a coffee drink¬ 
ing nation. Its per capita consumption 
of coffee is 2.31 kgs as compared to 
0.07 kgs for tea. Per capita consump¬ 
tion of tea in GDR has declined from 
0.10 kgs in 1963-65 to 0.07 kgs in 1966- 
68. Perhaps this is why GDR has not 
been taking increased quantities of 
tea. So far as tea exports from India 
are concerned, the trend has not been 
satisfactory in recent years which may 
be mainly due to the marked change in 
the composition of India’s exports. 
Increasingly greater stress is being laid 
by India on exports of manufac¬ 
tured and processed goods. The de¬ 
velopment of the national economy of 


t .■ by stafei- 

has made it 


;b4en eh 

ty corttinulty^sfhicli 
today one of the world’s leading in¬ 
dustrial nations. The rapid advance¬ 
ment in technology has] opened up a 
large market in this country for manu¬ 
factures and semi-manufactures, in 


view of this, there has had to be a shift 
in our export policy which is now 
biased more heavily towards non- 
traditional items. Efforts to export 
more of OUf packet tea and instant tea 
to GDR may, in this context, prove re¬ 
warding in the long run. 


Table I 

GDR IMPORTS OF TEA : Country-wise 


(Figures in thousand kgs) 


Year 

Total 

Imports 

of 

tea into 
GDR 

Exports from 


Re-exports from 

India 

Ceylon 

USSR 

UK 

Nether¬ 

lands 

1960 

1,340 

0 


305 

2 

. 

1961 

1,571 

160 

. . 

525 

0 

— 

1962 

1,806 

357 

83 

691 

0 

— 

1963 

1,445 

336 

25 

303 

0 

— 

1964 

1,445 

614 

.. 

829 

0 

— 

1965 

1,924 

775 

33 

307 

3 

— 

1966 

1,142 

3,234 

31 

47 

0 

— 

1967 

1,182 

1,016 

., 

354 

0 

— 

1968 

1,491 

495 

0 

225 

0 

— 

1969 

N.A. 

360 

29 

675 

0 

ft 

11 

1970 

N.A. 

604 

14 

— 


7 

N.A.: 

Not available. 

‘O’—below 500 kgs. 





Table II 

INDIAN TEA EXPORTS TO GDR 

(Million Rupees) 

Year 

Trade 

plan 

provision 

in 

million 

rupees 

Actual exports 

Surplus/ 

deficit 

(million 

rupees) 

Quantity 
(‘000 kgs) 

Value 

(million 

rupees) 

Unit 
value 
Rs /kg. 

1966 

4.90 

1,234 

11.46 

9.29 

+6.56 

1967 

8.00 

1,016 

9.53 

9.38 

-fl.53 

1968 

9.50 

495 

4.12 

8.32 

—5.38 

1969 

10.00 

360 

2.97 

8.25 

—7.03 

1970 

10.00 

604 

5.86 

9.70 - 

—4.14 

1971 (Jan-April) 

10.00* 

132** 

1.12 

8.47 


1970 (Jan-April) 


no 

0.84 

7.69 



♦Trade plan provision is for the whole year. **Provisional. 
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QDR and the UNCTAD 

KARL MULLER 

Central Director, Ministry cf External Economic Relations* GE>R 


The United Nations General Assem¬ 
bly at its 25th session decided to con¬ 
vene in April-May 1972 the third session 
of the UN Conference on Trade and 
Development (UNCTAD). The se¬ 
cond session of the UNCTAD, as 
everyone knows* took place in 1968 in 
New Delhi. GDR is of the opinion 
that the UNCTAD is at present* and 
will probably be in future years, the 
most representative and the most im¬ 
portant international organization in 
the sphere of international trade and 
development. At present 136 countries 
arc members of the UNCTAD. Im¬ 
portant international economic orga¬ 
nizations arc represented in it as ob¬ 
servers. 

The main tasks of the UNCTAD 
were set out in the UN resolution which 
set up the organization and which 
offered favourable prerequisites for the 
UNCTAD so as to take an active part 
in the normalisation and further deve¬ 
lopment of international trade. The 
principles of international trade and 
trade policy which were established at 
the first UNCTAD session, and which 
were confirmed at the second session 
of the UNCTAD, represented cons¬ 
tructive guidelines for the all-round 
development of international trade. It 
was recommended that the economic 
relations between states* including trade 
relations, should be developed on the 
basis of the principles of the sovereign 
equality of states, the self-determinat¬ 
ion of the peoples and non-intervention 
in the internal affairs of other countries. 
Differences in socio-economic systems 
should not lead to discrimination in 
economic relations. With the evolution 
of economic relations, the interests of 
the newly developing countries should 
receive particular attention. 

Efforts at Normalisation 

The socialist countries, including 
GDR, have made great efforts in the 
normalisation of international trade 
on the basis of the principles of peaceful 
co-existence. Besides the continuing 
development of their own economy 
and foreign trade they have made a 
substantial contribution to the all¬ 
round development of international 
trade, not only through the exposure 
and rejection of machinations of some 
countries in international economic 
relations but also through direct aid to 
the developing countries. They have 
also actively supported those resolut¬ 
ions of the United Nations which are 
directed to the realisation of progressive 


steps for the economic and social deve¬ 
lopment of all peoples. 

Not only in the declarations at the 
first and second sessions of the UN¬ 
CTAD but also on other occasions, 
GDR has repeated its willingness to 
co-operate and take up membership 
on a basis of equality in the UNCTAD. 
Hitherto as a result of the obstruction¬ 
ist policies of some states GDR has 
been prevented from taking up equal 
membership in the UNCTAD. 
GDR can, nevertheless, as a significant 
interna*ional trade partner, make a 
considerable contribution to the solu¬ 
tion of outstanding problems in the 
UNCTAD. 

Principle of Equality 

GDR forms its foreign trade 
relations consistently on the basis of 
the principles of equality and non¬ 
interference in the internal affairs of 
other countries. In the spirit of friend¬ 
ship and solidarity towards other non¬ 
socialist countries, GDR has also stren- 
thened its external economic relations 
with the countries of Asia, Africa and 
Latin America. The total foreign trade 
of GDR rose by 70 per cent between 
1965 and 1970, from about 23.4 to 
39.6 billion* clearing marks, and 
the foreign trade turnover with the 
developing countries has risen in the 
same period by about 80 per cent. 
Besides GDR 1ms striven and is striv¬ 
ing through the production of suitable 
goods for foreign trade with develop¬ 


ing countries to further the industria¬ 
lisation of these countries. 

It is therefore in the interest not only 
of the member countries of the UNC¬ 
TAD but also in the interest of the ef¬ 
fectiveness of the whole activity of the 
UNCTAD, that GDR should become 
a member of the organisation on a 
basis of equality. 

Much Needed Universality 

GDR therefore feels that the 
UNCTAD will be able to achieve its 
just goal fully when it strictly follows 
the principle of universality and the 
principle of the sovereign equality of 
states. 

Already in the first session of the 
UNCTAD numerous countries advo¬ 
cated that all slates which were inte¬ 
rested, and whose policies agreed with 
the principles of the United Nations 
Charter, could participate on an equal 
basis in the work of the conference 
and the Council on Trade and Develop¬ 
ment, as well as its committees and 
conferences on raw materials. 

The previous sessions of the confe¬ 
rence and Council on Trade and Deve¬ 
lopment. the committees of the council 
and several conferences on raw mate¬ 
rials have been compelled to have it 
out with those countries which used 


♦Billion-1,000,000,000 


GDR: GROSS PRODUCT OF THE ECONOMIC SECTORS ACCORDING 
TO COMPONENT PARTS 1969* 

» 

in comparable prices 



Depreciation 

Consumption 



Gross 

of fixed 

of material 

Net 

Economic Sector 

Product 

capital, rents 

and productiv e 

product 



and leases 

services 




Million marks 


Industry 2 

175.902 

6,757 

104,082 

65,063 

Building trade 

24,225 

554 

14,678 

8,993 

Agriculture** 

24,070 

1,355 

10,334 

12,381 

Transport, post and tele- 





communications 

12,676 

1,525 

5,770 

5,381 

Domestic trade 

20,524 

825 

6,305 

13,394 

Other productive branches 

3,250 

78 

1,209 

1,963 

Total 

260,647 

11,094 

142,378 

107,175 


1. Provisional figures. 2. Including productive crafts, without building 
crafts. 3. Including forestry. 
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ORWO Production Programme 

• ORWO Tanking and Printing Materials tor Black-and-White Photography 

• ORWO COLOR ORWOCHROM Tanking and Printing Materials 
for Colour Photography 

• ORWO and ORWOCOLOR Cine Films 

• ORWO and ORWOCOLOR Motion-Picture Tanking and Printing Films 

• ORWO TV Films 

• ORWO X-Ray Films 

• ORWO Photomaterials for Reproduction Technique 

• ORWO Photomaterials for Science and Technology 

• ORWO Black-and-White Photo Papers 

• ORWO Photochemicals 

• ORWO Light Filters 

• ORWO Magnetic Tapes and Films 


VEB FILMFABRIK WOLFEN Fotochemisches Kombinat GERMAN DEMOCRATIC REPUBLIC 


is 
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untenable arguments to exclude GDR 
and other scKiaiist-states, As became 
clear from this, teport of the Tenth 
Council Session of the * UNCTAD, 
certain countries opposed the invi¬ 
tation toGDR to participate on a basis 
of equality in the third session of the 
UNCTAD;; Such an invitation would 
according to the interpretation of Fede¬ 
ral Republic of Germany (FRG) en¬ 
danger its endeavours to establish the 
so-called inner-Germ&n relations with 
the GDR. 

The GDR and FRG have, however, 
existed for over 20 years, and are two 
separate, independent, sovereign states 
with different social orders. Interna¬ 
tional law recognises no “inner-relat¬ 
ions between such states. 

The FRG’s pursuit of such relations 
stands in striking contradiction to the 
resolution of the 25th session of the UN 


General Assembly of October 24, 1970*, 
the ‘‘Defctaiatioo of the Principles of 
International Law regarding the Frien¬ 
dly Relations and Co-operation bet¬ 
ween States in Agreement With the Unit¬ 
ed Nations Charter.’* According to 
this principle, all states aba juridically 
equal, and every state has the duty to 
act towards other state# in accordance 
with international law, to. live and co¬ 
operate with them in peace. That also 
includes membership in international 
organisations. 

Basis of Equality 

A further assertion of the FRG, 
that the membership and equal parti¬ 
cipation of GDR in conferences and 
conventions would produce “querellen 
allemandes’’ in international organi¬ 
sations has long been disproved by 
international practice. 

All international organisations, in 


*RG equally parti- 
- j$jg4,fruitful co-ope¬ 
ration. Tbit has been shown hitherto 
in the work of the World Federation 
of United Nations Association (WF- 
UNA), the conferences of the Inter¬ 
national Committee of the Red, Cross 
(ICRS) as well as the other nearly 500 
international organisations in which 
both states are equally represented. 

It should be recalled that the decla¬ 
ration on the occasion of the 25th an¬ 
niversary of the United Nations, at 
the 25th session of the UN General 
Assembly on the strengthening of inter¬ 
national security (Resolutions 2627 
and 2734) confirmed the principle of 
universality, and some of tne countries 
which have opposed GDR should now 
discontinue their opposition to the 
participation of GDR in the third 
session of UNCTAD on a basis of 
equality. 


Economic Co-operation Between QDR and India 

HEINZ SACHSE 

Commercial Counsellor in Consulate General of GDR in India 


Sfncb its foundation on October 7, 
1949* the development of GDR and her 
growing international reputation has 
been closely linked with the develop¬ 
ment of her economic relations with 
the developing countries of Asia and 
Africa, The practical and reasonable 
connection between the developing eco¬ 
nomic potentials and requirements of 
the national economy of GDR and the 
requirements and possibilities of build¬ 
ing up a national economy in the deve¬ 
loping countries has resulted in a rapid 
development of foreign trade relations 
between GDR and these countries. 
An excellent example of how well 
relations developed by taking into 
account this connection is the develop¬ 
ment of Indo-GDR relations. 

In less than 20 years the political, 
economic and cultural relations bet¬ 
ween the two countries have developed 
in such a way that they have become a 
lirm constituent part of social and eco¬ 
nomic life. The development in foreign 
trade turnover since 1954*—the year of 
signing the first trade agreement bet¬ 
ween GDR and India—'till the 22nd 
Anniversary of GDR shows a roughly 
14-fold increase. 

The foreign trade turnover between 
the two countries has developed from 
Rs 3.4 crorcs in 1955 to about Rs 50 
crores in 1970 and today allows the 
assessment that this healthy trend will 
also continue iri 197!. All signs point 
to of an all-time high in trade turn¬ 
over between the two countries in 1971. 
It is of special concern to GDR to 
adjust the structure of her exports to 


India to the requirements of India’s 
national economy and to supply high- 
quality products in order to effectively 
support the programme of India’s 
industrial development. Therefore, 
products of our metal-working industry 
will have the biggest share in our ex¬ 
ports to India in future also. Equip¬ 
ment for the heavy engineering industry, 
plants for chemical industry, ships, 
modern machine-tools, machinery 
for foodstulTs and beverages industries, 
agricultural machinery, equipment for 
printing industry, precision instru¬ 
ments for research purposes from 
GDR are sought after by Indian part¬ 
ners and have proved their quality in 
operation also under Indian climatic 
conditions. * 

The growing demand of India for 
basic materials is met by GDR in ac¬ 
cordance with her capacities; the im¬ 
portant raw materials exported to 
India include fertilisers, plant protect¬ 
ing agents and other chemical products. 

In the structure of her imports from 
India, it becomes clearly visible that 
GDR makes an effort to import apart 
from traditional export items such 
as oilcake, tea, coffee, spices, mica, 
increasingly such products as auto 
accessories, dry batteries, electric cab¬ 
les, shoes etc. within the scope of the 
financial possibilities in accordance 
with the payment balance between the 
two countries. 

In the course of development of re¬ 
lations between the two countries be¬ 
sides the traditional exchange of goods, 


forms of co-operation have developed 
which are based on the utilisation of 
technical know-how from GDR. Type¬ 
writers, electrical cables, machine tools, 
electrical meters, electrical switches, 
and wire sieves for paper industry are 
successfully manufactured in India 
in co-operation with GDR manufac¬ 
turers. 

A new stage in relations between the 
two countries was initiated with the 
conclusion of an Agreement on Scienti¬ 
fic-Technical Co-operation which was 
signed in Delhi in February, 1971 by 
the Ministers of Foreign Trade of the 
two countries on behalf of their govern¬ 
ments. This agreement opens up new 
possibilities for co-operation and a fur¬ 
ther strengthening of the relations bet¬ 
ween the two countries. 

The benefits which India derives from 
economic relations with the socialist 
countries, a firm part of which is the 
GDR, become particularly obvious in 
view of the monetary crisis in capita¬ 
list countries. The currency decay which 
strains India’s trade especially with the 
highly industrialised capitalist countries 
has, however, no influence whatsoever 
on the stability and continuous growth 
of rupee-payment trade with socialist 
countries, the possibilities of which are 
by far not exhausted at present. 

On the basis of the principle of mutual 
advantage in development especially 
of economic relations, the foreign trade 
turnover between India and GDR will 
further develop in the years to come as 
well. 



October 29, 1971 


INDO-GDR SUPPLEMENT 


19 


Leipzig Fair 


Question : The international leading 
role of the Leipzig Fair is to be atri- 
buted primarily to its progressive res¬ 
ponse to the actual demands of modern 
trade. In recent years decisive changes 
have again taken place in the structure 
of the branches, Herr Wonsack, may 
we ask you to explain the essential 
innovations? 

Answer: It speaks of the dynamic 
and progressive outlook of the Leip¬ 
zig Fair that it has constantly improved 
its effectiveness in accordance with the 
requirements of the international divi¬ 
sion of labour and the scientific and 
technological revolution as an effective 
instrument of the external economy of 
GDR and as a world trading centre. It 
is at the same time a convincing ex¬ 
pression of the constantly growing 
international position of GDR. 

Firm Foundation 

A lirm foundation of the position 
of Leipzig is due to the co-operation 
among the socialist countries, above all 
the Soviet Union and the other count¬ 
ries united in the Council for Mutual 
Economic Assistance, as well as GDR‘s 
own national, economic scientific and 
technical performances. During the 
last five years, the increase in national 
income by more than 25 per cent, the 
improvement in investments by 59 per 
cent and the growth in industrial com¬ 
modity production by 37 per cent have 
considerably contributed to consolidat¬ 
ing the international assessment of 
GDR as a respected and efficient ex¬ 
ternal economic partner. GDR’s 
foreign trade turnover ro^e by 60 per 
cent during the past five years. 

These few facts show the high de¬ 
mands placed on the Leipzig Fair 
which • - in accordance with the direc¬ 
tives for the five-year Plan up to 1975 
adopted at the Eighth Congress of the 
SED — will undoubtedly grow still 
further. 

Only four years ago the Leipzig 
Autumn Fair was the smaller of the 
two annual fairs. Consumer goods 
were exclusively shown in the fair 
buildings of the city centre whereas 
the fair grounds were used only in 
spring for various branches of techno¬ 
logy. A beginning was made in 1968 
systematically to include the fair 
grounds with its 60 halls and pavilions 
and its extensive open-air spaces in the 
autumn fairs, for the display of techni¬ 
cal products and in doing so to exclude 
certain branches from the spring fair. 
This made it possible to offer bigger 
exhibition areas to such important 
spheres as machine tools, chemical 


An interview with the General Ma¬ 
nager of the Leipzig Fair Office, Mr 
Friedrich Wonsack 

equipment, electrical engineering and 
electronics and processing machines 
which have special importance foi 
progress in science, technology mid 
production. In this way improved pre¬ 
sentation possibilities were ensured. 

The changes which were begun on 
the basis of extensive scientific work 
and the wishes of the exhibitors from 
the GDR and from abroad arc almost 
completed. The new trade sections 
have been introduced and the autumn 
fair is now approaching the spring 
fair in extent. Translated into figures 
the following picture emerges: the ex¬ 
hibition area of the two fairs increased 
this year by 120,000 square metres ~ 
that is about 25 per cent — in eompari- 
somwith 1967, and the 1971 Autumn 


Fair is 85 per cent larger than the com¬ 
parable fair four years ago. Our in¬ 
tention to give each of the two tradi¬ 
tional fairs — the spring fair and the 
autumn fair —- its own, unmistakable 
image became especially clear this 
autumn. 

Question: Attributes like ‘centre of 
worldwide exchange of scientific and 
technical experience*, 'university of pro¬ 
gress in science and technology* are in¬ 
creasingly linked with the world trade 
metropolis of Ixipzig. How do you 
assess this development and what are 
year plans for the future? 

Answer: Succe^ful business activity 
begins with the fostering of commer¬ 
cial contacts and thorough scientific 
and technical information. These activi¬ 
ties will be still more important in 
future and the Leipzig fairs will de¬ 
velop new techniques in order to sup¬ 
port this activity. 

Through close co-operation every 



The Leipzig Fair has assumed a new profile. The Exhibition Grounds 
were extended year after year. The Fair grounds hold 60 exhibition 
halls and pavilions at present . 
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year during the fair days between the 
Chamber of Technology (K.DT), the 
Socialist Engineering Organisation of 
GDR, and the Leipzig Fair office, a 
varied scientific and technical pro¬ 
gramme of events comes into existence 
ranging from technical lectures based 
on the exhibits of large industrial asso¬ 
ciations of many countries, to symposia 
and scientific congresses of the K.DT. 
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Here it is interesting to note that this 
scientific and technical lecture activity 
also takes place at the autumn fairs. 

The value of the Leipzig Fair for 
the exchange of scientific and technical 
experience, however, does not result 
only from this undoubtedly interesting 
and varied lecture programme but still 
more out of the unity of the exchange 
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of exhibit experience and information 
at the fair stand and the scientific and 
technical events, that is, out of a unity 
of theory and practice. 

Under these circumstances I am cer¬ 
tain that the Leipzig Fair wili still more 
effectively do justice to its forward¬ 
pointing motto “For Worldwide Trade 
and Technical Progress” in the 1970s. 


Economic Relations Between India and QDR 

HANSJOACHIM LEMNITZER 
Chairman of the Trade Group, “GDR*INDIA” 


A TRAor group. “GDR-lndiV\ was 
founded on the occasion of the Leipzig 
Autumn Fair on September 10, 1971. 
Its aim is to further promote the econo¬ 
mic relations existing between GDR 
and India and to still better utilise the 
great possibilities of co-operation in 
the economic and the scientific and 
technological fields. Representatives 
from about fifty leading foreign trade 
and industrial enterprises as well as 
from institutions in GDR who are 
interested in a general promotion of 
economic relations with India took part 
in the foundation meeting and became 
members of the Trade Group. 

This step is a logical action on the 
part of the GDR following the found¬ 
ing. in Bombay, on October 27, 1970, 
of the Indian partner group, the indo- 
GDR Trade Group, with the Indian 
Council of Foreign Trade, At present 
about 30 notable Indian firms belong 
to this group. 

Main Tasks 

The GDR Trade Group which has 
its seat in the Chamber of Foreign 
Trade of GDR in Berlin, considers it to 
be its main tasks to ; 

—exchange information on foreign 
trade and economic questions, 

—-promote contacts with Indian enter¬ 
prises and economic organisat¬ 
ions, 

—support the organising and holding 
of fairs and exhibitions, 
carry out broad public relations 
work in India on the economic 
development of GDR, and 

--organise a regular exchange of 
information and experience bet¬ 
ween GDR members on the main 
tasks of trade policy and commerce 
and the methods of their fulfil¬ 
ment. 

The resounding effect which the 
founding of the Trade Group GDR- 
lndia had in many GDR enterprises 
shows once more the important position 
occupied by India in the external econo¬ 
mic relations of GDR. This wus 
confirmed by the business contracts 


concluded at this year’s Leipzig Autumn 
Pair. 

India is the second largest overseas 
trade partner of GDR. The total 
foreign trade turnover between the two 
countries increased from Rs 70 million 
in 1956 to more than Rs 500 million 
in 1970. The importance of this 
co-operation for the national economies 
of the two countries steadily increases. 
On the one hand GDR has become 
quite an important factor in solving 
the economic problems in India by both 
supplying plant, equipment and machi¬ 
nery , and by granting scientific and tech¬ 
nological assistance on favourable 
terms; on the other hand India has a 
reliable and long-term market for its 
raw materials, and agricultural and 
industrial products in GDR. It has 
been shown that in those economic 
fields where long-term agreements and 
contracts exist there are good prospects 
for a speedy and continuous develop¬ 
ment of trade. This concerns for exam¬ 
ple shipbuilding, printing machinery, 
the production of machine tools, scien¬ 
tific instruments production, as well as 
the production of machinery for agri¬ 
culture and the food industry. 

m 

Long-Term Task 

In this connection GDR attributes 
great importance to the activity of the 
Indo-GDR Trade Group as well as to 
our Trade Group. ‘ % GDR-India’\ which 
has ju-a been founded, for on account 
of their co-operation they make it 
possible to intensify trade and to set 
long-term task>. 

The possibilities of close economic 
co-operation between GDR and India 
have not been fully exploited so far. 
This makes it necessary to organise 
long-term co-operation on the basis of 
the economic plans and to co-ordinate 
the various elements of co-operation in 
a more thorough manner. Experience 
in co-operation with other countries 
has proved that under conditions of 
completely normal bilateral state relat¬ 
ions a still higher degree of stability 
and continuity can be achieved. By its 
activities, the newlv founded Trade 


Group, “GDR-India”, will contribute 
to further deepening the economic relat¬ 
ions between the two countries. 


GDR: 

USE OF NATIONAL INCOME 
in comparable prices 

Year 

National 

Income 

Used 

Accumu¬ 

lation 

Consum¬ 

ption 

National Income used Domestically -100 

1950 

100 

8.5 

91.5 

1955 

100 

9.8 

90.2 

1960 

100 

18.i 

81.9 

1965 

100 

19.9 

80.1 

1967 

100 

21.4 

78.6 

1968 

100 

19.7 

80.3 

1969 1 

100 

21.2 

78.8 


1950-100 


1955 

184 

213 

182 

1960 

281 

599 

252 

1965 

323 

756 

283 

1967 

359 

901 

309 

1968 

368 

85! 

323 

1969 1 

395 

941 

341 

Year 

Individual 

consum¬ 

ption 

Social 

consum¬ 

ption 

Of which 
social 
consum¬ 
ption 
affecting 
living 
standards 


National 

Income used 

Domestically 

= 100 

1950 

82.9 

8.6 

2.5 

1955 

81.3 

8.9 

2.9 

1960 

73.7 

8.2 

2.8 

1965 

71.6 

8.5 

2.8 

1967 

69.9 

8.7 

2.8 

1968 

70.9 

9.4 

3.1 

1969 J 

69.3 

9.5 

3.0 


1950 

100 


1955 

181 

189 

208 

1960 

250 

266 

309 

1965 

279 

318 

356 

1967 

303 

363 

398 

1968 

315 

403 

450 

1969 1 

331 

438 

469 


1. Provisional figures. 
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GDR Printing Machines for India 

S.M. SHAH 

Managing Partner, Manubhai Sons and Co«, Bombay 


The question is often asked : what 
is the secret of the outstanding success 
of Polygraph-Export in the Indian 
market? It is appreciated in this con¬ 
text that printing and allied machinery 
and equipment from GDR have conti¬ 
nued to be of increasing importance 
to the Indian printing industry. It is 
a fact that purchases by India of print¬ 
ing and allied machinery and equip¬ 
ment from GDR have gone up rapidly 
over the last so many years. But 
there is no secret behind this success; 
it is the outcome of many years of 
purpose-oriented and persisted work of 
Polygraph-Export and their agents in 
India as well as of the efficiency of the 
printing and allied machinery industry 
of GDR. As a result of favourable 
terms of purchase of printing and allied 
machinery and equipment from GDR, 
India has been importing these machines 
for many years in order to quench the 
thirst of the industry in this country. 
Mention should be made here that 
India's purchases since 1960 of machines 
and equipment from the GDR foreign 
trade enterprise Polygraph-Export 
GmbH were worth over Rs 20 crores, 
and since 1965 for about Rs 12.5 
crores. In 1969, imports reached the 
all-time high of nearly four crores of 
rupees. 

Main Reason 

The main reason for this welcome 
trend lies in India's vast needs for print¬ 
ing products which will increase further 
in the coming years and which is to a 
large extent satisfied by the supply of 
printing machines from Polygraph- 
Export. 

It is known among expert circles in 
India that the printing machine industry 
of GDR has concentrated on types of 
machines which are of special appeal to 
India, and efforts in this respect have 
been crowned with success by technical 
performance which is fully adapted to 
the needs of the Indian industry. This 
tendency justifies an optimistic outlook 
on the future as we know that Poly¬ 
graph-Export as a partner will stand by 
us and satisfy our future requirements 
nearing eight crores of rupees a year. 
We know that our industrial projects, 
the upswing in education and other 
facilities involve needs for printed 
materials which can be satisfied only 
through highly productive machinery. 
An efficient partner such as Polygraph- 
Export backed by the rich experience 


of their manufacturers is in a position 
to meet the demands. 

The former Minister of Information 
and Broadcasting, Mr K.K. Shah, on 
the occasion of the first Polygraph 
Exhibition in 1968 in Bombay, called 
upon the manufacturers of GDR to 
produce and supply specially for the 
Indian regional newspapers, rotary 
presses of simplified technology and 
optimum economy. Designers and 
workers in GDR accepted this chal¬ 
lenge, and Polygraph-Export is today in 
a position to supply machines specially 
made for Indian regional newspaper 
requirements. This is what we under¬ 
stand by responding to customers' re¬ 
quests, adjusting to market needs and 
marketing. 

Outstanding Quality 

One must, of course, never forget 
that purchases as they were planned and 
realised could only be made because 
the machinery from GDR is of out¬ 
standing technical quality. 

In fact, Polygraph-Export supplies 
sheet-fed offset rotary presses, book¬ 
binding machines and rotary offset 
machines of definitely world standard 
and offers proper service to its clients. 
There is always a large number of 
engineers and technicians from GDR in 


India to erect the imported machines 
and to familiarise Indian workers with 
the operation of these machines. 

In the past, more than a hundred 
Indian specialists have received ins¬ 
tructions and training in GDR factories. 
They are now in a position to makegood 
use of the technical perfection of the 
printing machines. 

Rupee-Payment Mechanism 

The mechanism of rupee-payment 
has promoted and stimulated the deve¬ 
lopment of trade between the two 
countries. The fact that India need not 
spend convertible currency for the 
import of goods from GDR but can 
pay in the form of supplies of her own 
goods is extremely attractive for the 
Indian economy. 

The printing machines supplied by 
GDR to India do not only serve a com¬ 
mercial purpose but also a deeply 
humanistic one. There can be no doubt 
that this humanistic effect h achieved 
by the supply of text books, technical 
literature and art prints to India. Seen 
from this angle, GDR obviously consi¬ 
ders exports of machines for the graphic 
arts industry to India as symbolic of the 
friendly relations between our peoples 
and must be strengthened in the mutual 
interest of our two countries. 


GDR: INVESTMENTS IN THE NATIONAL ECONOMY 
(without general repairs) 

Year 

Total 

Of which 




Building part 

Equipment part 

Million marks 1 

Per cent 

Million 

marks 1 

Per cent 

1949 

2,862 

1,591 

55.6 

976 

34.1 

1950 

3.602 

1,996 

55.4 

1,346 

37.4 

1955 

8,127 

2,862 

47.5 

2,883 

35.5 

1956 

10,219 

4,567 

44.7 

4,385 

42.9 

1957 

10,597 

4,809 

45.4 

4,338 

40.9 

1958 

12.088 

5,506 

45.5 

5,482 

45.4 

1959 

14,590 

6.501 

44.6 

7,038 

48.2 

1960 

16,096 

7,156 

44.5 

7,806 

48.5 

1961 

16,310 

7,055 

43.3 

8,009 

49.1 

1962 

16,706 

7,335 

43.9 

8,190 

49.0 

1963 

17,091 

7,245 

42.4 

8,695 

50.9 

1964 

18,745 

7,771 

41.5 

9,790 

52.2 

1965 

20,489 

8,497 

41.5 

10,734 

52.4 

1966 

21,984 

8,782 

39.9 

11,897 

54.1 

1967 

24.005 

9,798 

40.8 

12,611 

52.5 

1968 

26.470 

10,885 

41.1 

13,808 

52.2 

1969 s 

30,418 

12,573 

41.3 

15,787 

51.9 

1 . 

In comparable prices (basis 

1967). 2. 

Provisional figures. 
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Synthetic Fibres Industry in GDR 

A CORRESPONDENT 


A modern textile industry is unthink¬ 
able today without synthetic fibres. 
Beauty, elegance and easy maintenance 
are often achieved in the first place 
through the processing of high grade 
synthetic fibres. Synthetic fibres from 
GDR already have a good name in 
many countries. Their outstanding 
quality is guaranteed by over 27,000 
working people in the nationally-owned 
Wilhelm Pieek Synthetic Fibres Combi¬ 
ne in Schwarza. One of the best known 
fibres which has recently caused quite a 
stir, is the polyacrylonitrile fibre, which 
is oTered under the trade name of 
“Wolpryla' 1 . The synthetic fibres were 
produced in an enterprise of the Sch¬ 
warza Synthetic Fibres Combine, in the 
Friedrich Engels Synthetic Fibre Works 
in Premnitz. But the cradle of Wol¬ 
pryla, the synthetic fibre that retains its 
shape, and from which increasing 
stocks of knitted goods and cloths are 
nvide, is found in Schwedt i.e. in the 
nationally-owned Petrochemical Com¬ 
bine in Schwedt. There, acrylonitrile 
is produced from propylene and am¬ 
monia (both these basic materials owe 
their origin to petroleum). In the pro¬ 
cessing industry, in the Friedrich Engels 
Synthetic Fibre Works, acrylonitrile is 
polymerized, and finally turned into 
colourful wool, from which more at¬ 
tractive clothes are made. 

Wolpryla fibres are produced accord 
ing to a particular process, by continu¬ 
ous homogenous solution polymeriza¬ 
tion of acrylonitrile in dimethvlaniline. 
This process has the advantage over the 
traditional method of manufacturing 
polyacrolonitrilc fibres by disconti¬ 
nuous suspension polymerization, in 
that several processing stages cease to 
be necessary and thus investment, 
energy and labour expenditure are 
reduced. On the other hand, however, 
improved quality and high results are 
achieved in the chemical section of the 
industry. 

High Quality 

The Wolpryla fibres are extremely 
serviceable. Their excellent light and 
weather resistance, high ability to re¬ 
tain warmth, and minimal moisture 
absorption should be especially empha¬ 
sized. Of further interest is the great 
flaring possibility. These characteristic 
qualities permit use in various circum¬ 
stances, as for example in the clothing 
industry for the production of outer 
and under garments, an imitation fur, 
as well as for hand knitting yarn. Wol¬ 
pryla is also suitable for the production 
of furniture and decoration materials, 


sports clothing and technical textiles. 

At the 1971 Spring Fair a further new 
line in this fibre aroused attention— 
Wolpryla 65 B-Type, a novelty that is 
especially suited for the production of 
decorative materials, coarse curtains 
as well as for use in the production of 
tarpaulins, awings and knitted under¬ 
wear. Wolpryla 65" B-Type is charac¬ 
terized by a high heat grade, good 
flaring possibility and exceptionally fav¬ 
ourable light and weather resistance 
and shape retention. 

Work is going on to further 
improve this type of fibre. Scientists 
front the Institute of Fibre Research at 
the German Academy of Sciences in 
Teltow-Seehof and experts at the Syn¬ 
thetic Fibre Combine in Schwarza, 
look for further new solutions and in¬ 
teresting fields of use for Wolpryla. 
But this also includes close co-operation 
with the nationally-owned Spinning 
Jet Factory in Grobzig, which likewise 
belongs to the Synthetic Fibres Com¬ 
bine. The optimum production condi¬ 
tions in the synthetic fibres enterprise 
and the high quality of the fibres de¬ 
pends among other things on the high¬ 
est degree of surface refinement of the 
spinning jets. 

Top Performance 

In 1908 Grobzig, a small town in 
Halle County, the first metal spinning 
jet in the world was produced, gaining 
an increasing international reputation 
for the name “Grobzig” as a term for 
microtechnicalpcak performances. Thus 
with this fine instrument of wonderful 


precision the then young rising rayon 
industry was given an instrument which 
contributed towards its future rapid 
development and first made possible 
many special developments* Since 
the 1950s the spinning jet manufacture 
of synthetic fibres has been running at 
full speed. With the now preferred 
system of spinning, smelting extrusion, 
the spinning jet manufacturing industry 
is confronted with a completely new 
set of problems : the spinning of newly 
developed materials, more rational tech¬ 
nology, increasing the speed of output, 
refining the titre, production of cross- 
section modification of threads, the 
withstanding of temperature and cor¬ 
rosion by the raw material for nozzles 
— these are only a few examples of the 
demands on the synthetic fibre industry. 
After the production of nozzle plates 
from high grade steel, started in 
1950 for smelting extrusion methods, 
came the beginning of a long list of 
outstanding developments in the field 
of microtechnology. 

Further Research 

Textile research had in the meantime 
discovered that primary threads with 
circular cross sections can under cer¬ 
tain conditions have disadvantages for 
the quality of the final product. The 
nozzle producer has therefore been set 
the task of changing the stage of the 
hitherto circular nozzle bore by profiled 
bores. Forms were also demanded that 
make it possible to spin thread sections 
with hollow spaces in the centre of the 
fibre. With nozzle plates according to 
the new Grobzig method of treatment 


GDR: INVESTMENT ACCORDING TO THE ECONOMIC SECTORS 
Without general repairs 


Economic Sector 


1960 1965 1968 1969* 

Million marks 2 


Industry (including productive crafts) 

8,003 

11,291 

12,874 

14,493 

Building trade 

423 

408 

854 

1,374 

Agriculture 3 

1,929 

2,768 

3,866 

4,601 

Transport, post and telecommunica¬ 
tions 

3,723 

1,951 

2,438 

2,800 

Domestic trade 

475 

897 

1,568 

1,601 

Other productive branches 

65 

83 

206 

211 

Cultural and social facilities 

565 

639 

963 

982 

Other non-productive branches 4 

2,913 

2,452 

3,701 

4,356 

Total 

16.096 

20,489 

26,470 

30,418 


1, Provisional figures. 2. In comparable prices (basis 1967). 3. Including 
forestry. 4. Of which investments for housing construction. 
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Bankers! You* 11 love the rough, tough 
Sergeant-Major Hull Control headquartered 
inside every ASCOTA Accounting Machine you huy! 


I With Sergeant-Major Null Control on guard-duty in your Ascota, 
j Corporal Wrong Posting doesn't have a chance to creep by. 

J Which is just fine, making Ascota the most reliable accounting 
machine there is. 

'NULL CONTROL’ nelps you in two ways: 

• Warns you the moment an incorrect posting is made. 

• Stops the machine instantly and returns the carriage to its 
starting position. 

What more could you ask of such a lovable tyrant? 

ASCOTA Accounting Machine comes to you with or without a 
typewriter, just as it suits you. It will suit you for other 
reasons too—each you can solidly bank on to render 
better service to increasing numbers of depositors. 

For a demonstration, 


Versatility With a choice of 5,10,15, 25, 35, 45 & 55 totali¬ 
zers. ASCOTA can be custom-programmed to handle a variety 
of jobs in your bank. Current & Oveidraft. Savings. Inward & 
Outward Clearing. Salary. Provident Fund. Branch Reconcilia-, 
tion. Supplementary. 

Flexibility Simply by interchanging pre-programmed Control' 
Panels, in just a matter of seconds, you can utilize the same 
ASCOTA machine for any number of different jobs. 

Speed 1 he blind-touch 10-key key-board and faster automatic 
totals speed up postings. Cut down operator fatigue. Shoot up 
productivity. 

Service Prompt, expert service rendered by factory-trained 
technicians free for the first 12 months. Thereafter, under a 
fixed-price annual preventive maintenance contract. 

tact Blue Star today. 


Available to actual users only, against Rupee-payment. 

Q BUROMASCHINErj-EXPQRT GmbH. BERLIN 
| Germ an Democratic Republic 

tmu£ 


Sold and serviced exclusively try 



BOMBAY • CALCUTTA • HEW DELHI • MADRAS • KANPUR 
SECUNDERABAD • JAMSHEDPUR • COCHIN • BANGALORE 


ADDING/LISTING, CALCULATING. ACCOUNTING A INVOICING MACHINES 

’ ■ - - - - —. . 1 1 • " ~ PRCftYNJ 11 171 
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it was possible to obtain a patent for 
the production of world renowned 
materials with hollow profiles. Lead¬ 
ing synthetic fibre concerns in many 
countries now work under licence of 
the Grobzig sectional spinning jet. In 
1965 the Grobzig Collective was award¬ 
ed the gold medal at the Leipzig Fair 
in recognition of its excellent achieve¬ 
ments. Already in 1960 new control 
devices were used in electrical erosive 
processing. By this means, one could 
manufacture the finest thread capill¬ 


aries in whatever form one chose. In 
the meantime, through the use of new' 
chemical and physical processes, highly 
glazed tantul nozzles or jets were pro¬ 
duced, which on the basis of their im¬ 
proved surface quality were economical. 
The combined synthetic material and 
high grade metal nozzles possess equal 
acceptability in spinning quality as in 
the case of the all-metal nozzle. With 
comparable results and durability, up 
to 60 per cent of high grade metal is 
saved. 


In Grobzig today high capacity spin¬ 
ning jets with over 60,000 apertures are 
produced on modern aggregates almost 
completely automatically. The Grob¬ 
zig spinning jet is well known in the 
synthetic fibres industry of Europe and 
overseas, and is in demand because of 
its quality. Thus the achievements of 
the synthetic fibre industry in the GDR 
and its outstanding quality work have 
been the results of the efforts of experts 
of Grobzig. 


The Automated Abacus 


Proi iis a hi no longci as easy to make 
as was the case in the rosy years gone 
by. Today many a coronary is caused 
by a mere glance at the balance sheet. 
Many a manager has his ears chewed 
oil’ once the boss has recovered suffi¬ 
ciently. And there is a chain-reaction 
that follows down the line. Entertain¬ 
ment allowances arc slashed. Incre¬ 
ments are suspended. Advertising bud¬ 
gets are trimmed. 

In the ensuing frenzy the sales staff 
burns up the roads with vigorous effort. 
The administration, in hawk-eyed vigi¬ 
lance. shoots oil* circular after circular 
on the amounts of pins, clips and sta¬ 
tionary being wasted. Personal tele¬ 
phone calls are banned, the air condi¬ 
tioning switched oft' for long stretches, 
the electric lights turned off wherever 
and whenever possible. Capital pur¬ 
chases are reduced to the minimum and 
fresh recruitments deferred. 

Uptodatc Statistics 

Economise is the cry, or there may 
be no bonus next year! The accounting 
staff works overtime to prepare week 
ly financial statistics in two weeks, and 
monthly operating reports in seven 
weeks! 

This is what bears closer scrutiny. 
When suffering a coronary while exa¬ 
mining these statistics — and simulta¬ 
neously figuring out what other drastic 
economies to enforce - how many 
stop to think of how much it costs in 
time, money and inaccuracies, to pre¬ 
pare these statistics? While effecting 
economies and increasing efficiency 
everywhere else, how many remember 
to do the same in the department that 
keeps a track on the expenditures of all 
the other departments? Many. But 
that leaves a large percentage who, for 
some reason or other, do not get around 
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U> it; if they do. they do not take suffi¬ 
ciently effective steps. 

In any organisation the managing 
director cannot help but be answerable 
for profits to his shareholders. It is 
therefore imperative for any organisa¬ 
tion that offers a product or service not 
to make a loss. Otherwise, the organi¬ 
sation reaches a stage when it simply 
cannot maintain product or service 
quality at the level it should. 

Therefore, wherever an organisation 
can effect economy and increase effi¬ 
ciency it should do so. And where 
necessary, it should make an outlay in 
the form of a long-term investment. 
It is in this light that the automated 
abacus the modern business machine 
- should be viewed. In the advanced 


countries of the world the highest value 
is placed on human labour and time. 
Neither are ever frittered away on 
tasks that can be more efficiently, 
accurately, speedily accomplished bv 
a machine. Therefore, the development 
of a complete range of modern business 
machines was inevitable. 

The advances made in the field of 
business machines are indeed remark¬ 
able and occur at a fast pace. Antici¬ 
pating modern-day organisational 
needs lor business machines are three 
factories in GDR manufacturing a wide 
range of world famous business ma¬ 
chines ASCOTA, SOMTRON and 
CELLATRON. From 70 per cent to 
90 per cent of these machines arc 
exported through Buromaschinen Export 
GmbH, to such countries as the UK, 


GDR: INVESTMENTS IN INDUSTRY 
Without general repairs 


I ml ut rial sector 


Power and fuel industry 
Chemical industry 
Metallurgical industry 
Building materials industry 
Water supply 

Mechanical engineering and vehicle 
construction 

Electrical engineering, electronics, 
precision engineering 
Light industry (excluding textile in¬ 
dustry) 

Textile industry 
Foodstuffs industry 

Total 


1. Provisionnnl figures. 


1960 1965 1968 1969 1 

Million marks 2 


3,081 

3,609 

2,828 

2,899 

1,461 

2,487 

2,608 

2,816 

451 

825 

887 

648 

382 

352 

518 

841 

524 

723 

861 

886 

855 

1,545 

2,189 

2,528 

298 

495 

818 

1,253 

447 

496 

818 

975 

275 

297 

474 

651 

229 

462 

874 

996 

8,003 

11.291 

12,874 

14,493 


. In comparable prices (basis 1967). 
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the USSR, West Germany, France, 
Italy, Spain, Brazil, the UAR, India, 
Japan, Australia, Czechoslovakia, Po¬ 
land, Hungary and Yugoslavia. 

In India these business machines 
from GDR are imported under the 
rupee trade agreement and marketed 
by Blue Star. The range comprises 
electro-mechanical and electronic cal¬ 
culating, accounting and invoicing ma¬ 
chines. There are, to date, approxi¬ 
mately 6,000 of these business machines 
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in use in India, helping organisations 
to save time, slash operating costs, in¬ 
crease accuracy and efficiency and speed 
up management reporting and deci¬ 
sions. 

Capable of being programmed to 
perform predetermined operations, 
these business machines are being in¬ 
creasingly used by public and private 
sector undertakings, research and finan¬ 
cial institutions, etc,, for mechanising 
all kinds of accounting and statistical 
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procedures. This trend is the result of 
practical demonstrations by Blue Star, 
to one customer after another, that a 
properly designed and implemented 
programme of mechanised accounting 
and statistical procedures does indeeo 
produce very substantial benefits. 

In modern business conditions the 
age-old system of manual accounting 
can become a vciitable nightmare. 
The automated abacus is the only an¬ 
swer. 


Banks and GDR Business Machines 


Anv accounting machine becomes a 
tool of an organisation to promote pro¬ 
ductivity in office. Basically any ma¬ 
chine must result in (a) Saving time; 
(b) Promoting accuracy; (c) Relieving 
monotony; and (d) Saving Labour. 

However, selection of a machine 
may be, to a large extent, governed by 
the volume of work involving use of 
that machine. Essentially, an account¬ 
ing machine is a typewriter with an 
adding and subtracting mechanism. 
Its value lies in its ability to add and 
subtract items front a given figure and 
throwing up the balance which is 
accurate. 

A service industry such as banking 
incurs lot of expense by way of clerical 
salaries for attending to operational 
work. Besides, some of the banking 
executives at heavy operating centres 
feel the problem of acute shortage of 
machines which could have simplified 
such work as; (a) Writing of supple- 
mentarics and summary books, (b) 
Writing of Day Book, and <c) Balanc¬ 
ing of Books, 

Use by Indian Banks 

Many of the Indian banks have put 
accounting machines in use. Popular 
machines in the Indian banking today 
are ASCOTA accounting machines. 
The noteworthy features of these 
machines are: 

(i) Electriailly-activiated 10 keys 
with ‘blind touch’ keyboared (in¬ 
put speed is fast). 

(ii) Size of the Posting Ledger Form 
can be as big as 24”. 

(iii) Totalisers: operations with these 
counters such as accumulation of 
totals, vertical totals, horizontal 
totals, throwing of staggered 
balances etc. are possible. In 
fact a combination of various 
totals is feasible. 

(b ) Null Control: it is a sophisticated 
system available on the Ascota 
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accounting machine. It elimina¬ 
tes all possible mispostings. Se¬ 
lection of a wrong account card 
or posting of a wrong amount, 
will put into operation the null 
control resulting in clearing of 
the machine and return of carri¬ 
age to the starting point auto¬ 
matically. 

(v) Space Saving: in metropolitan 
cities o f Bom bay, Del hi, Mad ras 
and Calcutta, the existing pre¬ 
mises of branches are far short 
of the requirements, thereby 
putting limitation on capa¬ 
city to increase number of 
ledgers and ledger keepers for 
manual operations. The Ascota 
accounting machine can not 
only save space but can also 
take care of expansion. 

(vi) Versatility; Ascota accounting 
machine is a very versatile ma¬ 
chine. The machine can be pro¬ 


grammed to perform any type 
of accounting task applicable 
to manufactiuing industry or 
service industry such as banks. 
Besides, the wide range of lota- 
iisers available on the machine 
enable one to conduct any stati¬ 
cal analysis that one desires out 
of a task for which the machine 
is programmed. 

Ascota accounting machines with 
5 to 55 totalisers are a boon lo the 
banking industry. The very fact that 
this machine is versatile can be looked 
upon to fulfil II accounting needs of 
banks. Since most functions can be 
accurately and automatically performed 
by these machines they add greater 
speed and efficiency to the bank’s ac¬ 
counting systems. A few' applications 
to which these machines can he put 
are: 

(a) Current Department : By use of a 
machine, which wifi replace a 
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Total 

of which in the 

Per employees in 


national 

productive sectors 

the productive sec¬ 

Year 

economy 

. 

tors 


Million marks 1 Marks 


1949 

266,600 

119,434 


1950 

268,550 

121,339 

19,814 

1955 

289,572 

136,926 

21.202 

1960 

324,852 

161,932 

25,147 

196! 

336,929 

171,354 

27,010 

1962 

350,054 

J 82,134 

28,881 

1963 

363,805 

’ 193,653 

30,922 

1964 

378,218 

205,526 

32,827 

1965 

392,518 

217,466 

34.856 

1966 

406,769 

229,237 

36.799 

1967 

419,270 

239,094 

38,355 

1968 

434,945 

250,557 

40,159 

1969- 

451*070 

262,720 

42,336 

1. Comparable prices. 

2. Provisional figures. 
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manually maintained ledger, all 
operations inf respect of each 
account operated &an be me* 
chanised. At the same time, 
not only this machine will 
take care of a definite need 
for interest calculations in 
overdraft accounts by an addi¬ 
tional Transistorised Multipli¬ 
cation Device hut recurring 
connected operations of periodi¬ 
cal balancing (a very important 
operation) could he simplified. 
The provision of an electrically- 
assisted typcwritc*r is at an ad¬ 
vantage to banks in ensuring 
Supervised Credit (end use of 
credit) as it will assist in printing 
the payee's name at a given place. 

(b) Savings Bank Department ; Usual- 
ally in Savings Departments the 
number of operative accounts 
are more and the operations 
emanating thereof are corres¬ 
pondingly less as compared to 
the Current Departments. Re¬ 
placing manually maintained 
bulky registers by accounting 
machine a definite saving in terms 
of clerical hour : could be achiev¬ 
ed, and at the same time it will 
offord improved customer ser¬ 
vice. 

(e) Assist at Branches Reconcilia¬ 
tion: Matching of debit entries 
emanating from branches is done 
with the help of postings made in 
branehwise ledgers. Where a 
bank has an average load of 
postings per day amounting to 
1500 entries, ihe^e machines 
can be of great help in speeding 
up of posting and subsequent 
matching of entries for reconcili¬ 
ation. The pay back period for 
capital investment is estimated 
to be about three years. 

(d) Inward and Outward Clearing: 
The short time available in effee- 
ting credits and debits is of ut¬ 
most importance. The glaring 
problems that many banks face 
today is of getting a difference in 
the clearing figures. The diffe¬ 
rences at times run into a few 
lakhs of rupees resulting in higher 
payment of interest payable to 
the Reserve Bank of India for 
funds borrowed. The tension 
that exists in any clearing de¬ 
partment essentially is the root 
cause of getting a difference. By 
extending use of an accounting 
machine to mechanise clearing 
operations, all possible errors 
can be eliminated thereby mini¬ 
mising differences. At the same 
time, it is possible that the speed 
of an opeiator (estimated to be 
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450 posting in one and a half 
hours) will increase productivity, 

(e) Accounts Department: Summary 
writings, daily balancing and 
periodical balancing of various 
ledgers can be effectively handled 
with the help of an Ascota ac¬ 
counting machine. 

<f) Payroll System: It is possible to 
keep an accurate record of 
salary disbursement and yet 
issue a pay slip to each employee 
with the help of Ascota account¬ 
ing machine. 

Upon a closer examination of some 
of the applications listed above, one 
can visualise that ‘Ascota Accounting 
Machine’ is a blessing in disguise 
in the present unsatisfactory level of 
productivity and lack of organisational 
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climate which is so essential for in¬ 
creased productivity. The banks today 
have a colossal task ahead in sharing 
the economic rebuilding of our country. 
While planning for development the 
management cannot lose sight of basic 
accounting principles. Training of em¬ 
ployees and selection of the right man 
for the right job is a long process. But 
the development of a bankcannot afford 
to wait that long. 

The paperwork, ledger keeping, book 
keeping etc. in banking industry is of 
vital importance. These activities need 
to be activated. Lack of improved pro¬ 
ductivity in banks can be a major stumb¬ 
ling block in the planned growth of 
the economy. Accounting machines 
(such as Ascota Accounting Ma¬ 
chine) can help in meeting the challenge 
that has been posed to the banking in¬ 
dustry in India. 


GDR: INDEX OF GROSS INDUSTRIAL PRODUCTION AC CORDING 
TO SECTORS 1950 - 100 



Industry 


According to sectors 



total 

. . — 

-_ - 

— 

--- 

Year 

(excluding 

Power and 

Chemical 

Metaliur- 

BuikJmg 


water 

fuel 

industry 

gicai 

materials 


supply) 

industry 


industry 

industry 

1949 

79 

94 

83 

75 

83 

1955 

190 

137 

190 

246 

177 

1958 

242 

163 

245 

313 

246 

1959 

272 

167 

268 

349 

281 

I960 

294 

169 

290 

353 

308 

1961 

312 

177 

312 

374 

323 

1962 

332 

190 

337 

386 

345 

1963 

346 

197 

357 

389 

345 

1964 

369 

209 

386 

416 

395 

1965 

392 

209 

423 

433 

427 

1966 

418 

219 

458 

458 

448 

1967 

446 

227 

490 

480 

468 

1968 

473 

232 

532 

509 

496 

1969 

504 

239 

. • . _ 

573 

556 

504 



According to seUuis ( 

i mi id.) 




Electrical 

Light 




Mechanical 

engineering. 

industry 



Year 

engineering 

clctronics, 

(excluding 

Textile 

Foodstuffs 


and vehicle 

precision 

textile 

industry 

industry 


construction 

engineering 

industry) 



1949 

74 

77 

80 

73 

78 

1955 

209 

228 

155 

Ml 

216 

1958 

278 

341 

189 

212 

263 

1959 

330 

408 

213 

236 

276 

I960 

365 

460 

225 

246 

299 

1961 

396 

489 

241 

251 

311 

1962 

429 

552 

256 

259 

310 

1963 

462 

594 

252 

260 

325 

1964 

495 

650 

266 

267 

338 

1965 

524 , 

723 

276 

278 

353 

1966 

556 

801 

291 

294 

368 

1967 

599 

863 

309 

314 

386 

1968 

645 

927 

326 

319 

402 

1969 

694 

1.037 

348 

331 

418 
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Continuous Service 



S 




VEB Schwermaschinenbau 
‘'Karl Liebknecht” 

Kombinat fur Dieseimotorert 
Magdeburg 

German Democratic Republic 

lectknoCornrmiz 

GmbH 

Exporter: 

TethnoCommerz GmbH 
108 Berlin, Taubenstrasse 7/9 
German Democratic Republic 


SKL Engines are the outcome 
of immense practical 
experience. They have been 
continuously refined by our 
specialists for diesel engines, 
and they are subjected to 
testing conditions which are 
far more rigorous than the 
operatincj conditions* 
encountered in practice. 


That is why SKL Engines bo 
relied upon to give maximum 
performance year after year. 
SKL Engines are always 
instantly ready for service. 
They are being extensively 
used as the main drives 
for ships or in marine power 
packs. SKL Diesel Engines 
have a reputation for their 
outmost dependability. 

We shall be glad to forward 
detailed information. 


Intcmda T«c/4/7i 
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Our comprehensive 
exports programme 
offers you techni- 
cally perfected and 
time-proven plant, 
equipment and im¬ 
plements. 

W® supply : — 

Mopeos, mokicks, light scooters, motor cycles, trailers, trucks, tyres and tubes, brake and 
clutch lining materia!, electric ecuipment for vehicles, automotive parts and accessories. 

Electric locomotives, electric industrial locomotives, dioselelectric locomotives, restaurant 
cars, Xiaoping coaches, refrigerated waguns and special wagons. 

Tractors, tillage implement, harvesting equipment, farmyard equipment, complete machine 
systems for agriculture. 

Machinery and plant for corn and scouring mills, bakeries, packaging of consumer goods, 
chocolate and sweetmeat industries, bottling of beverages and for dairies. 

Large-scale kitchen equipment and machinery, dining bars. 

TRAMSPORTIMASCHIMEIIf EXPORT-1 Hi PORT 

VOLHSEICEIUIR 4USSEWHAIVOEISBETRIEB 'DOR 108 SER1IW 

der Deutschen Oemokratischan Republik 

Taubenstr .11-13 Telaphona 2240 Talexes 0112094 Cables TRANSMASCB 
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Ship-Building Industry of QDR 


Rostock-Warnhmundf. 

It is Wednesday June 2, 1971. A 

radiant blue sky arches over the old 
and yet so young flourishing port on 
the north coast of GDR. The giant 
new Neptun Hotel is rising up con¬ 
veniently nearby. This colourful scene 
is enriched by the newly built Lutten- 
Klein housing estate in which over 
25,000 working people have obtained a 
new home. 

On the tract of land of the nationally- 
owned Warnow Shipyard—immediately 
below the 320-metre long and 65-metre 
high | cable-crane installation—many 
people have assembled. Men and 
women in festive costumes as well as 
workers and engineers in their white 
protective helmets stand around a 
massive yet still elegant form of a ship. 
The magic formula which has brought 
laymen and specialists together here is a 
launching. Before them stands the 
13,813 ton freighter “Jalamohan”— 
the fifth in a series of ships being built 
for India at the Warnow Shipyard. 

A short time remains before this 
great event so we are able to talk with 
a young shipbuilder, Reinhard Schulz. 
He had just taken the first steps in this 
occupation at the Warnow Shipyard. 
He gave me an account of his enter¬ 
prise, whose growth clearly documents 
the development of shipbuilding in 
GDR. “When I was bom 19 years 
ago”, explained the young skilled work¬ 
er, “such a ship as the “Jalamohan” 
was not even thought of. Only small 
ships were repaired and rebuilt here”. 

Reliance on USSR 

The 62-year-old armature mechanic 
Hans Trost who had lived through this 
period, added, “Yes, we had a really 
bad position from which to start. But 
in every respect we could rely on our 
Soviet brothers. They helped us to 
develop a big and efficient shipyard 
out of this former small private boat¬ 
yard, where small boats were built 
and repaired. And this firm friendship, 
stands the test anew every day.” And 
Reinhard Schulz went on to say : “The 
first construction of a ship started only 
in 1956 when the 10,000-lon “Frieden” 
went into service for the German 
Shipping Company. Today we build 
ships up to 16,000 dwt but a launching 
is still a special occasion. I am very 
proud to have worked out this ship.” 

Unfortunately our interesting dis¬ 
cussion must come to an end foi the 
great moment has arrived. The obli¬ 
gatory speech at the christening of a 
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ship is spoken “A good cruise at all 
times” and then at the climax, as it 
were, a bottle of champagne shatters 
against the side of the ship. At the 
same moment the “Jalamohan” begins 
slowly—yes almost deliberately, as 
if she ought to remain a little longer 
on land—to move down the slipway. 
Nevertheless she quickly reaches the 
watery element and the waves splash 
high. 

It remains to be added that on July 
31, 1971 the “Jalamohan” was handed 
over to an Indian shipping company— 
the Scind»a Steam Navigation Co. 
Ltd—only four months after the start 
of construction. After the ceremonial 


change of flags,, Captain Aubrey Joseph 
Btpcken took over command of the ship. 
The “Jalamohan” was built to trans¬ 
port goods for the Indian economy. 
She is also an example of the friendship 
between India and GDR when she 
travels across the oceans at the maxi¬ 
mum speed of almost 20 knots. The 
workers at the Warnow Shipyard, 
who celebrated the 25th anniversary of 
their enterprise in June this year have 
handed over to the Indian shipowners 
a ship of quality and high value. The 
quality work of GDR shipbuilding 
industry has satisfied customers in 23 
countries in addition to the Soviet 
Union, which is its most important 
partner. 


GROWTH OF GDR SHIPBUILDING AND EXPORT FROM 1964 to 1970 


Year 

Number 
of ships 

Gross register¬ 
ed tonnage 

Number 

exported 

Gross registered 
tonnage 

Per cent 

1964 

78 

193,173 

73 

158,293 

82.0 

1965 

98 

243.173 

87 

196,623 

8.0 

1966 

108 

254,056 

79 

178,687 

70.2 

1967 

125 

271,768 

88 

157,032 

57.7 

1968 

129 

292,442 

122 

254,574 

87.00 

1969 

129 

324,580 

122 

282,484 

87.00 

1970 

120 

331.243 

107 

303,062 

91.5 


NUMBER AND TONNAGE OF FISHING SHIPS COMPLETED IN 1970 FOR 

FIRST SIX COUNTRIES 


Gross 

Number Registered 

Tonnage 


1. GDR 

2. Polish People’s 

64 

113,903 

Republic 

21 

94,123 

3. France 

101 

86,700 

4. Japan 

264 

75,067 

5. USSR 

52 

71,143 

6. Sweden 

6 

58,770 

NUMBER AND TONNAGE OF 

CONTAINER AND GENERAL 

CARGO 


SHIPS COMPLETED IN 1970 FOR FIRST SIX COUNTRIES 



Number 

Gross 

Registered 

Tonnage 

1. Japan 

218 

1,271,561 

2. FRG 

74 

551,376 

3. Great Britain 

20 

249,560 

4. GDR 

30 

205,113 

5. USSR 

29 

189,690 

6. Spain 

26 

186,531 
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GDR Harvesting Combines 

VV VARQHESE 


Indian agriculture' has the tremen¬ 
dous task of supplying indigenously- 
produced foodgrains to meet the re¬ 
quirements of the ever-increasing popu¬ 
lation. One of the ways to increase 
agricultural production is by intensify¬ 
ing activities on this front by increased 
mechanisation. 

It is the declared policy of the go¬ 
vernment of India to accelerate agricul¬ 
tural production throughout the count- 
try. The green revolution can be main¬ 
tained through intensive use of agricul¬ 
tural machinery. The centra! govern¬ 
ment and the state governments are 
making strenous effects in this regard. 
But so far very little work has been done 
on mechanised harvesting in India. 

The manual method of harvest¬ 
ing crops in India and the influence of 
the monsoons during the harvesting 
period have always resulted in sizeable 
losses of crops. This year due to pre- 
monsoon rains about 20 to 25 per cent 
of the wheat crop was lost in Uttar 
Pradesh and Bihar, whereas 10 to 15 
per cent of the crop was lost in Punjab 
and Haryana. The total loss of wheat 
crop this year due to storms and the 
unseasonal rains would amount to 
more than Rs 300 crores in value. 
Most of the damage this year was caused 
after May 12 which shows that if the 
crop could have been harvested me¬ 
chanically before this day, the above 
losses would not have occurred. Early 
harvesting of crops is only possible 
through mechanisation by using har¬ 
vesting combines. 

Tremendous Demand 

The Punjab Agro-Industries Corpo¬ 
ration Limited, for the first time in 
this country, introduced 10 GDR 
Combines E 512 in 1970 for harvesting 
of wheat on hire basis. These combines 
gave an average output of 550 acres 
per machine during the wheat harvest¬ 
ing season ah hough they were 
introduced late. The demand from the 
farmers for combine harvesting on hire 
basis was tremendous. Based on the 
results obtained in 1970, the govern¬ 
ment of India allowed the State Mar¬ 
keting Federation to purchase another 
66 machines for running on hire basis 
in Punjab this year. These machines 
covered more than 650 acres on an 
average and only a minor portion of the 
demand from the farmers could be met. 
After having operated the GDR com¬ 
bines for two seasons in India, it can be 
said with certainty that these machines 


are suitable under Indian conditions 
and have the largest harvesting capa¬ 
city out of all combines imported into 
this country. Although trained opera¬ 
tors and mechanics were not available 
in the country for the operation and 
maintenance of combines, the GDR 
combines have done well. These ma¬ 
chines have been able to harvest 30 to 
60 acres per day. Compared with the 
present average harvesting loss in India 
amounting to five to 10 per cent, the 
use of harvesting Combines reduces 
the loss to one to three per cent. 

The GDR Combine E 512 was also 
tested at the government of India 
Tractor Testing Station at Budni dur¬ 
ing the last wheat harvesting season. 
The results have proved that it is one 
of the world’s best combines. These 
combines are also in use in Hungary, 
Czechoslovakia, France, Yugoslavia, 
Bulgaria, the UAR, Greece, Algeria 
and Iraq. 

With the introduction of harvesting 
combines, a stage has been set for 
Indian agricultural development. In 
the green belt of northern India there 
are more than thirty million acres under 
wheat. A gradual introduction of 5000 
machines a year will only make it possi¬ 
ble to harvest about 2.5 million acres 
which amounts to eight per cent of the 
total area under wheat. Thus even if 
5000 harvesting combines with the 
same capacity as the GDR E 512 are 
introduced, the area to be harvested 


Industrial sector 
(excluding water supply) 


Power and fuel industry 
Chemical industry 
Metallurgical industry 
Building materials industry 
Mechanical engineering and vehicle 
construction 

Electrical engineering, electronics, 
precision engineering 
Light industry (excluding textile in¬ 
dustry) 

Textile industry 
Foodstuffs industry 

Total 


manually in the wheat belt would 
amount to 92 per cent of the total area 
under wheat. 

There are objections from certain 
quarters against the introduction of 
harvesting combines under the plea 
that it will create unemployment 
amongst the agricultural workers. This 
is the same argument used against 
the introduction of tractors in Indian 
agriculture and is incorrect. Since the 
introduction of high yielding varieties 
of wheat, an acute shortage of labour 
has been noticed in the green belt of 
northern India comprising Punjab, 
Haryana, north Rajasthan, western 
UP and Tarai. As a result of this, labour 
charges have risen very high and the 
farmers have not been able to get their 
crops harvested in time. In fket, the 
introduction of harvesting combines 
will increase employment potential 
rather than create unemployment for 
agricultural labour. 

Combine harvesting clears the field 
on the same day unlike the manual 
method of harvesting where crop is left 
in the field for several weeks for 
threshing. Combines harvesting makes 
it possible for the farmer to take an¬ 
other crop. Thus mechanisation of 
harvesting will lead to higher cropping 
intensity requiring larger quantum of 
labour in addition to the creation of 
larger demand for inputs. With higher 
cropping intensity and less grain loss 
through combine harvesting, the out- 
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160 

112 

124 
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143 

124 
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113 
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146 
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122 
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123 
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128 

136 

146 


GDR: INDEX OF GROSS INDUSTRIAL PRODUCTION ACCORDING TO 

SECTORS 1963 -100 






October 29, 1971 

put of grain will increase thereby in¬ 
creasing the size and number of pro¬ 
cessing and allied industries. By in¬ 
creased output of grain, the income of 
the farmer will rise appreciably thereby 
boosting his purchasing power. The 
improved purchasing power of the far¬ 
mer will create a demand for consumer 
and other goods and develop a Favour¬ 
able climate for establishment of such 
industries. The operation, maintenance 
and repairs of harvesting machines 


LNDO-GDR SUPPLEMENT 

would call for a large number of me¬ 
chanics and operators. Thus mechani¬ 
sation of harvesting will increase the 
crop intensity, reduce the loss of grain 
and increase the employment potential 
apart from distribution of labour 
throughout the year. 

TheGDR Harvesting Combine h 512 
with standard equipment harvests 
wheat, barley and oats. Additional 
equipment for harvesting linseed, clo¬ 
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ver, maize, peas, beans, grass seeds, 
lueern and rape are also available. A 
special attachment for harvesting paddy 
was developed last year and was success¬ 
fully tested in Punjab during the last 
paddy harvest season. The paddy 
attachments are being supplied to all 
machines purchased by Punjab cus¬ 
tomers. The GDR Combine E 512 
which has been tested and found satis¬ 
factory under Indian conditions can 
play a great role in Indian agriculture. 


GDR and Indian Printing: industry 

DR ARNDT SPERLING 
Assistant General Manager, Polygraph-Export GmbH 


Thu. printing machine industry of 
GDR is part of the export-intensive 
branch of the machine industry and 
can look back on a tradition of almost 
100 years. Names such as Palmag, 
Planeta, Victoria, Leipzig Bookbinding 
Machine Works and Perfecta are known 
in more than 80 countries. 

The story of GDR’s printing ma¬ 
chine industry is associated with many 
pioneering achievements. In this 
connection I am thinking of the deve¬ 
lopment of the new wire-cutting ma¬ 
chine at the Bookbinding Machine 
Works at Leipzig, the first paper-cutt¬ 
ing machine produced at Bautzen and 
the first four-colour sheet offset machine 
from the Planeta Factory and the first 
rubber to rubber offset machine from 
Leipzig to name only a few. The tradi¬ 
tions of the printing machine industry 
were carried on in GDR after World 
War 11. 

The decades of experience in the 
design and manufacture of printing 
machines under international stan¬ 
dards and through the application of 
the latest technical and scientific know¬ 
ledge and the conscious utilisation of 
the advantages of socialist relations of 
production have led to the production 
of printing machines that have become 
recognised as a symbol of greater effi¬ 
ciency through their increasing use in 
many countries. With the merger in 
1970 of the most important enterprises 
in the printing machine industry into 
the VEB Polygraph, Leipzig, it has 
become possible, on the basis of cen¬ 
tralised research and development and 
the utilisation of modem production 
technology, to produce machines in 
large series. 

“Polygraphical installations from 
one supplier”, is not an advertisement; 
it shows that through the printing 
machine industry of GDR a wider, but 
also selected, programme is produced. 
This programme embraces in the main 
sheet and roll offset printing machines, 


surface printing offset machines, roto¬ 
gravure, cardboard, bookbinding and 
cutting machines as well as copying 
machines and equipment. 

It is of special advantage to the 


buyer that these machines arc sold 
through a central export organisation. 
That is to say, it is not necessary to 
negotiate with a large number of enter¬ 
prises but only with one partner who is 
able to tleal with the particular inter- 



This automatic bundling press delivery made by VEB Polygraph, 
Leipzig ; is appiicabte to most of the folding machines the world 
market has to offer and increases their rate of utilisation by 30 
per cent . 
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e&ls and requirements of the buyer 
through the all-embracing structure of 
the organisation. 

In the trade and exchange agree¬ 
ments between India and GDR print¬ 
ing machines have played a very impor¬ 
tant part for many years. It is our aim 
to maintain and strengthen the good 
reputation of the printing machines 
in the Indian market. That our aim 
the delivery of good quality and high 
performance machines and equipment 
-has been achieved is proved by the 
fact that in the past decade more than 
5(X) offset printing machines, over 700 
bookprinting machines, some 500 ro¬ 
tary presses and more than 1,000 book¬ 
binding and cutting machines were 
deli voted to India. 

While we can look back upon our 


past achievements with pride, it is for 
both the partners an incentive and a 
commitment for the future. The in¬ 
crease in demand over the last few 
years clearly shows that the Indian 
printing industry confirms the trend to 
the increasing use of ofTset printing 
machines. The use of the highly modern 
automatic bookbinding machines, which 
is still at present somewhat restrained, 
will in my opinion in the not too distant 
future receive encouragement. In order 
to remain competitive, the develop¬ 
ment of the use of automatic machines 
or rather machine systems, will also 
become necessary in bookbinding. 

The concentration of the printing 
machine industry in GDR on sheet 
and roller olfsei machines, newspaper 
printing presses of different printing 
processes, bookbinding and cutting 


machines with at the same time reten¬ 
tion of the good quality of other ma¬ 
chine groups is a scientific basis for the 
fulfilment of the wishes of our custo¬ 
mers. Also the strong co-operation 
between the buyer, the producer and 
the exporter will thus contribute to¬ 
wards the constant raising of the effi¬ 
ciency of each machine in quality and 
quantity. 

Printing machines—delivered within 
the framework of the trade and pay¬ 
ment agreements between India and 
GDR will also in the future, through 
their well tested and constantly rising 
efficiency, hold an important position 
in trade, based on equality and mutual 
advantage to both the countries. It 
therefore becomes an important con¬ 
necting link between India and 
GDR. 


ECE’s Experience of Collaboration with QDR 

R. S. KHANDELWAL 

Chief Executive, Electric Construction and Equipment Company Ltd. 


In i.vri.v 1962, our company, Electric 
Construction <fe Equipment Co, Ltd, 
decided to undertake the manufacture 
of house service meters, both single¬ 
phase and polyphase. The company 
was already engaged in the manufac¬ 
ture of different electrical equipments 
such as power & distribution trans¬ 
formers, switchgear, electric motors and 
passenger lifts. Due to good demand 
in the domestic market our company 
decided to enter the meters' field also 
and accordingly possibilities of having 
technical collaboration were explored 
in various European countries and 
Japan. Finally, the company entered 
into technical collaboration with 
Messrs. LIMEX of GDR, which was a 
consortium of Messrs. ELEKTRO 
APPARATE WERKS of Treptow for 
polyphase metres and Messrs. 
ZAHLERUND APPARATE WERKS 
of Teltow for singlephasc meters. The 
above two factories were engaged in 
the manufacture of house service meters 
since the end of World War 11. Their 
products were of excellent quality and 
comparable to the best in the world and 
the same time were of economical de¬ 
sign. The technical collaboration agree¬ 
ment was in respect of furnishing de¬ 
sign data including component drawings 
and design drawings of tools, jigs and 
fixtures. They also advised us in the 
choice of suitable production machi¬ 
nery. selection of raw'materials and the 
plant lay-out. 

fn order to commence production at 
ihe earliest possible time, the colla¬ 
boration supplied one complete set of 
toolings, jigs and fixture.* and also the 


specialised testing equipments. They 
supplied us the more complicated com¬ 
ponents the manufacture of which could 
not be undertaken immediately. They 
also provided us with special lists and 
assisted in training the Indian personnel 
and in commencing production with¬ 
out much loss of time. 

With this arrangement, assembly 
and testing of singlephase meters was 
started towards the end of 1963 and 
at the same time production of some 
of the components also commenced. 
There were the usual teething troubles 
as most of the personnel were new' to 
the job and had to be given training. 
The GDR specialists were very helpful 
in this respect. Another problem was 
the non-availability of the raw mate¬ 
rials of the required specifications and 


tolerances. Indigenous substitutes had 
to be quickly found and in many cases 
tolerance had to be suitably modified. 
GDR specialists were very much 
helpful in this respect also. The pro¬ 
duction of almost all the components 
w hich were to be produced inside the 
factory was started with the help of the 
specialists within six months. 

Towards the middle of 1963, the pro¬ 
duction of polyphase meters was com¬ 
menced. As in the case of singlephasc 
meters the Indian personnel had to be 
trained in the above job by GDR speci¬ 
alists, Production was at first commen¬ 
ced with some components imported 
from GDR and the balance components 
procured from indigenous sources. 
The imported components were pro¬ 
gressively reduced as and when their 
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workers 

per 
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cent 

workers 

1962 

100 

44.4 

42.0 

13.6 

1964 

100 

45.0 

43.0 

12.0 

1966 

100 

47.4 

41.0 

i 1.7 

1968 

100 

50.2 

39.5 

10.4 
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production was commenced inside the After production was fully established On the whole this collaboration with 

factory. Thus, within six months again for both polyphase and singlephase GDR has been most harmonious and 

almost cent percent indigenous meters meters GDR collaborators continued to fruitful and today we are the biggest 

started coming out. Credit should go to inform from time to time the ECE manufacturers of singlephasc and poly- 

GDR collaborators due to whose co- about the latest developments with phase meters in India. We are produc- 

operation at all stages alt these achie- regard to processing, tooling, product ing 40.000 singiephase and 15.000 poly- 

vements were made possible in such a design, new materials etc., which was phase meters per month with 100 per 

short time. taking place in GDR. cent indigenous components and parts. 


GDR Centrifuges In Private Sector 

HANS SCHULZE 


TwtNTYHVfc ylars ago, a young mecha¬ 
nic by the name of Heinz Janetzki 
established a tiny workshop on the 
outskirts of the Fair City of Leipzig. 
He repaired water pumps and manu¬ 
factured pulleys and ventilators. A 
chemist friend of his advised him to 
stop wasting his time on trifling things 
and start constructing centrifuges which 
scientists were badly in need of ! The 
mechanic’s father, an engineer by trade, 
encouraged his son and took the hint 
himself. His first hand-driven centri¬ 
fuge for medical and veterinary pur¬ 
poses was a great success and launched 
the family concern. Father and son 
soon developed electrically-driven cen¬ 
trifuges with higher rotational speed and 
gravitational fields and more economical 
production methods. As an increasing 
team of skilled workers was needed, 
corresponding commercial measures 
became imperative and the junior 
had to learn how to become a business¬ 
man and a manager. 

Three years later, some 6,000 hand 
centrifuges had been sold. By 1949 
newly-developed types of electrically- 
driven laboratory centrifuges had been 
added to the production range. One 
year later the first centrifuges were 
exported. The demand by medical and 
biological institutes grew especially for 
cooling centrifuges, forcing the firm to 
cope with refrigeration engineering. 

Novelties on 10 acres 

The firm Heinz Janetzki KG, manu¬ 
facturers of scientific apparatus estab¬ 
lished itself adjacent to the Leipzig 
fair grounds—close to the road lead¬ 
ing to the world markets in new fac¬ 
tory buildings covering an area of ten 
acres. “We knew that the government 
would not withhold its support" says 
Heinz Janetzki “although the main 
concern of the government has always 
been the erection and extension of nat¬ 
ionally-owned large-scale industry." 
Anything that promotes social progress 
-as he was able to see for himself 
everywhere—is also assured of sup¬ 
port by the workers’ and farmers’ state. 
That goes for private enterprise as well. 
That is why the government also open¬ 
ed up all the scientific potential within 


the country. And this is why experts 
of the Phyto-pathoiogic Institute of the 
Martin-Luther University in Halle 
assisted by word and deed the develop¬ 
ment and testing of the first preparative 
ultra-centrifuge. Suggestions for the 
construction of a high-capacity centri¬ 
fuge came from the Institute for Micro¬ 
biology and Experimental Therapy at 
the Friedrich-Schiller University in 
Jena. And the Biochemical Institute in 
Halle tested the prototype of an addi¬ 
tional ^centrifuge. 

Alliance with Government and Science 

The upsurge of the factory, both 
regarding quantity and quality, formed 
a unit through co-operation with scien¬ 
ce on a planned basis. “Comprehensive 
theoretical preparatory work done by 
university institutes, hospitals and labo¬ 
ratories has provided us with nume¬ 
rous impulses." In the same breath, 
Herr Janetzki mentions the great com¬ 
mercial opportunity. Government par¬ 
ticipation burst open the limits of the 
factory and appeared to the technician- 
businessman like and early but hardly 
expected fulfilment of his dreams. “The 
financial and moral support granted by 
our government meant a great leap for¬ 
ward. Our factory has developed into 
one of the world’s leading laboratory- 
centrifuge manufacturers." And the 
general partner points at the labels 
attached to crates with such destinat¬ 
ions as Bombay and Brussels, Stras¬ 
bourg and Prague, Sao Paolo and Mos¬ 
cow, towns in Australia and Italy, 
West Germany and Great Britain. 
Janetzki-cenlrifuges are in demand in as 
many as 44 countries. 

The trade metropole of Leipzig open¬ 
ed its gates wide for Heinz Janetzki 
via lntermed-Export-1 mport, GDR 
nationally-owned foreign-trade enter¬ 
prise which is represented by a large 
number of reputable foreign firms, and 
commercial travellers, maintain con 
tacts with more than 15 west European 
and overseas countries. And it goes 
without saying that Heinz Janetzki 
and his leading staff members visit the 
most important trade partners them¬ 
selves in order to listen to their com¬ 
ments, to expand service to customers 


and to analyse technical parameters in 
accordance with climatic conditions. 

Each of the 200 employees of the 
works is aware that his assiduous work 
is paying high dividends. It is easy to 
do business with their 16 types of cen¬ 
trifuges, most of them electronically- 
controlled. During the past eight years 
production has been rising by a steady 
18 per cent annually. "Realising that 
technical development does not stop 
in front of our factory gates, we learnt 
how to be competitive on the world 
markets. We enlarged the factory and 
now' wc produce a series of centrifuges. 
We try to fathom concrete demands and 
try to find oul new uses for our centri¬ 
fuges." 

Virology in the Field of Vision 

Not all possibilities o£ application 
have yet been exhausted. Let us take as 
an example the field of virology which 
explores sub-microsopically-tiny vir¬ 
uses and is a great boon to medical and 
veterinary science. Every phase of these 
operations requires a centrifuge. 

Several centrifuges have been award¬ 
ed Leipzig gold medals. At the 15th 
ACHEMA-exhibition session in Frank* 
fort/Main, the factory received a com- 
emorative medal in recognition of its 
achievements in the field of chemical 
apparatus. GDR Council of Ministers 
awarded to Heinz Janetzki the hono¬ 
rary title of "Meritorious Technician 
of the People". 

New roads arc being charted. "Many 
diflerent kinds of new developments 
are going to be released now : some 
of them will be extraordinary but all 
of them will have the qualitative cha¬ 
racteristics expected of our firm. Past 
and present have confirmed that we are 
able to, do great work as we stand on 
firm foundations." This is the stand¬ 
point of entrepreneur Heinz Janetzki 
whose mind would never harbour any 
thought of being hemmed in or elimi¬ 
nated by socialist large-scale industry. 
On the contrary : partners in GDR 
economy stand by him, helping him to 
specialise and concentrate on expand¬ 
ing the sphere of his operations. 
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Medicines in the Service of Health 

DR MANNS 

Assistant General Director of the Association of Nationally-Owned 
Enterprise (VVB.) of the Pharmaceutical Industry 


For thu many thousands of workers 
in the enterprises and research estab¬ 
lishments of the pharmaceutical indus¬ 
try in GDR, I he slogan ” Medicine from 
the GDR- Medicine one can trust” 
represents the first duty in the service 
of health. The trade mark, GERMKD, 
is a sign of good quality. The 22nd 
year of GDR also signifies, therefore, 
the 22nd year of the successful struggle 
for the health of all its citizens. 

On ihe territory of GDR an efficient, 
internationally acknowledged pharma¬ 
ceutical industry has developed which 
today exports practically a third of its 
products to over 60 countries, and 
covers some 95 per cent of the domestic 
consumption. In order to raise the 
tempo of the economic growth of the 
pharmaceutical industry, at the begin¬ 
ning of 1970 several enterprises were 
united in large economic units. Thus 
the Dresden pharmaceutical industry 
specialises in glucose and alkaloids, 
oral anti-diabetic drugs and drugs for 
psychological and nervous disorders. 
On the other hand, the Jcnapharm 
enterprise produces mainly antibiotics, 
vitamins and hormone drugs. Another 
important enterprise is the “Berlin- 
Chemie” that produces insulin and 
serum as well as refined and laboratory 
chemicals. 

Visible Results 

fn close co-operation with the phar¬ 
maceutical industry GDR was able to 
secure international recognition for 
good results achieved, among others, 
in the following spheres of health 
protection : 

-in the fight against such infections 
as tuberculosis, poliomyelitis and 
measles, 

in the introduction of preventive 
treatment against relapses in the 
case of rheumatic fever patients, 

by the construction of a network 
of dilaysis centres for the treat¬ 
ment of acute and chronic kidney 
disorders, 

-in the timely recognition and treat¬ 
ment of diabetes, 

—in the development and pursuit 
of the health-care of mother and 
child, 

through the construction of a state 
control system for the testing and 
licensing of medicines. 

Nowadays the state control of medi¬ 
cine cannot be avoided in the file of a 


modern society because the health of 
the people, to a considerable extent, 
depends on the mass of medicines be¬ 
ing infallibly efiectivc* .Domestic and 
foreign experts pay great attention to the 
German Pharmacopoeia from GDR, 
which conforms with the principle 
that no medicines should be introduced 
to the market without legally binding 
quality norms. Thus in GDR the state 
constantly supervises all medical wares, 
from the prescription-free tablets to 
drugs and other medicaments that are 
dispensed by the doctor. 


health protection. It. must, as compared 
to the medicine used before, either have 
fewer side effects, have a longer durabi¬ 
lity, and a simpler application or also 
have a more favourable price. Each 
clinical testing of medicines in GDR 
demands a pharmaceuticals judgement 
giving evidence on the compounding, 
level of purity, and other qualities of 
the preparation; a judgement of the 
product’s action in animal experiments; 
the assessments of the clinics carrying 
out the research and the evidence of the 
laboratory test results. 


A newly authorised medicine must Great attention is devoted to the 
help to enlarge the possibilities of steady supply of high quality medicines 
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to the people. By 1975 pharmaceutical 
production in GDR will have risen 
by 70 per cent. That refers especially 
to drugs against heart and circulatory 
diseases, diabetes and chemothera- 
peutics, antibiotics against infectious 
diseases and tumours as well as drugs 
for psychological and nervous disorders 
and diagnostics. Of course, this rise 
in production also makes it possible to 
give effective help to those countries 
which are yet developing their own pub¬ 
lic health system. 

The pharmaceutical industry in GDR 
supplies India with urgently needed 
drugs for birth control which the in¬ 
dustry further treat and which 
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help in family planning. 

When it is a question, therefore, of 
serving humanitarian aims, then the so¬ 
cialist health service of GDR stands in 
the front row. In July of this year the 
Ministry for Public Health delivered to 
India assistance for the cholera and 
typhus epidemic afflicting the East 
Bengal refugees on Indian territory. 
This included a large quantity of cholera 
vaccine, depovernil, leipnal tablets, 
assorvit pills, panthenoi ointment, blan¬ 
kets, tents, cloth, syringes and cannulae. 
The first shipment of aid was meanwhile 
followed by further shipments contain¬ 
ing antibiotics, streptomycin, chemo¬ 
therapeutic^, vitamins and blood 
plasma. 
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In Bombay there is a representative of 
the foreign trade firm, intermed-Export* 
Imports. He represents the interests of 
GDR pharmacy and organises lectures 
and exhibitions. Thus, in 1969, the GDR 
pharmaceutical industry organised an 
exhibition in the capital city of Maha¬ 
rashtra, under the motto : < fc GDR 
Pharmacy— Your Trade Partner”. 
Here, the rising efficiency of GDR 
pharmacy and its largest, enterprises, 
whose preparations, recognised on 
the world market, were displayed and 
they found high acclaim. At the same 
lime, the wish was expressed for still 
closer co-operation between the pharma¬ 
ceutical industries of GDR and 
India. 


Mechanisation of Agriculture 


Onf of the largest producers of agri¬ 
cultural machinery in Europe is the 
nationally-owned, GDR combine, 
“Fortschritt—Landmaschine” in Neus- 
tadt. Its work in the field of equip¬ 
ment and plant development enjoys 
great prestige in agriculture in many 
countries of the world, including Asia, 
The manager of the combine, Dr. 
Bernhard Thieme, granted the follow¬ 
ing interview exclusively for Eastern 
Economist. 

Question : Dr Thieme, your combine 
unites IB enterprises up to the present 
time. That secures for you from the 
point of view of production range a 
significant position in Europe. Will 
this position be upheld and strengthen¬ 
ed by the structure of the production 
programme? 

Dr Thieme : Of course, the product¬ 
ion programme and range form a unity 
on the basis of socialist planned eco¬ 
nomy. Our combine has in the past 
years developed a range of products 
which has made possible a high level 
of mechanisation in certain branches of 
agriculture. That programme embraces 
a whole machine system for the pro¬ 
duction of grain and its processing and 
for the production and processing of 
fodder. Thus the machines include 
plant and equipment to deal with 
harvesting, acquisition, processing, pre¬ 
servation and storing of the produce, 
complete fodder mixing works, grain 
milling and rotary milling, as well as 
malt house equipment. The E 512 
self-propelled combine harvester is 
one of our most famous products. We 
have already exported many thousands 
of them. A short while ago two further 
important machines came of[ our pro¬ 
duction line : the E 280 exact forage 
harvester and the E 301 swath mower. 
Both of these also work by self-propul- 


An interview with the Manager of the 
Nationally owned Fortschritt Agri¬ 
cultural Machinery Combine. 


sion, with a high level of technical com¬ 
fort and high production. 

Question : You mentioned the E 512 
combine harvester. Could you please 
say a little more about it ? 

Dr Thieme : The E 512 works both 
according to the mowing and the 
swathing process, and w ith its numerous 
attachments it can be integrated in dif¬ 
ferent types of harvest technology. It 
is universally applicable where all 
types of grain, including maize, oil and 
leguminous plants are to be recovered, 
it is also suitable for extracting quickly 
and with hardly any loss, grass seeds. 


fodder plants and spice plants. The 
output -the amount of com and straw 
thrashed per unit of time -is live to six 
kilograms per second. The loss of 
grain is slight, always remaining under 
one per cent. As a result of the use of 
the E 512 it becomes possible for the 
cultivated area of grain in GDR, 
for example, annually to have a sur¬ 
plus of 2.5 million dccitons (1/10 of a 
ton). That corresponds to a minimum 
of one deciton per hectare (2.47 acres). 
T wish in this connection also to refer 
to the intensive cleansing in our com¬ 
bine harvester. Three sieves with 3.04 
cubic metres of precipitation surface 
and with a variable blowing of the fan 
rotation speed, provide for a purity 
grade of more than 99 per cent. That 
means grain ready for consumption. 
As a further advantage may I mention 
the quick action stop coupling, which 
the E 512 alone among combine har¬ 
vesters possesses. It stops threshing 


r 



Harvester-thresher E-512 in fulf action on GDR fields. By December 
31, 1 970, 6,600 combines of this type left the production tine . 
if Fortschriti n works employ 20,000 persons. 
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work immediately, if overloaded, or if 
a foreign body enters it. thus preventing 
damage and long time-looses. 

Question : As you say, the combine 
harvester has an outstanding success in 
ODR agriculture. Is it suitable only 
for central European conditions, or can 
it also be employed m other climatic 
zones? 

Dr Thieme : Before the combine 
harvester went into production, it un¬ 
derwent thorough testing. Meanwhile, 
wc can also state, with reference to 
foreign countries, that it can work 
successfully in other climatic zones 
Thus, for example, the E 512 is fully 
reliable when the grain is wet or when 
it lies flat, when storms and rain give 
rise to an extremely low bulk. With 35 
per cent grain dampness and 40 per 
cent straw dampness, with a stock of 
between 90 and 100 per cent as well as 
with weed borders of 70 per cent the 
combine hanester still gives the highest 
results. Now' vve come to the indepen¬ 
dent braking, which renders the com¬ 
bine harvester easy to steer and mano¬ 
euvrable in the smallest radius, and in 
the shortest turning time. High capa¬ 
city. low r pressure tyres with gripping 
treads also enables good headway to be 
made on soils with low supporting 
quality and damp soils without leaving 
behind structural damage or unplea¬ 
sant traces. I must give special promi¬ 
nence to another aspect which charac¬ 
terises all our self-propelled machines - 
the travelling and operational comfort. 
An attachable driver's cabin affords 
protection through a ventilation $y>tem 
against sun, wind, rain, dust, and noise, 
just as the multi-layered insulation pro¬ 
tects from chilliness in the night. This 
cabin is made of shatterproof glass, 
plastic shell and light weight sections so 
that the driver is guaranteed special 
freedom of motion and uninterrupted 
vision. Altogether the F. 512 is distin¬ 
guished by being ea>\ to operate and 
high labour safety. 

Question; To how many countries 
has your combine exported these 
machines? 

Dr Thieme : At present the advanced 
machines help people in forty countries 
of the world to raise their agricultural 
output, The established facts also 
speak of the quality of our products. 
Against strong rivals, besides numer¬ 
ous documents, diplomas, silver and 
bronze medals from international exhi¬ 
bitions and fairs in Moscow, Budapest, 
Brno and Leipzig, eighty gold medals 
have been won. The collective develop¬ 
ment of the combine harvester has 
incidentally been given one of the high¬ 
est awards of the GDR -the National 
Prize. 

Question : What connections does 
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your combine have with India? 

Dr Thieme : We are pleased that the 
E 512 combine harvester has been suc¬ 
cessfully tried in India. In the state of 
Punjab, 64 of them are employed in 
wheat harvesting under extreme clima¬ 
tic conditions. According to the testing 
centre in Budni the E 512 is being tested 
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in day and night work. Besides, it ha& 
successfully passed through all assign¬ 
ments pertaining to government testing. 
We hope that the friendly trade relat¬ 
ions between India and GDR will 
become further consolidated and exten¬ 
ded. The Fortschritt combine gladly 
makes its contribution to that with 
its best products. 


GDR: INDUSTRIAL OUTPUT OF SELECTED PRODUCTS—DEVELOP¬ 
MENT SERIES 


Year 


Electric 

power 

Crude 

lignite 

Diesel 

fuel 1 

Sulphuric 

acid 

Million 

kilowatt hours 

1,000 tons 

1,000 tons 
H,SO, 

1950 


19,466 

137,050 

445.7 

300 

1955 


28,695 

200,612 

706.7 

592 

1956 


31,182 

205.866 

863.8 

611 

1957 


32,735 

212,59? 

985.5 

640 

1958 


34,874 

214.970 

1,068.2 

650 

1959 


37,248 

214,783 

1,157.8 

689 

I960 


40.305 

225.465 

1,289.3 

730 

1961 


42,515 

236,926 

1,447.8 

819 

1962 


45,063 

246,992 

1,561.0 

861 

1963 


47,450 

254,219 

1,749.3 

919 

1964 


51,032 

256,926 

2,023.7 

937 

1965 


53,611 

250,839 

2,258.0 

985 

1966 


56,866 

249,040 

2,556.2 

973 

1967 


59,686 

242.027 

2,692.7 

988 

I9b8 


63,230 

347,113 

2,995.7 

1,078 

1969 


65,463 

254,553 

3,252.9 

1,104 


Year 

Potash 

fertilizer 

Phosphorus 

fertilizer 

Crude 

steel 

Hot-rolled 

steel 2 

m 1.0001 K.O I.OOOt. P,0 6 

1,000 tons 

1950 

1.336 

25 

1,257 

781 

1955 

1,552 

85 

2,816 

1,884 

1956 

1,556 

112 

3.046 

2,011 

1957 

1,604 

129 

3,227 

2,115 

1958 

1,650 

136 

3,430 

2,265 

1959 

1,644 

139 

3,6 J 5 

2,488 

1960 

1,666 

166 

3.750 

2,6(3 

1961 

1,675 

172 

3,867 

2,703 

1962 

1,752 

181 

4,048 

2,798 

1963 

1,845 

196 

4,05! 

2,813 

1964 

1,857 

1% 

4,264 

2,900 

1965 

1,926 

232 

4,313 

2,986 

1966 

2,006 

254 

4,485 

3,051 

1967 

2,206 

305 

4,592 

3,075 

1968 

2,293 

346 

4,695 

3,156 

1969 

2,346 

369 

4,824 

3.182 


1. Including petroleum and fuel oil. 2. From 1950 including semi-finished 
products for seamless pipes and for forged and pressed parts. 
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Representative of 
Progressive Technique 

Precision Pulse Sound Level Meter PS! 202 



Indispensable : For the development of near silent machines, equipment, vehicles and domestic 
appliances for the noise suppression at the piace of work for the perfect acoustic 
construction of theatres end concert hails. 

Portable and maina-independent 

Tot?l measuring range: 35...135 dB without frequency weighting 
24'-’135 dB with A-weighting 

Frequency weighting: A—, B—, C—curves 

linear (without frequency weighting) external filters 

Indicating dynamics switch-selected : pulse 

quick 

slow 


Supplementary equipment: octave filter OF 101 

power supply unit ZE 3t1 

pistonfon PF IQt 

impact noise adapter ZE 322 


Parties interested may apply to: 
Exporters 


: Ji. si...u. Jc. 


EXPORT-IMPORT 


DEUTSCHE* OEMOKfUTOCHEN I 


DOR 102 BERUNALEXANDERPLATZ 
HAUS OER ELEKTROINDUSTIUE 


A 


Sold 4 Serviced Exclusively by : 

TWiNDSVEN ELECTRONICS 

& Engineering Services 

Sind Cham bars .Colabt-Ca useway, BOMBAY-5. B.R. 


Branches; 

NEW OEtHt • CALCUTTA • MADRAS • 8ANSA LOBE 

1NTCRADS 


r 
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FARMERS! 

IN JUST ONE OPERATION 

HARVESTING 
COMBINE 

REAPS...THRESHES...CLEANS and DELIVERS TOE GRAIN 




.IF IDE CROP IS HARVESTED WITH THIS MACHINE 


• The field becomes available for preparation for the next crop in one day. 

• The grain produced goes to the market immediately. 

• There is no risk of inclement weather or any hazard destroying the crop. 

• Loss of grain is mnch less as compared to any other method of harvesting. 



0-63, Dofonct Colony. Nbw Dclhi-3. Phono: 622286 Gratni: ESPITRADf 


soumim am stwice Asms m 

HARVESTING COMBINE E-SI2 MANUFACTURED BV 

VEB KOMBINAT FORTSCHRI1T LANDMASCHINEN, NEUBTAOT, 


IN SACH8EN, DRESDEN. GERMAN DEMOCRATIC REPUBLIC 


CxpotMby -TRANSPORTMASCHINEN EXPORT-IMPORT 10S, BERLIN, 
GERMAN DEMOCRATIC REPUBLIC 


Creative Unit-41$ 
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Twenty-two Years of Economic Development 

KARL-HEINZ HILBERT 
Editor-in-Chief of DIE WIRTSGHAFT* 


The working people of GDR arc 
aware that a rich harvest presup¬ 
poses good work and great effort. 
Therefore il is, for an economic jour¬ 
nalist, not surprising that in the past 
five years, workers and salaried em¬ 
ployees in the socialist enterprises of 
GDR agreed to the proposals to im¬ 
prove production and working and liv¬ 
ing conditions, thus bringing about a 
year‘s gain of 9,500 million marks. 
While in 1966 it was only 1400 million 
marks, by last year the gain has risen 
to 2500 million marks. This conti¬ 
nuity in good working performance 
and civic development on the part 
of the working people was given very 
clear expression in the growlh rate of 
the national income. The average 
annual rate of growth amounted, bet¬ 
ween 3961 and 3965 to 3.5per cent and 
between J966 to 1970 to 5.2 per cent. 

High Growth Rate 

The enormous rising volume of the 
wealt h of the society is reflected in these 
growth rates: 1965, 84,000 million 
marks; 1970, 108,000 million marks; 
and by 1975 the national income is 
planned to be between 136,000 and 
138,000 million marks. 

This leads us to note that a percen¬ 
tage increase in industrial goods which 
in 1950 represented a value of 300 mil¬ 
lion marks, and in 1960 of 900 million 
marks, in 1975, given the same growth 
rate, production growth will corres¬ 
pond to 2,200 million marks. 

Twenty-two years of peaceful const¬ 
ruction in GDR give concrete evidence 


♦This is a weekly paper published in 
Berlin. 


not only of the high growth rate of the 
economy but at the same time of the 
impressive dynamics in utilising the 
results of the economic and technologi¬ 
cal revolution. An especially clear 
expression to the progress in many 
occupations in GDR is given in the 
international fails. To name one exam¬ 
ple: the agricultural and food-produc¬ 
ing machines branch of industry of 
GDR has developed complete machine 
systems for agriculture. The interna¬ 
tionally acknowledged peak product 
of the grain cultivating machine system 
in the E 512 combine harvester with 
a threshing capacity of five kilograms 
per second with losses of grain of 
under 1.5 per cent it has the highest 
coupling speed in the world, a high 
degree of travel comfort and the 
ability to work on slopes of up to 
18 per cent. 

All' this is in keeping with the 
high international standing of tne 
E512. To the grain cultivating machine 
system is added, moreover, seed clean¬ 
ing and seed dressing machines, a com¬ 
plete milling process with a performance 
of up to 300 tons in 24 hours and with 
all the equipment belonging to it, as 
well as a machine for modern large- 
scale baking w'hich processes more 
than 48 tons of flour daily. 

In the previous five years, 26,000 
new economic and technical solutions 
were found in the nationally-owned in¬ 
dustry, and 13,600 new products were 
introduced in industry. Thus, over 50 
per cent of the commodity production 
in the metal processing industry con¬ 
sists of newly developed products. 

The stable economic development of 


the GDR is at the same time an ex¬ 
pression of the inseparable and long¬ 
term combined working and co-opera¬ 
tion with the Soviet Union and the other 
socialist countries, while the USSR is 
involved in almost 40 per cent of all 
GDR foreign trade. New materials, 
complete machines and tool systems, as 
well as highly productive technologies 
and processes were jointly developed. 
Co-operation and the division of labour 
were systematically deepened. Thus 
also other important tasks were jointly 
fulfilled such as the long-term 
guarantee of production of raw 
materials. Altogether, export to the 
socialist economic region should have 
risen by 70 per cent by 1975. 

The working people of the GDR 
know that they live in secure conditions. 
The last five years have established a 
guarantee for the time to come. The 
real income per head of the population 
increased from 4,750 marks in 1965 


GDR: INDUSTRIAL GOODS 
PRODUCTION 1969 

Industrial sector 

Industrial 
selling 
price in 
million 
marks 

Share 

of 

industrial 
sector 
per cent 

Powder and fuel 
industry 

10,753 

7.0 

Chemical industry 

22,015 

14.4 

Metallurgical in¬ 
dustry 

9,508 

6.2 

Building mate- 
tcrials industry 

2,688 

1.8 

Water supply 

642 

0.4 

Mechanical en¬ 
gineering and 
vehicle const¬ 
ruction 

35,345 

23.1 

Electrical engi¬ 
neering, electro¬ 
nics, precision 
engineering 

12,840 

8.4 

Light industry 
(excluding tex¬ 
tile industry) 

16,961 

31.1 

Textile industry 

11,143 * 

7.3 

Foodstuffs in¬ 
dustry 

31,308 

20.4 

Total 

153,201 

100 


SELECTED TARGETS OF GDR’s FIVE-YEAR PLAN ; 1971-75 


Increase par cant 
1970=100 



Produced 
national incatno 


Industrial poods production | Consumption 

labour productivity 
aiworkarsond employees in industry 
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to 5,820 (marks in 1970, «ad should 
by 1975 rise by 21 to 23 per cent. 

One must especially emphasise the 
allocations and benefits for the popula¬ 
tion contained in the state budget, 
which in the last five years amounted 
to 110,000 million marks and by 1975 
should increase to 140,000—150,000 


million marks. These, expenditures 
sefve the further development of educa¬ 
tional and cultural life—sport, relaxa¬ 
tion. health and social facilities, as well 
as maintaining stable consumer prices 
for basic foods, transport services and 
housing, and assisting large families. 

These national economic results and 
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plans fpr the next, years are confirmed by 
the words of Mr Erich Honecker, First 
Secretary of the Central Committee 
of the SED, who, when he opened the 
Eighth Congress of the SED in June 
this year said that in GDR every¬ 
thing will be done for the welfare of the 
people, for the interests of the working 
class and all working people. 


Purposeful Investment Policy 


An jNTn uGFNT investment policy play¬ 
ed a considerable part in the continuous 
economic development of the past years, 
which was characterised by the const¬ 
ruction and rapid growth of new bran¬ 
ches of industry, a deep-rooted renewal 
of the product structure, a rapid growth 
in labour productivity and respectable 
improvement in the people's living con¬ 
ditions. The annual volume of in¬ 
vestment increased from 20,500 mil¬ 
lion marks in 1965 to 32,500 million 
marks in 1970. The rate of accumula¬ 
tion amounted to 21-22 per cent of the 
national income. 

Investments materialised in new pro¬ 
duction enterprises and power stations, 
pipelines and highly mechanised agri¬ 
cultural production centres, housing 
and schools, new city centres as in Ber¬ 
lin or Dresden and in such cultural 
facilities as the second (colour) tclcv- 
sion programme. 

Thanks to the systematic and con¬ 
centrated employment of amortisation 
and accumulated reserves a continuous 
increase in labour productivity has 
taken place. To whatever extent the 
intensively expanded reproduction took 
place can be seen from labour expendi¬ 
ture per 1.000 marks of industrial com¬ 
modity production. 

The expenditure of labour per 1,000 
marks of gross production in socialist 
industry amounted to: 


1965 

31 hours 

1966 

29 hours 

1967 

27 hours 

1968 

25 hours 

1969 

23 hours 

1970 

22 hours 


In order to be able to increase in¬ 
dustrial production by 34 to 36 per cent 
in the next five years (compared to 
1970), because GDR national econo¬ 
my no longer has any labour power 
reserves at all, a further increase in 
labour productivity is necessary. The 
emisaged increase is to reduce the ex¬ 
penditure of labour to some 16 hours 
per 1,000 marks of gross industrial 
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production by 1975, that is to about the 
one half of the 1965 amount. That is 
possible only if, along with the intro¬ 
duction of new technologies, the further 
mechanisation and automation of cer¬ 
tain processes and the reduction of the 
national economic frictional losses cau¬ 


sed by inadequate proportionality and 
co-operation, the available machines 
and installations are made better use of. 

Today an average of 125,000 marks are 
invested in every work place in GDR 
industry, but the available working 


GDR : INVESTMENTS IN INDUSTRY IN 1971 
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laces are on the whole not even used 
alf of the possible time. Therefore 
the Eighth Congress of the SED ur¬ 
gently posed the question of the inten¬ 
sification of social production and the 
raising of its effectiveness in the centre 
of economic policy in June 1971. The 
section of the Directives of the Eighth 
Congress for the development of the 
national economy of GDR for the 
period from 1971 to 1975 devoted to 
investments and the building industry, 
consequently designated it as a basic 
task to make better use of existing pro¬ 
duction installations, by means of in¬ 
tensively expanded reproduction in all 
branches and spheres of the national 
economy. It is a question of purpose¬ 
fully exhausting the possibilities of 
modernising and reconstruction in the 
enterprises in order to increase produc¬ 
tion without expensive new building 
to organise it more profitably and save 
work places. 

The inclusion of investments in the 
complex management of fixed assets 
— the rational use of available fixed 
assets, systematic maintenance, mo¬ 
dernisation, elimination and renewal 
and expansion -- is now pursued very 
specifically. Only about half of industrial 
investments can be employed for the 
construction of new capacities in the 
coming years — above all, in energy 
production, the chemical industry and 
certain branches of the supply industry. 

The Directives 

The Directives stated unequivocally: 
The construction of new production 
capacities is to be concentrated up to 
1975 on such objects of structural 
change which will bring high economic 
gains in a short time or contribute to 
the safeguarding of the proportiona¬ 
lity of the national economy”. Predo¬ 
minant will be — also in such branches 
of growth as electrical engineering and 
electronics — the rationalisation in¬ 
vestments, In this it is in accord with 
the essence of socialist rationalisation 
to contribute to the rapid improvement 
in working and living conditions of the 
working people. All possibilities will 
be used — at present an especially ur¬ 
gent need — to obtain, with fewer re¬ 
sources, a higher output of consumer 
goods. The means for complex housing 
construction is to be increased by an 
average of 10 per cent per year so that 
on the whole 500,000 dwellings — pri¬ 
marily in five to six storey buildings — 
can be handed over to the people by 
1975. 

On the whole investments in the na¬ 
tional economy within the next five 
years arc to reach 173,000—176,000 
million marks, as against 135,600 mil¬ 
lion in the last five years. That corres¬ 


ponds to a growth of 28 to 30 per cent 
and takes account of the fact that in 
1969-70 a certain surplus demand on 
investment possibilities was evident 
which had to be corrected with 


I, E.I. vegetable tanned hides and skins: 

1. Buffalo calf skins 

2 . Cow hides 

3. Cow calf skins 

4. Buffalo hides 

5. Goat skins 

6. Sheep skins 

Total E.I. vegetable tanned hides & skins 

II. Tanned reptile skins: 

1. Lizard skins 

2. Snake skins 

3. Other reptile skins 
Total tanned reptile skins 

III. Pickled goat skins 

IV. Goat hair 

V. Tanning materials 

Grand Total 


the 1970 national economic plan. 

On the whole investments are divi¬ 
ded among the individual spheres of the 
national economy as follows: 


— 

.... 

19.95 

0*19 

5 14 

29.34 

58.07 

199.28 

76.49 

7.12 

60.40 

141.97 

75.14 

36.46 

118.47 

361.39 

156.77 

0.18 

0,52 

— 

— 

0.18 

0 52 

— 



1.12 

1.05 

2.02 

— 

0,42 

0.25 

— 

36.64 

120.53 

362.69 

158.79 


GDR imports from India mainly E.I. vegetable tanned goat and sheepskins. India’s exports 
have declined during 1970-7L But GDR now imports more of wet blue chrome goat skins, which 
may be seen from the following table: 

1969-70 1970-71 


' (Rupees in lakhs) 

Wet Blue Chrome goat skins 99 44 158 50 

Wet Blue Chrome sheep skins 6.24 2.86 

Grand Toal 105.68 161.36 


1966-70 1971-75 Increase 

In thousand mill, murks 1971-75 


over 
1966-70 
in per cent 


Industrial ministries 

55.0 

78—81 

42-47 

Building 

6.6 

8—8.5 

21—29 

Transport 

11.7 

14.5—15 

24—28 

Agriculture and food industry 

24.8 

26 -27 

5--9 

Education 

1.9 

3.6—3.8 

90—100 

Housing construction 

13.3 

19—20 

43-50 





India’s Leather Exports to 

s 

GDR 

Commodity 

1967-68 

1968-69 1969-70 1970-71 


(Rupees in lakhs) 
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In That Other Germany 

THE EDITOR 


Last wemc 1 attempted to present some 
aspects of the West Germany I saw in 
October this year. After staying in that 
country for about 15 days, i went to 
Bast Germany where I spent about a 
week. The Federal Republic of Ger- 
many, as I had said, was more or less 
familiar ground to me. The German 
Democratic Republic was a new ex¬ 
perience. Not that I had never been 
in the eastern part of Germany before. 
As a matter of fact, on my previous 
visits to West Germany, whenever I 
happened to be in West Berlin, 1 had 
managed to spend a tourist's after¬ 
noon in Last Berlin. Like most others 
who had to make this comparison, 

I was also struck on those occasions 
by the dsabness of the eastern city 
which the glitter and the gaiety of that 
other opulent metropolis across the 
way served to emphasize all the more. 

I was also aware during my earlier 
visits to West Germany of the moan 
and murmcr of the economic disloca¬ 
tions and difficulties which were then 
being experienced in the eastern region. 

But it was only this year that 1 had 
an opportunity of spending some time 
not only in East Berlin but also in other 
parts of the German Democratic Re¬ 
public and getting to know by direct 
personal observation something of the 
social and economic processes there. 
Mv stay in East Germany and my 
schedule of travels and discussions in 
that country were taken care of by the 
Press Department of the f oreign Mi¬ 
nistry of the German Democratic Re¬ 
public, which looked after me with cha¬ 
racteristic German hospitality and com¬ 
petence. All the same, whereas my trip 
to West Germany as a member of the 
group of journalists had the advan¬ 
tage of the months of meticulous prepa¬ 
ration which the Press Departments of 
some of West Germany's top business 
houses and corporations had jointly 
put in, my programme in East Germany 
was largely improvised after I had 
actually arrived in East Berlin. 

Finding My Way 

This scheme of things certainly had 
its inadequacies. I could not, for ins¬ 
tance, meet Members of the Govern¬ 
ment or top political leaders; nor was 
it possible for me to visit some of the 
industrial centres or industrial plants 
which 1 would have greatly liked to 
study. The hurdle mainly was lack of 
time and the fact that some of the inter¬ 
views or appointments I had in mind 
could not have been arranged at short 
notice. I was, however, not altogether 
sorry that my programme was largely 


This article had first appeared in 
Eastern Economist of December 
11, 1964. 


unplanned because this had its com¬ 
pensations. For one thing, I could 
move about in a relaxed manner, see 
things and talk to people in an infor¬ 
mal way, go where ] wanted and 
when I wanted and above all so 
order my movements that I was left 
to myself for at least some part of each 
day. If in the process I did manage to 
visit some very interesting places, meet 
well-informed officials and plant mana¬ 
gers, talk to articulate party loyalists 
and local party bosses and meet a 
few kindered spirits in my own pro¬ 
fession, it is surely reasonable that I 
should consider the time l was in the 
German Democratic Republic as time 
well and usefully spent. 

Exercise in Rhetorc 

A question 1 have been frequently 
asked lately is whether 1 did not find 
East Germany economically very much 
behind West Germany. This question 
may have a point, but 1 feel that by now 
it has become an exercise in rhetorically 
labouring the obvious. The German 
Democratic Republic is certainly con¬ 
siderably less well off than the Federal 
Republic of Germany and is unlikely 
to draw even in a hurry. But it would 
surely have been a miracle had it been 
otherwise. Leaving aside differences 
in political and economic systems, the 
basic fact remains that the economy 
of the eastern part is far less richly 
endowed with resources than eco¬ 
nomy of the western part. Added 
to this have been other disparities not¬ 
ably the great advantage in foreign 
capital and commerce which the latter 
enjoys by being linked to the economies 
of some of the most industrially ad¬ 
vanced countries of the world. 

The differences in basic resources 
could alone explain why East Germany 
must be inferior in economic develop¬ 
ment of West Germany, now as well as 
over a period. I found that the people 
in East Germany with whom 1 came 
into contact were acutely aware of this 
deficiency in their heritage. They were, 
in fact, never tired of underlining the 
fact that, before the War, only two per 
cent of the hard coal, six per cent of 
the iron ore, one per cent of the pig 
iron, or seven per cent of the'raw steel 
produced in Germany as a whole was 
produced in the eastern part. This 
had meant that, after the division of 
the country, many of the major in¬ 


dustries in East Germany, particularly 
the machine building and chemical 
industries, found themselves abruptly 
cut off from a national metallurgical 
base. 

Serious Handicap 

The inadequacy of natural resources, 
moreover, is only the most serious of 
the handicaps. There are certainly 
others and the existence of some of them 
is conceded, although guardedly, in 
East Germany itself. For instance, 
there was the reluctant admission that 
most industries in East Germany lagged 
behind their counterparts in West 
Germany by about 25 per cent in the 
matter of productivity, while in the case 
of some the gap was even higher at 40 
per cent or more. But, at the same time 
my informants were generally inclined 
to believe that it was only a matter of 
time before this deficit was largely 
made up. According to them the last 
15 years had been spent in laying the 
political and social foundations of a 
new order with the result that the 
economic tasks were only now to be 
attempted with full regard to efficiency 
in organisation and methods. 1 myself 
am inclined to favour a somewhat dif¬ 
ferent interpretation. I believe that 
economic progress generally and sound 
industrial development particularly, 
had suffered partly because of doctri¬ 
naire and dogmatic approaches and 
partly because of the sheer imma¬ 
turity and inefficiency that arc necessa¬ 
rily attendant upon adventurism, whe¬ 
ther in politics or in economics. I also 
believe that those who are in charge 
of the destinies of the German Demo¬ 
cratic Republic are becoming wiser 
with experience and are learning from 
their mistakes. 

1 am supported in this assumption 
by a significant remark which a senior 
official in East Berlin made in the course 
of explaining to me the philosophy and 
the machinery of plan-making in East 
Germany. He said that whereas in the 
past the approach was to rely on physi¬ 
cal means of direction, viz., executive 
fiats or bureaucratic decrees for achiev¬ 
ing targets of production in individual 
industrial establishments, the tendency 
now is to switch over to economic 
means of influencing output and per¬ 
formance in factories and plants. He 
elucidated this point further by in¬ 
forming me that whereas in the past a 
specific volume of output was fixed for 
a piece of machinery or for a plant, pre¬ 
sent paractice is to levy a capital tax on 
the value of machinery supplied to an 
industrial establishment. Under the 
former arrangement there was the 
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temptation for plant managements to 
fulfil production quotas by sacrificing 
quality or ignoring production econo¬ 
mies. But since the tax on machinery 
is to be paid out of the financial sur¬ 
plus of the establishments concerned, 
it could be expected to make for the 
more efficient utilisation of the ma¬ 
chinery and thus obviate the need for a 
higher administrative authority fixing 
rigid working time or other operational 
schedules. 

Act of Pragmatism 

Another instance where pragmatism 
may be said to be coming into its own 
is the encouragement given to the idea 
of State partnership with private indivi¬ 
duals in the running of industrial estab¬ 
lishments. State ownership, of course, 
is the dominant form of economic orga¬ 
nization. It embraces completely all the 
major industries and industrial estab¬ 
lishments. The State sector accounted 
for 53.6 per cent of the gross national 
production in 1950 and by 1962 its 
share had increased to 71 per cent. 
The co-operative sector accounted for 
about 14 per cent in the later year, while 
the “semi-State” sector, to which re¬ 
ference was made earlier, had a share 
of 6.8 per cent. The remaining 8.2 
per cent was the share of the private 
sector. The semi-State sector is recog¬ 
nized as an integral part of the socialist 
scheme. Although its share of the 6.8 
per cent of the national product is cer¬ 
tainly a small one, its growth from 
scratch since 1956 is regarded in East 
Geimany itself as significant. 

In contrast to the fate of the private 
sector, which is steadily dwindling and 
is increasingly being confined to 
isolated pockets in agriculture and 
family shops in the food and miscella¬ 
neous trades, the semi-State sector is 
receiving socialist encouragement in 
the area of small and medium busi¬ 
nesses, Establishments in the semi- 
State sector are of all kinds. There is, 
first, the category of enterprises where 
the State goes into partnership with the 
individual. There is, secondly, the class 
of businesses which are operated by 
individuals on behalf of the State 
on a commission agency basis. 1 
heard the potentiality of this form of 
enterprise being discussed with much 
enthusiasm. But I am nevertheless left 
with the suspicion that so long as State 
ownership and management remains 
the dominant principle, flexibility at 
the fringes cannot really make much 
difference to the total efficiency of the 
East German economy. In that country, 
as elsewhere in the Communist world, 
the trend of productivity, in industry or 
agriculture, will ultimately be determi¬ 
ned by the extent to which human faith 
or fanaticism could really successfully 
dispense with the very human parti¬ 
ality for the profit motive as a stimulant 


of skills which are essentially private 
or as a reward for initiative and enter¬ 
prise which, in the ultimate analysis, 
must remain individual. 

Economic planning in East Germany, 
as in other member countries of the 
Comecon, is both national and regional 
at the same time. It is national in the 
sense that it fixes targets in relation to 
domestic resources and needs. It is 
regional in the sense that it adjusts 
these targets to what other member 
countries programme to produce, seek 
to sell to or want to buy from Last 
Germany. I noted with interest that 
economic integration in the East Euro¬ 
pean region had developed faster in 
some respects through the agency of the 
Comecon than it has done in Western 
Europe under the auspices of the Com¬ 
mon Market. I was told, for instance, 
that East Germany had given up fabri¬ 
cating oil machinery because Rumania 
is specializing in this line. How far this 
arrangement is to the advantage of East 
Germany 1 do not profess to know, but 
it clearly benefits from another regional 
arrangement under which common po¬ 
wer grids are operated among the Soviet 
Union, Poland and East Germany. East 
Germany, again imports steel heavily 
from the Soviet Union, to supple¬ 
ment its domestic output. The former, 
I presume, can make automobiles of all 
kinds, but I find that its requirements 
for heavier vehicles, such as trucks, are 
met largely by Czechoslovakia. 

Deficient Progress 

The progress of economic integra¬ 
tion under the Comecon, however, is 
seriously deficient in one important res¬ 
pect. Whereas in Western Europe as 
a whole there is a very considerable 
mobility of labour across national 
frontiers which has served to match 
surplus men, for instance, in Southern 
Italy with surplus jobs in Switzerland, 
West Germany or France, the national 
frontiers in Eastern Europe invariably 
function as rigid physical barriers to 
the movement of Labour. East Ger¬ 
many, for instance, cannot expect re¬ 
lief from its labour shortage through 
the influx of workers from, say, Bul¬ 
garia. I was curious to know why this 
was so and the explanation that was 
given to me was that, apart from the 
tact that there was a general desire 
to avoid the political complications 
that might follow migrations of men 
across national boundaries, there was a 
general shortage of young and skilled 
workers all over Eastern Europe and 
that it was feared that this shortage 
might become more pronounced in the 
coming years as economic develop¬ 
ment gathered momentum under the 
present seven-year plans of the Come¬ 
con countries which are expected to 
achieve very appreciable economic 


progress by the year 1970. 

Whatever may be the worth of the 
socialist philosophy on the question of 
labour mobility, it cannot be gainsaid 
that the East German economy is a 
considerable sufferer from pressures on 
its limited resources of young and skil¬ 
led labour which are inelastic. Here, 
again, is an area where West Ger¬ 
many enjoys a considerable economic 
advantage over East Germany, in that 
the former has been able to draw 
over a million workers from other 
countries, which include, besides Italy, 
Spain and areas of North Africa. In¬ 
cidentally this labour aspect is highly 
relevant to the question of movement 
o f pea pie across t he po lit ica 1 frontier 
which divides Germany into the Fede¬ 
ral Republic and the Democratic Re¬ 
public. In the last 13 or 14 years about 
a million and a half people have mov¬ 
ed over from East Germany to West 
Germany. In the Federal Republic this 
movement has been described with bit¬ 
ter sarcasm as a process of the people 
in East Germany “voting'’ against their 
Government “with their feet”. In East 
Germany itself a somewhat different 
view is naturally taken. Here it is 
argued that while some part of the 
migration is due to the same reason 
that prompts people in Southern Italy, 
for instance, to leave for other West 
European countries, viz., the oppor¬ 
tunities of better jobs or higher wages, 
much the greater part is the result of a 
high-pressure psychological and politi¬ 
cal campaign of blandishments, which 
again is described as an integral part of 
a campaign to break down the political 
and economic system in East Germany. 

Great Passion 

I heard it argued with great passion 
that the German Democratic Republic 
simply could not afford to let the Go¬ 
vernment and industry on the other 
side poach at their pleasure on the 
precious resources of educational or 
craft skills which the East German 
people are creating in their younger 
generation through great expenditure 
of public treasure and effort. Indeed, 

I was asked how it became a crime on 
the part of the East German Govern¬ 
ment to prevent the out-flow of its 
most productive asset—the educated 
and skilled young manpower of the 
country ~ when the capitalist countries 
take measures as a matter of course for 
preventing, for instance, exports of capi¬ 
tal where such out-flows threaten to 
compromise their currencies or damage 
their economies. My reply naturally 
was that human beings could not be 
treated as if they were bank notes or 
packets of share-holding. But I must 
confess that I was uncomfortably aware 
all the time that even outside the Com¬ 
munist world the freedom of men to 
move was a freedom severely restricted 
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in practice not only by passports and 
visas but by the emigration policies or 
immigration laws. In any case, how¬ 
ever much one might lament the Wall 
that divides the mind and heart of Ber¬ 
lin— and lament we all must this very 
human tragedy — the fact remains that 
the barriers which the East German 
Government place on the movement of 
its nationals into West Germany are 
part of the consequence of an unna¬ 
tural division of a nation into two rival 
political and economic systems. 

II 

My travels in the German Demo¬ 
cratic Republic, outside East Berlin, 
took me to Rostock on the Baltic Sea- 
coast in the north, Jena in the south, 
Dresden in the south-east, near East 
Germany's frontier with Czechoslo¬ 
vakia, and Hoyerswerdaon the east, 
not far from the border with Poland. 
Rostock is the principal town in the 
district of that name and has a popula¬ 
tion of about 170,000 people. The 
reason why 1, a visitor from distant 
India, was prompted to spend the better 
part of two days on a visit to this small 
town during my short stay in East 
Germany, was that Rostock happens 
to play host to one of the most pro¬ 
gressive major industries in that country, 
vi/., ship-building. 

Started in 1945 as a workshop for 
repairing war-damaged Soviet ships, 
VEBWARNOWWERFT at Rostock has 
evolved and expanded into a versatile 
and modem shipbuilding yard, the pro¬ 
ducts of w hicb are claimed to be com¬ 
petitive in quality and price with those 
of shipbuilding industries elsewhere in 
the world. The yard’s major business 
seems to be in the building of freighters 
of 7,000, 8,000, 10,000 and 12,000 
TDW, and 1 was told that the capacity 
of the works was of the order of about 
10 vessels of this range in a year. 
WARNOWWERFT has built ships for 
the Scandinavian countries as well as 
for the Soviet Union and for the Ger¬ 
man Democratic Republic itself. At 
the lime I visited the yard 1 saw three 
vessels in advanced stages of construc¬ 
tion and one of them was about ready 
for delivery. Two of them were being 
built for the Soviet Union while 
one of them was on a Norwegian order. 
WARNOWWERFT has its own faci¬ 
lity for the manufacture of marine 
diesel engines. The shipbuilding pro¬ 
cesses have been mechanized to a con¬ 
siderable extent and 1 was told that 
further mechanization, particularly in 
the handling of the steel sheets in the 
initial stages of fabrication, is being 
steadily pursued. A special feature of 
the shipbuilding yard is its crane instal¬ 
lation with a system of travelling pulleys 
which, it is claimed, is as advanced a 
type as can be found anywhere in the 
world for the handling of heavy loads 
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in an economical manner. I noticed, 
however, that instructions to the crane 
operator were being shouted from the 
ground through a megaphone. As 1 
went through the Rostock shipyard 1 
could not help thinking how sharply in 
contrast its success story was to the 
limping fortunes of our own shipbuild¬ 
ing enterprise at Visakhapatnam. 

To the shipbuilding yard at Rostock 
is attached a very)*substantial regional 
economic significance. It has been set 
up in an area which is still to be de¬ 
veloped industrially. WARNOWWE¬ 
RFT,! n fact, is seen as a starting point 
and the inspiration for the systematic 
organization of a diversified industrial 
structure in the region. At the time 1 
went there plans for setting up of a 
number of local industries geared to 
the processing of materials imported 
through the port at Rostock were 
enthusiastically mentioned to me as 
part of the current, seven-year Plan. It 
was confidently said Unit, by 1970, the 
Rostock District would have become 
one of the leading industrial regions 
of the Country. 

Home of Optics 

Rostock is about 180 kilometres to 
the north of Berlin, while Jena is abouL 
200 kilometres to the south. But in 
terms of motoring. Jena is appreciably 
nearer Berlin than is Rostock. This is 
because the way in the north is through 
a relatively less developed agricultural 
country where the traffic on the road is 
often held up at railway crossings. The 
communications between Berlin and 
Jena are however more highly organi- 
nized. Jena is one of the traditional 
industrial centres of Germany and is 
important as the home-town of the 
Zeiss Works, a world-leader in the pro¬ 
duction of precision mechanical and 
optical instruments. More than a 100 
years ago — in 1846, precisely —, a 
local mechanic, Carl Zeiss, had started 
a small workshop in Jena for manu¬ 
facturing magnifiers or simple micros¬ 
copes. But it was not until 1866, when 
he had succeeded in securing the techni¬ 
cal collaboration of Ernest Veb, then 
a lecturer in the local Institute of Phy¬ 
sics, that his firm could take its first 
big stride in modern optics. 

Today Veb Carl Zeiss, Jena, is a 
nationalized undertaking, employing 
more than 18,000 highly skilled workers, 
engineers, scientists and sales staff in its 
machine shops, research laboratories 
and administrative and commercial 
offices. The Zeiss Works claims to have 
increased its output more than four¬ 
fold and its exports nearly six times in 
the period 1950-1964, About three- 
fourths of its production is stated to be 
of sophisticated scientific instruments 
and it appears that products of this 
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plant have played and are playing an 
essential role in Soviet nuclear and 
space technology. This however has 
not prevented the Zeiss Works from 
seeking export markets for its products 
ail over the world. At present more than 
4,000 listed items belonging to almost 
500 complete instruments are sold by 
the various sales departments, mostly 
for export and to a great extent for 
export to industrialised Western count¬ 
ries, including the USA, as well as to 
others, including India. I asked a num¬ 
ber of questions to find out what effect 
nationalization had on the efficiency 
of the organization and the answers, 
for what they were worth, indicated that 
nationalization had in no way inter¬ 
fered with the running of the enterprise 
on sound commercial lines. (t was 
pointed out to me that Zeiss products 
continued to enjoy as high an interna¬ 
tional repute as ever and it was also 
said that, in an industry where basic 
as well as applied research was vital, 
every care was being taken to ensure 
that the Zeiss Works stood in the very 
forefront of scientific and technological 
advance. 

From Jena 1 wen! to Dresden, a 
matter of some 150 kilometres to the 
east, and 1 must confess that my pur¬ 
pose in undertaking this particular 
journey was largely sentimental. 1 
had always entertained a peculiar sym¬ 
pathy for Dresden which had the uni¬ 
que misfortune of being blitzed by the 
British Air Force in World War II, a 
day before the war ended in Europe, 
It has been suggested that the question 
whether the destruction of Dresden was 
a wanton act of revenge or mere vandal¬ 
ism is one to which a certain old man 
now past 90 alone can give an answer. 
Be that as it may, Dresden l>ears, even 
to this day, the seared scars of its holo¬ 
caust. This is in spile of the tremen¬ 
dous building activity which has been 
going on there is recent years, spurred 
by the prosperity which the growth of 
industries, textile or other, in the region 
lias brought to Dresden and its sur¬ 
roundings. 

Halting Place 

fn terms of mv own study purposes, 
Dresden, with its population of nearl) 
half a million was only a halting place 
on my way from Jena to Hoyerswcrda, a 
little municipality with a population 
of about 30,000 people. Hoyerswcrda, 
incidentally, had to share the ordeal of 
Dresden in that one or,more of the bom¬ 
bers, either on their way to Dresden or 
on their way back, had chosen to un¬ 
load a part of their dread charge on the 
market-place of this small town. The 
dark-edged emptiness thus blasted into 
the centre of Hoyerswerda however 
now serves only to emphasize the rapid 
growth of the new industrial township. 
Most of this activity springs from the 



46 


EASTERN ECONOMIST 


October 29, 1971 


development of a vast housing construe- 
ruction which in turn has been rendered 
both necessary and possible by the ex¬ 
pansion of lignite mining ^facilities in 
the neighbouring areas, a programme 
to which power-and-fuel-hungary East 
Germany attaches the greatest impor¬ 
tance in its economic planning. The 
housing scheme in Hoyerswerda is only 
part of a larger number of such 
projects which are in progress in many 
areas and centres of the German 
Democratic Republic whether in the old 
cities, such as East Berlin or Dresden, 
or the new industrial centres, such as 
Rostock. 

1 spent the best part of a day going 
around the new housing development 
in Hoyetswerda, arid this gave me a fine 
opportunity of studying an impressive 
example of “pre-fab” housing in action. 
1 saw that a gang of six construction 
workers, including a crane operator 
and the team’s foreman, were all that 
were needed by way of labour force to 
assemble a block of flats on site. I 
was told that a group of this size, work¬ 
ing two shifts a day, took some six 
weeks to build a block of some 40 or 
50 three or four-roomed dwelling units. 
But another 12 weeks or so are taken 
up in finishing up, inclusive of the instal¬ 
lation of electrical fittings. Experi¬ 
ments are now being made in exploring 
economical means of cutting short the 
rime taken up in the finishing process. 
One technique which 1 saw being tried 
out at Hoyerswerda is the pre-fabrica¬ 
tion of entire rooms complete with 
electrical fittings at the pre-fabrication 
plant itself. These units arc then trans¬ 
ported to the building site and assem¬ 
bled with the help of a crane in the usual 
manner. It is believed that once the 
economics of this development is 
successfully established it would be 
possible to cut down the building time 
from the present rate of about four and 
a half months for a four-storeyed block 
of 40 or 50 flats to about three months. 

‘P’ is for Pre-Fab 

The various construction periods 
mentioned here are timed from the 
completion of the driving down of the 
foundation piles. The great advantage 
of pre-fabrication, of course, is the 
saving in time and it is only the large- 
scale adoption of this technique which 
has made it possible for the German 
Democratic Republic to put through a 
Jarge-scale housing programme within 
a reasonably short period. But in addi¬ 
tion to saving time, pre-fabrication 
seems also capable of reducing building 
costs. In East Germany pre-fabricated 
housing has been found to be about 25 
per cent cheaper than conventional 
construction. The system followed 
seems to be to locate central pre-fabri¬ 
cation plants in various areas in such 
a way that each plant serves a number of 


housing schemes in its region. It is 
interesting to note that, even in 1962, 
roughly half the building construction, 
including housing, agricultural and 
industrial construction was carried 
out with pre-fab techniques and that 
the share of pre-fabrication in housing 
construction was over 70 per cent. 
Pre-fab construction has made further 
headway since then and along with 
its progress as well as independent¬ 
ly of it the mcchaiizatioti of building 
processes has also been advancing 
steadily. The unloading and assembly 
of pre-fabricated parts have been me¬ 
chanized to over 90 per cent. Other 
building processes, such as excavation 
work and rough cast outside or inside, 
have been mechanized from over 60 
to 80 per cent. 

Housing Scheme 

The housing scheme 1 saw at Hoyers¬ 
werda consists of five “complexes, with 
more to be added in due course and 
each complex comprises about 1,300 
dwelling units divided into about 30 or 
40 blocks. Housing construction of this 
order, it is easy to see, can be attempted 
economically and quickly only where 
the building processes are modernised 
and mechanized to a considerable deg¬ 
ree, Here, again, T could not be im¬ 
pressed with the contrast in performance 
as between East Germany and our 
country. Here we have been talking 
of the large place given in our five- 
year Plans for housing, but actually 
precious little has been done even in 
the limited sphere of slum clearance in a 
dozen or so of our big cities or towns. 
As the Visakhapatnam shipyard is to 
the Rostock shipyard, the notorious 
Hindustan Housing Factory in Delhi 
is to the grand and earnest effort which 
is being made in East Germany in the 
direction of evolving modern methods 
of economical house buildinf»bn a large 
scale. 

Finally, 1 should like to make a few 
general observations on the standard of 
living in East Germany. From my re¬ 
marks on housing it would have been 
evident that I was impressed with the 
progress made in East Germany in the 
area of housing the people. Housing 
construction in the year 1962 is stated 
to have been of the value of 1.300 mil¬ 
lion East Marks and over 90 per cent 
of this construction was in the socia¬ 
list sector. Private housing, in other 
words, was a marginal element. The 
public funds expended for housing pur¬ 
poses had increased from 286 million 
East Marks during 1950 to over 2,000 
million East Marks during. 1962. In 
the latter year 87,200 dwelling units 
were either newly constructed or re¬ 
paired and out of them over 50 per 
cent were in the co-operative sector. 
Incidentally, while the pre-fab method 


accounted for 5,700 flats in 1948, the 
number of flats built by that technique 
was some 49,400 in 1962. It is estimated 
that about 11 per cent of the total hous¬ 
ing in East Germany is new construc¬ 
tion dating from 1945. 

In assessing this housing effort two 
facts have to be borne in mind. In the 
first place, the total population of the 
German Democratic Republic is about 
17 million. Secondly, families in East 
Germany, as in the industrial countries 
of Europe generally, tend to be small. 
One child families are frequent, while 
two-children families are common. 
Considered along with those circums¬ 
tances, the fact that there are about 
two million dwelling houses, or over 
five million flats in dwelling houses, 
shows that a reasonable standard of 
housing is being achieved. It must, 
however, be said that the quality of 
housing, especially in the matter of 
amenities, varies widely as between the 
old buildings and the new constructions. 
Even in the case of the latter, the very 
modern flats, for instance in the neigh¬ 
bourhood of Alexander platz . East 

Berlin’s new social and shopping centre 
— provide an ideal, rather than an 
average, for housing amenities. 

At the same time, it must be said that 
housing developments in the various 
cities and industrial townships seem to 
have attempted to provide reasonably 
comfortable accommodation which 
often include amenities, such as a cent¬ 
ral heating, and even central hot water 
supply. A fact which needs to be promi¬ 
nently stated is the extreme reasonable¬ 
ness of the rents charged in the new 
housing developments. The standard 
rent seems to be one East Mark (which 
is equal to one rupee) per square metre 
of housing space, and this works out 
in the case of a three-room flat to about 
Rs. 65 per month. Add to this the fact 
that the rent often covers central heat¬ 
ing as well as central hot water sup¬ 
ply, the Government and the people 
of East Germany have every reason to 
be proud of their performance in an 
area of basic human welfare. Before 
leaving this subject of housing I would 
like to add that parks, playgrounds, 
schools and shopping centres are regu¬ 
lar features of the various housing de¬ 
velopments. 

Food and Farming 

In the matter of food. East Germany 
seems to be certainly much better off 
now than it was in the earlier years of its 
15-year history. This is at least partly 
due to the fact that a very flexible gradu¬ 
alism has been adopted in the socialisa¬ 
tion of agriculture* A certain degree of 
peasant cultivation is still being per¬ 
mitted, although steady pressure is be¬ 
ing exercised in the direction of co¬ 
operative farming* East German agri- 
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culture lias been mechanized only to a 
limited extent so far. In fact, manual 
labour is still being used to an appre¬ 
ciable extent for the harvesting of po¬ 
tato, sugar beet and a few other crops. 
Motoring through the countryside I 
often came across cows being used on 
small peasant lots for ploughing, while 
tractors rumbled across the surround¬ 
ing co-operative or State farms. Ideo¬ 
logy apart, given the scarcity of labour, 
relative to the growing demand for 
manpower from the industrial sector, 
the further mechanization of East- 
German agriculture seems to be inevi¬ 
table and this process, given the politi¬ 
cal and economic structure of the coun¬ 
try, is bound to lead to the dwindling 
of the element of peasant ownership or 
cultivation in East German farming. 

The German Democratic Republic 
heavily supplements domestic pro¬ 
duction of foodstuffs with imports, 
chiefly from some of the other member- 
countries of the Comecon. Piggery 
products constitute the chief items of 
meat, while mutton is also consumed in 
large quantities. Fair amounts of fish — 
especially sea fish — and poultry are 
being eaten and venison is available 
when in season. Beef, however, is ex¬ 
pensive. Butter, tea, coffee and 
tobacco are luxuries, but there are large 
imports of wine from Bulgaria and 
Yugoslavia. Fruit, again, is less plenti¬ 
ful and more expensive than in West 
Germany which has the advantage of 
access to the horticultural abundance 
of its Common Market colleagues, 
particularly Italy. I found, for instance, 
that Yugoslavian grapes were selling 
at Rostock at a price twice as high as 
that which I had paid a few days earlier 
m Munich for Italian grapes far supe¬ 
rior in quality. More generally speak¬ 
ing, however. I found food supplies 
to be available in variety as well as in 
adequate quantities in the various 
places I visited in East Germany. 

High Priced Textiles 

The position with regard to clothing 
and other consumer goods of indust¬ 
rial origin is, however, less satisfactory. 
Woollen and other textile fabrics or 
clothes wherever they were of more than 
average quality, struck me as being 
priced rather high. This was also the 
case with footwear and household 
effects, such as furniture. Variety is also 
lacking in the case of industrial manu¬ 
factures. I found, for instance, that 
only one make of toothpaste was for 
sale in the department stores of the 
Alexander Platz. Electrical goods, toys, 
articles of stationery and the like 
seemed to be in liberal supply, Hut in 
many cases the finish was poor in com¬ 
parison with the far more sophisticated 
displays seen in the shopping areas of 


INDO-GDR SUPPLEMENT 

Western Europe. This is a feeling or 
opinion which l am sure many East 
Germans would share with me. I am 
saying this partly because of an amaz¬ 
ing incident of my first afternoon in 
East Berlin, 

A young boy whom I met, while 
out on a stroll, decided to walk some 
distance with me since that, as he said, 
would give him an opportunity of prac¬ 
tising on me his knowledge of English. 
Hardly had we gone a little distance 
when he noticed the hall point pen l was 
having with me and the next moment I 
found him offering to buy it. It was 
quite an ordinary pen and I naturally 
said that I would not sell it to him but 
would like:* to present it to him. The 
transaction thus concluded to our mu¬ 
tual satisfaction, the young man said 
rather ruefully that the pens available 
in his country were poor stuff and were 
nothing as good in quality as the one 1 
gave him. Later on, after 1 had seen 
something of East Germany, I found 
that the boy had been complaining un¬ 
duly^ for I did find that East Germany 
was not incapable of offering to its 
people ball point pens or other similar 
articles of a quality which could not 
fairly be described as “poor stuff.” 
Perhaps there is a large amount of con-, 
sumer prejudice in East Germany to¬ 
wards domestic products, which is a 
state of mind which must be familiar 
to us in our own country — and the 
explanation, I believe, is that when a 
country is severely limited in its access 
to imports, it does fall into the habit of 
cultivating an exaggerated preference for 
the scarce foreign product. 

Need for Foreign Exchange 

In any case, I do not believe that 
East German industry is incapable of 
producing consumer goods of good 
quality. But it is possible that 
quality production of consumer 
goods for the domestic market is being 
deliberately given a very low place 
in the scheme of things. East Germany 
is in great need of foreign exchange— 
as I had mentioned at an early place. 
A very great and concerted effort is 
therefore being made in that country to 
concentrate resources on production for 
export, with the result that the domes¬ 
tic market has to make do largely 
with the leavings. For instance, nobody 
could criticize the quality of the pro¬ 
ducts of the Carl Zeiss works but most 
of the output of this plant is earmarked 
and sequestered for sale abroad so that 
the domestic consumer has only a very 
restricted access to those products. 

Even more striking is the case of auto¬ 
mobiles. I certainly believe that East 
Germany has all the technical resources 
for manufacturing high quality auto¬ 
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mobiles for its people. But a delibe¬ 
rate decision seems to have been taken 
to impose austerity on the domestic 
car user. As a result, few people in 
East Germany are able to buy a Wart- 
burg. a sturdy family car which has 
lately been greatly improved in appea¬ 
rance and performance, since much of 
the production of this car is being ex¬ 
ported particularly to the Scandinavian 
countries where this automobile is 
stated to have been favourably received. 

I was told that the domestic queue for 
the Wartburg is over two years long but 
a small baby car, the Trafoant, with a 
plastic body, is more freely available 
in the home market. It will readily be 
seen that the East German automobile 
situation and automobile policy have 
lessons for this country. But one moral 
which I would particularly like to un¬ 
derline is the clear-headedness with 
which this problem is being dealt with 
in East Germany. 

Deliberate Discouragement 

The domestic market for private 
automobiles is severely discouraged 
partly because of the urgency of exports 
and partly because it is realised that 
East Germany cannot just now afford 
the diversion of resources from high 
priority to low priority purposes which 
a large domestic use or private auto- 
mobilieswould involve. Consequently a 
decision seems to have been deliberately 
taken to the effect that ft is necessary 
for a large number of people to wait 
for a long time for private automo¬ 
biles. At the same time, from what l 
could find from personal experience, 
cities and towns in East Germany seem 
to be very well served indeed in the 
matter of public transport. In East 
Berlin itself the public has the choice of 
four modes of public transport: buses, 
trams, and underground as well as 
overground local trains. AH these ser¬ 
vices are frequent, tidy and very rea¬ 
sonably priced. Incidentally, the dis¬ 
couragement of private car ownership 
has made for a relatively small incidence 
of traffic on the autobahns in East 
Germany which has involved some 
under-utilization of what must be an 
expensive facility to maintain. As an 
item of topical interest in this country, 
I might mention that the East German 
baby car, the Trabant, despite its plastic 
body, is priced about 8,000 East Marks 
(about Rs. 10.000) which, taken together 
with the relatively high cost of gasoline 
in East Germany, makes private car¬ 
owning an expensive pleasure indeed 
in the German Democratic Republic, 

From what I have said here, it would 
seem to follow that one of the major 
explanations for consumption standards 
in East Germany not being as high as 
they might otherwise be is the high 
priority given to exports. Another 
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equally important reason is that the fo¬ 
reign exchange stringency has* the effect 
naturally of imposing on East Germany 
an austerity programme with regard to 
imports. The price of coffee, for ins¬ 
tance, is very nigh because the import 
of coffee is severely restricted. Similar 
is the case of tobacco. This also ex¬ 
plains why many people in East Ger¬ 
many must regret that they cannot 
treat themselves to imported luxuries, 
such as cheap Japanese transistors or 
good quality Swiss watches as liberally 
as, for instance, the people in West 
Germany could. I believe that, only 
over a period, after East Germany has 
succeeded in developing its industrial 
production for export considerably 
further, it will be in a position to build 
up consumption standards at home both 
in depth and in breadth with the assis¬ 
tance as much of imported consumer 
goods as of domestically produced con¬ 
sumer goods. 

Meanwhile, appreciation is certainly 
due to the tremendous foreign trade 
effort which East Germany is making. 
It is worth remembering in this context 
that East Germany is as keen on selling 
to as it is keen on buying from countries 
such as ours Indeed, a complaint I 
often heard in East Berlin and elsewhere 
in the German Democratic Republic 
was that this country does not seem to 
be sufficiently interested in pushing 
its wares into the East German mar¬ 
ket. It is pointed out that the inter¬ 
governmental trade agreements between 
the two countries could yield greater 
fruit if we on our part put’ in as much 
effort as the East Germans make on 
their part to promote mutual trade. 
The absence of any kind of an Indian 
trade office or other trade represen¬ 
tation in East Germany is being 
adversely commented upon. My own 
impression is that in the area of trade 
with East Germany, meaning both buy¬ 
ing and selling, the Indian Govern¬ 
ment and the Indian business commu¬ 
nity could certainly show more initiative 
and enterprise than cither has displayed 
so far. Perhaps the spring fair at Leip¬ 
zig in the new year could be a suitable 
occasion for intiating a larger exchange 
of commerce between the two count¬ 
ries. 

The Balance-Sheet 

To conclude,the German Democratic 
Republic, which has a population less 
than a third of that of the Federal Re¬ 
public of Germany and is vastly inferior 
in natural, particularly mineral, re¬ 
sources, seems, after a number of false 
and fumbling starts, to have succeeded 
reasonably well in building its indus¬ 
trial and general economic base. East 
Germany, in fact, claims to be the 
tenth in industrial production among 
the countries of the world. Whether 


its social, economic and political sys¬ 
tem has been an advantage to it or a 
handicap in its quest for progress and 
welfare is a point on which there is 
bound to be disagreement. My view, 
♦or what it is worth, is that if East 
Gerthany has done moderately well in 
the economic sphere, it is in spite of 
rather than because of its economic 
ideology or political order. What seems 
to have mattered is the basic German 
character of realism, resourcefulness, 
hard work and discipline. Added to 
this the fact that science and technology 
have placed effective means of econo¬ 
mic progress in the hands of orga¬ 
nised communities with a background 
of industrialization. 

Consumption Improving 

There is, again, a basic undercurrent 
of social will and popular pressure in 
most communities today which make it 
virtually impossible for the fruits of 
economic progress not to be widely 
shared sooner or later. In East Ger¬ 
many certainly there is clear evidence 
that both public and private consump¬ 
tion are improving. Wherever I went I 
found individuals as well as groups, 
grown up people as well as children, 
going to work or spending their leisure 
hours more or less normally, more or 
less freely. 

This is not to deny cither the 
totalitarian character of the East 
German polity or the authoritarianism 
of its economic system. All that I am 
suggesting is that the police states of 
today do seen) to have achieved a very 
large degree of sophistication. Even at 
Check Point Charly, where I crossed 
over from East Berlin into West Berlin 
on my departure from the German 
Democratic Republic, and •Where the 
State was represented by the passport 
and the customs officials — who are 
always and everywhere among the 
crudest representatives of governmental 
authority — I must confess that such 
rigour as there was seemed to be dic¬ 
tated more by the German Democratic 
Republic's dire need to protect its fo¬ 
reign exchange than by its anxiety to 
protect its political existence. It is sad 
but true that only those governments 
can afford to be reasonably relaxed at 
their frontiers as have comfortable 
trade and balance of payments sur¬ 
pluses; and it is necessary to add that I 
experienced no more discomfort at 
Check Point Charly than at Santa 
Cruz Airport, which is to say that it 
was all very much in the day's business 
and East Germany — Check Point 
Charly and all — was by and large a 
rewarding experience. 

The following tables, taken from a 
West German source, claim to relate to 
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mid-1963. Table I, is based on hourfy 
wages of DM 2.85 in East Germany and 
DM 3.75 in West Germany. 

Table I 

PURCHASING POWER OF 
WORKING TIME 


Working time 

West 

East 

necessary to 

(hours/ 

(hours/ 

buy 

minutes) 

minutes) 

Milk, 1 litre 

White bread, 1 

*/ 7 

-/I4 

kg 

-/21 

*/21 

Eggs, 10 

-/37 

1/18 

Pork chop, 1 kg 

1/58 

2/48 

Butter, I kg 

1/56 

3/30 

Margarine, 1 kg. 
Oranges, 1 kg. 

-/36 

1/22 

-129 

1/45 

Chocolate, 100 gr. 

-no 

1/21 

Coffee, 1 kg. 
Ladies stockings, 

4126 

28/4 

1 pair 

-144 

4/4 

Men’s shirt 

Men’s shoes 

5/29 

11/56 

(leather) 

Refrigerator (115- 

8/27 

18/31 

120 litres) 

21/44 

543/52 

Vacuum cleaner 

57/ 4 

82/27 

Television set* 

242/24 

578/57 

Motor car** 

1,328/00 

5,157/54 


*GDR: 53-cm-screen; Federal Re¬ 
public: 59-cm-screen. 
**GDR: Wattburg 99 ccm; Federal 
Republic: VW Export 1,200 
ccm. 

Table II 


OWNERSHIP OF DURABLE 
CONSUMER GOODS 


Of 100 households 
own a: 

(end of 1963) 

West 

East 

Refrigerator 

54 

16 

Washing machine 

36 

18 

Television set 

49 

38 

Radio set 

98 

91 

Sewing machine 

57 

44 

Motor car 

27 

6 


Table III 

PRODUCTION OF CONSUMER 
GOODS 


Production per 


1,000 inhabitants 

West 

East 

(1963): 

Motor cars 

39.5 

4.9 

Mopeds 

1.7 

7.9 

Electric stoves 

14.9 

3.3 

Vacuum cleaners 

21.1 

20.7 

Washing machines 

18.7 

14.9 

Television sets 

34.7 

33.8 

Leather shoes 

(pairs) 

1,742 

1,612 
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Top Achievements on international 
Scale-Offer of the GPR Machine Tool 
Industry From the WMW Production 
and Performance Programme 


Numerically Controlled External Cyli¬ 
ndrical Grinding Machine SA 3l5x 
1000 NC-a product of the WMW 
productive enterprise VEB Werkzeu- 
gmaschinenkombinat “7. Oktober", 
Berlin, Kombinatsbetrieb Karl-Marx 
Stadt 

-Optimum adaptability to production 
through five variants in various 
degrees of automation 
-Table positioning through 8-track 
punched tape and pneumatic 
scanning 

-Plunge-cut and longitudinal grin¬ 
ding operation can be programmed 
in any sequence 

-Electro-mechanical wheelhead 
positioning according to a displa¬ 
cement measuring system 
-Digital putting in of the measured 
value desired for all decade swit¬ 
ches co-ordinated with grinding 
seats 

-Programmed withdrawing of the 
measuringhead at steadyrest ope¬ 
rations during table displacement 
We shall be pleased to send you 
detailed literature. 

Please let us know the WMW pro¬ 
ducts you are interested in. 

Our experts will gladly assist you 
with your production problems. 



Exporter: 



WMW Export-Import 

Volkseigener Aussenhandelsbetrieb der 
Deutschen Demokratischen Republik-Werk- 
zeugmaschinen und Werkzeuge DDR 104 
Berlin, Chausseestr 111 
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BLUE STAR 


Please address your enquiries to 


CALCUTTA: 7 Hare Street 

JAMSHEDPUR: IB Kaiser Bungalow. Dindli Road 
KANPUR:l4/40 Civil Lines 


EASUN ENGINEERING CO. LTD. 

5-7 Second Line Beach, Madras-1 
Branches: 

23, Kasturi Bldg., J. Tata Road, 
Bombay-1. 

Jeevantara, 5, Parliament Street, 
New Delhi-1. 

20, A, Camac Street, Calcutta-16. 
(For Non-Cutting Machines) 


SQVtfUNl 
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Registered with the Registrar 
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Constant dropping wears the stone. But this drop doesn’t. 


it contains the basic substance for many 
organic chemicals which we export, such as — 
inorganic Chemicals • Organic Chemicals • 
Mineral Oil and Tar Products • Odoriferous 
Matters • Flavours • Essences • Household 
Chemicals # Soaps, Candles • Cosmetics • 


Plant Protectives and Pesticides • Special 
Chemical and Technical Products • Varnishes 
and Colours • Organic Colours • Processing 
Agents for Textile and Leather Industries# 
Plastics and Plastic Products # Rubber and 
Asbestos Products • 


Our range of products is all round. Just like this drop. 
If you want to know more about it, drop us a line. 
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Historically the Nobel Prize has been 
a recognition, often belated, of a reci¬ 
pient’s achievements. It is characteris¬ 
tic of Willy Brandt’s civilised self that 
he should have received the Nobel Prize 
for Peace not as an award for services 
already rendered by him to the inter¬ 
national community, but as an honour 
which he should try to “make myself 
worthy of”. There is something pecu¬ 
liarly appealing in the fact that a people 
who, only a generation ago, saw a 
number of their then political or mili¬ 
tary leaders hanged as war criminals, 
should have ascended so surely and 
swiftly up the ladder of History, that the 
man who is the head of their govern¬ 
ment today finds himself deservedly 
acclaimed as an architect of world 
peace. 

Even as Prof. Erhard had rehabili¬ 
tated the economy of the Federal Re¬ 
public of Germany, Mr Willy Brandt 
has rehabilitated his country in both 
moral and political terms. To him must 
go the credit for realising that, if the 
international community is to live down 
its memories of the last world war, 
Bonn’s foreign policy could not be 
content with anything less than the 
objective of achieving total peace from 
which no country with whom Germany 
had fought in the last war could or 
should be excluded. By directing his 
vision beyond the coniines of regional 
security pacts, which only breed ten¬ 
sions across uneasy frontiers, Mr Brandt 
has served the European Cause parti¬ 
cularly well by setting in motion a pro¬ 
cess which may in due course take the 
entire continent out of a game the name 
of which is the so-called ‘balance of 
power'. 

It is true that the West German 
Chancellor's ostpolitik has its critics 
both at home and abroad and, so long 
as the German nation remains divided 
into two sovereign states, Mr Brandt's 
policy of detente and reconciliation 
with the USSR or communist east 
Europe would continue to be on trial 
so far as a large number of his fellow- 
citizens are concerned. Nevertheless 
it will be always held in his favour that 
he has shown that statesmanship must 
and can find answers both for ancient 
grievances and current conflicts of 
interest. WC, in this country, have 


good reason to be pleased with the 
distinction that has been conferred on 
the West German Chancellor by the 
Nobel Committee. Under its leadership 
Bonn’s appreciation of the grave issues 
and problems facing us has not only been 
conspicuously correct but very consi¬ 
derably helpful. A truly liberal spirit 
is one which is not limited to the ur¬ 
gency of the immediate environment 
but is able to project itself into the far 
reaches of a wider world. Mr Willy 
Brandt is a true liberal. 


While the people of the Federal 
Republic of Germany celebrate a proud 
moment in their national life, it is 
indeed an irony of whimsical history 
that the Japanese people, who were 
allied to them in the last world war, 
should have been made to feel afresh 
the pain and humiliation of a past that 
they have been valiantly striving to 
bury. While Britain and western Eur¬ 
ope generally seem to have concluded 
that the German people had paid their 
blood debt at Nuremburg, there are 
apparently sections of people in those 
countries who are not prepared to dis¬ 
miss from their minds, in the same spirit 
Japan’s wartime record. The Insults 
offered or unpleasantness caused to 
the Emperor of Japan and the Empress 
while they were in the United King¬ 
dom and, later, in The Netherlands 
inevitably had some obvious and ugly 
implications in terms of the larger 
issue of the European attitude to Asian 
peoples. 

It is true that Japan’s military forces 
were guilty of many atrocities in the 
Pacific theatre during the war but, 
then, which country in the world had 
fought in that war or has been fighting 
since according to the Geneva Con¬ 
vention. 1 am not trying to defend the 
infamous outrage of the Burma Road, 
but then why should I hesitate to 
point out that neither Britain nor any 
other colonial power of Europe has so 
clean a history of relations with helpless 
populations that it can aflord to throw 
a stone, not to speak of the first stone, 
at the military record of the Japanese 
or anybody else? 

It is at least on the credit side of the 


Japanese ledger that 1 ojo and Yama- 
shita were hanged while the Japanese 
nation itself was hurled into the hell-fire 
of Hiroshima and Nagasaki. The des¬ 
truction of Dresden however has not 
been paid for, while My Lai has been 
white-washed in a manner which has 
retrospectively stripped Nuremburg 
of all ethical significance. After Viet¬ 
nam, Biafra, Bangla Desh or Ulster, is 
there room at all for any country or 
any people lo set itself or themselves 
up as righteous judges of other peoples’ 
national sins of commission and omis¬ 
sion, however atrocious those sins 
might have been in their time? In any 
case, if any section of the British people 
had felt that its conscience did not 
permit it to reconcile itself to the so¬ 
journ of Emperor Hirohito on the soil 
of Britain, it could more properly have 
directed its ire at its own government 
which had decided to play host to the 
visitor from Japan. 


A few days ago there was a ‘fight' 
leader in The Times of India on the cur¬ 
rent American craze for “the water 
bed*". On the following day, the same 
paper carried a ‘light’ leader on Maurice 
an E.M. Forster novel posthumously 
published a few weeks ago. As [ went 
through these engagingly written pieces, 
it all seemed somehow familiar—I did 
not mean the water-bed or the novel. 
Those turns of phrase and, indeed, 
those entire sentences. Had 1 read them 
anywhere else before? I sent for our 
office file of The Guardian and there it 
was. Or, rather, there they were. In 
the issue of October 6 was featured a 
descriptive reporting of “The Pleasure 
Pit” which is the same as The Times of 
India s “Liquid Luxury”, otherwise the 
“water-bed”. In the issue dated Octo¬ 
ber 7, there was a review of Maurice. 
T he Guardian s reporter as well as the 
reviewer seemed to have anticipated, 
in letter and spirit, The Times of India's 
leader pages. As a fairly diligent reader 
of 7he Guardian , which is my favourite 
foreign newspaper, I am happy to find 
that there is or are on the editorial 
staff of The Times of India some one or 
more than one who is or are equally 
diligent and far more purposeful in his 
or their study of this newspaper. 

V.B* 
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Trade 


ORDINANCES ON NEW LEVIES 

The president promulgated on Octo¬ 
ber 22, 1971, three ordinances im¬ 
posing a series of levies from Novem¬ 
ber 15 “as a temporary measure" to 
meet the financial burden caused by 
the influx of refugees from Bangla 
Desh* The special tax relates to railway 
fates, postal articles, newspapers and 
bills of exchange. Under one of the 
ordinances, a 5 per cent tax on railway 
passenger fares of Re one and above will 
be imposed. The levy will not, however, 
apply to fares of less than Re one or to 
season tickets where the fare of a single 
journey is less than Rc one. The second 
ordinance imposes a tax of live paise on 
all postal articles other than postcards 
and registered newspapers. The tax 
on postal articles will also cover tele¬ 
grams and money orders. Under the 
third ordinance, there will be an addi¬ 
tional duty of 10 paise on bills of ex¬ 
change, promissory notes, bills of lad¬ 
ing, letters of credit, policies of insur¬ 
ance, transfer of shares, debentures, 
proxies and receipts as well as an excise 
duty of two paise on newspapers and 
other periodicals. It was officially stated 
that action is being taken separately to 
impose a five per cent surcharge on 
internal air travel. The total yield from 
the central measures and similar meas¬ 
ures the states arc expected to adopt is 
anticipated to be of lire order of Rs ?0 
crores in a full year. Full text of the 
ordinances is reproduced in the Records 
and Statistics section of this issue. 

COIN MELTING AN OFFENCE 

T he President promulgated on Octo¬ 
ber 22, 1971 an ordinance making it 
an olfence to melt small coins or to 
hoard such coins for the purpose of 
melting them. The ordinance follows 
complaints of acute shortage of small 
coins which were allegedly being melted 
for its metallic values. There is no 
law nt present which prevents the 
melting ot coins or hoarding them for 
melting purposes. The government has 
taken several steps to increase the pro¬ 
duction of small coins. 

FRENCH ECONOMIC MISSION 

The high-level French economic 
mission, which visited this coun¬ 
try recently, held discussions here 
with the union Foreign Trade 
Minister, Mr L.N. Mishra. The Fo¬ 
reign Trade Minister is understood to 
have stressed that the current 
level of indo-Fiench trade was 
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very small in relation to the potentia¬ 
lities. It was his firm view that, 
in the context of the extremely 
happy political and economic relations 
between the two countries, Indo-French 
trade could be stepped up many 
fold. In this connection, Mr Mishra 
also referred to the need for increasing 
India’s exports to France particularly 
of non-traditional items. The leader 
of the French delegation, Mr Bizot, 
in his remarks, agreed completely with 
the Foreign Trade Minister’s sugges¬ 
tions. Fie said that his delegation was 
interested in maximising trade and 
economic co-operation between the two 
countries. 

The mission also held discussions 
with the government officials, the Indian 
Investment Centre and the Federation 
of Indian Export Organisations and 
FICC1, The mission indicated 
interest in export-oriented industries 
and in joint ventures in third 
countries. The mission agreed that the 
French market could be cultivated for 
a wide range of manufactured products 
and advised exporters to study the Fren¬ 
ch markets and adapt the products to 
suit the requirements of French impor¬ 
ters and consumers. During discussions 
with the FICCi it was explained that 
the items manufactured here compared 
favourably with those manufactured in 
Europe and elsewhere in terms of price, 
quality and specifications. Some of the 
items identified included automobile 
ancillaries, electronics, bicycle and bi¬ 
cycle parts, electrodes, dry batteries, 
forgings and castings, electric lamps 
and fittings, machine toots, air com¬ 
pressors, components and parts of 
diesel engines, besides many tradi¬ 
tional products. It was explained that 
the capacity of this country to 
import more and more sophisticated 
items from France would improve only 
if France made larger purchases from 
India. 

JOINT VENTURES ABROAD 

The Federation of Indian Cambers 
of Commerce & Industry released re¬ 
cently a study on Indian Industrial 
Joint Ventures Abroad. It stated that 
the union government had approved by 
July 31, 1971 industrial projects which 
were to be set up abroad with Indian 
collaboration. Of this, 28j>rojeets had 
already gone into production and as 
many as 60 were in the various stages 
of implementation and the balance 37 
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joint venture scheme had altogether 
been abandoned without implementa¬ 
tion for one reason or the other. These 
projects; were to be Set up in a score of 
countries mostly in the developing 
countries of Asia and Africa, Some of 
joint venture projects had also been 
undertaken to be established in highly 
developed countries of west Europe 
and North America. 

The study points out that * ‘these pro¬ 
jects encompass a wide range of indust¬ 
ries, from cotton and woollen textiles 
and food canning to a variety of en¬ 
gineering goods including sewing ma¬ 
chines, electric fans, dieseJ engines, 
trucks, scooters, automotive parts, 
radio, air-conditioners and cooilers, 
re-rolling mills, electric motors and 
transformers. Joint venture units are 
also being set up for items such as 
pharmaceuticals, paper and pulp, cork 
products, builders hardware, steel fur¬ 
niture, safety glass, hose pipes and ce¬ 
ment. The vast spectrum of industries 
covered is indicative of the dynamism 
and maturity of the Indian economy 
and the confidence that has been re¬ 
posed by the countries who have 
sought Indian collaboration. 

“The countries where such Indian 
industrial collaborations are initiated 
are many and widespread. In the conti¬ 
nent of Africa, they include Ethiopia, 
Ghana, Kenya, Libya, Mauritius, Ni¬ 
geria, Togo, Uganda and Zambia, In 
Asia, countries having Indian collabo¬ 
ration are Afghanistan, Ceylon, Indo¬ 
nesia, Malaysia, Philippines, Singa¬ 
pore, Thailand. In Latin America, there 
is only one joint venture project and that 
is in Columbia. In the developed coun¬ 
tries of west Europe and north America, 
projects with Indian collaboration have 
been set up in USA, Canada, UK, West 
Germany and Ireland. The fields in 
which such joint ventures have been 
initiated and undertaken by the Indian 
entrepreneurs in these advanced count¬ 
ries include oil engines, hardboarcL as¬ 
bestos cement, nylon bristles, textiles 
and light engineering goods. Despite 
the vast array of industries covered 
and a large number of countries in¬ 
volved, Indian investment in all the 
sanctioned projects when completed, 
will be only Rs 17.8 crores. Indian in¬ 
vestment in the projects under produc¬ 
tion and under implementation works 
out to be at Rs4.50 crores and Rs 9.8 
crores respectively." 

BOAC’s BOEING 747 

BOAC has introduced Boeing 747 
flights twice a week from Delhi to Lon¬ 
don on Saturdays and non-stop to 
Hong Kong on Sundays. The giant 
jet has five spacious cabins, each indivi¬ 
dually furnished to look and feel like 
a luxurious sitting room. It has ample 
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galleys to serve hot meals quickly, baby 
bars for hungry babies, and a separate 
section for non-smokers. 

TRADE WITH YUGOSLAVIA 

India and Yugoslavia have agreed 
to take steps to increase the volume of 
trade between the two countries and 
make the , maximum use of the mecha¬ 
nism of industrial co-operation towards 
this end. An Indo-Yugoslav Commis¬ 
sion, which is already inexistence, will 
meet early next year with concrete pro¬ 
posals in this regard. This was decided 
when Dr Anton Vralusa, member of 
the Federal Executive Council of Yugo¬ 
slavia, met Foreign Trade Minister, 
Mr L.N. Mishra, recently in New Delhi. 
Another area of agreement was that 
the two countries should go ahead 
expeditiously with the setting up of 
joint ventures in third countries. Cer¬ 
tain preliminary proposals have been 
under consideration for some time and 
these will be finalised when the joint 
commission meets next year. The two 
countries also agreed on the necessity 
to preserve the unity of the Group of 
“77” (developing nations) to achieve 
meaningful results at the third 
UNCTAD Conference to be held at 
Santiago in April 1972. Hitherto the 
tripartite economic co-operation agree¬ 
ment was between India, Yugoslavia 
and Egypt. It was decided that Syria 
and Libya, the new constituents of the 
Arab Republic, should be invited to 
join the group. 

CAPITAL ISSUES: PRIOR CONSENT 

The union government has amended 
the Capital Issues (Exemption) Order, 
1969, with effect from October 1. All 
issues of securities by companies re¬ 
gistered under Section 26 of the Mono¬ 
polies and Restrictive Trade Practices 
Act, 1969, have now been removed from 
the purview of the Capital Issues (Exem¬ 
ption) Order, 1969, and as a conse¬ 
quence require prior consent of the 
Controller of Capital Issues (Control) 
Act, 1947. Issue of debentures by pub¬ 
lic limited companies of amounts ex¬ 
ceeding Rs 25 lakhs will now require a 
specific consent under the Capital 
Issues (Control) Act, 1947, and is no 
longer covered under Clause 4 (IV) 
of that order. Proviso 2 to Clause 5 
of the Capital Issues (Exemption) Or¬ 
der, 1969, has been amended making 
it mandatory on the part of companies 
who submit their statement of pro¬ 
posals to the Controller of Capital 
Issues to obtain an acknowledgement 
from the Controller of Capital Issues in 
a form specified by him. 

TRADE WITH U.A.R. 

The deadlock in the India-Egypt trade 
was broken recently with the signing of 
a protocol. The protocol came after 


agreement was reached on solution of 
outstanding problems in respect of past 
contracts. The new protocol for 1971- 
72, which will replace the one that had 
expired on June 30 this year, was signed 
on behalf of India by the Special Sec¬ 
retary in the Ministry of Foreign Tiadc, 
Mr Mohd Yunus. Mr Abdul Hamid 
Shalaby, Under Secretary of State in 
the Ministry of Economy, signed for 
Egypt, 

EXPORTS UNDER G.S.P. 

The union government has already 
authorised the following organisations 
and their regional offices to issue the 
prescribed Certificates of Origin re¬ 
quired in respect of exports to the mem¬ 
ber-states of the EEC and Japan under 
the Generalised System of Preferences: 
Export Inspection Council, Central 
Silk Board, Coir Board, Textile Com¬ 
missioner (Textiles Committee), All- 
India Handicrafts Board, Jute Com¬ 
missioner and Chief Controller of Im¬ 
ports and Exports or (officers in charge 
of export promotion work). The Gene¬ 
ralised System of Preferences under 
which tariff concessions to developing 
countries have been extended by these 
developed countries, require the export¬ 
ing parties to furnish a Certificate of 
Origin to qualify for the preferential 
treatment under the GSP. The pres¬ 
cribed forms of Certificates of Origin 
are also available with these organisa¬ 
tions. 

The member-states of the EEC had 
introduced the GSP with effect from 
July 1, 1971. lliey have permitted ex¬ 
ports from the beneficiary countries 
without the Certificates of Origin up to 
December 33, 1971, provided the Certi¬ 
ficates of Origin as prescribed under the 
GSP are furnished later on. Japan had 
introduced the GSP from August 1, 
1971. As in the case of EEC, Japan 
has also permitted exports from the 
beneficiary countries without Certificate 
of Origin up to November 30, 1971, 
provided the relevant Certificates of 
Origin are submitted to the customs 
authorities of these preference-giving 
countries at a later date. 

TAX ON FARM LAND 

The specially constituted Bench of 
seven judges, by a majority of four to 
three, in three separate judgments, 
upheld the validity of Section 24 of the 
Finance Act, 1969, in so far as it amend¬ 
ed the Wealth Tax Act, 1957, to include 
the capital value of agricultural land 
for the purpose of computing net 
wealth. The court accordingly allowed 
the appeal by the Union of India against 
Mr H.S. Dhilion. The Chief Justice, 
Mr S.M. Sikri, who delivered the ma¬ 
jority judgment on behalf of himself, 
Mr Justice S.C Roy and Mr Justice 


D.G. Paiekar said that the scheme of 
the constitution and the actual terms 
of the relevant articles, namely Article 
246, Article 248 and 1 ntry 97 List I 
showed that any matter, including tax* 
which had not been allotted exclusive¬ 
ly to the state legislature* under List 
II concurrently with Parliament 
under List III fell withm List I including 
Hnirv 97 of that list read with Article 
248.' 

EXCISE DUTY VS. SALES-TAX 

The National Council of Applied 
Economic Research has favoured 
continuance of the current system of 
excise duties on tobacoo, sugar and 
textiles. The council's report con¬ 
taining measures for rationalisation 
and simplification of Ihe sales tax sys¬ 
tem and its administration, having re¬ 
gard to the revenue requirements of the 
state governments and the need for mini¬ 
mising evasion and avoidance of tax 
was released recently. Its major re¬ 
commendations include transfer of 63 
commodities from the mu Hi-point to the 
single-point tax system. The council 
has suggested that the system of single¬ 
point taxes is preferable to multi¬ 
point on grounds of administrative sim- 
plicityand easy tax compliance of those 
commodities whose production and 
distribution are centralised. 

The council, however, has under¬ 
lined the reluctance of the state govern¬ 
ments to co-opcrate in the extension of 
sales tax to other commodities of 
mass consumption on account of the 
“grossly inadequate" compensation be¬ 
ing made available to them and has 
recommended liberal, even generous 
policy regarding the making up of 
the potential loss of revenue to the 
states. Such a policy should be con¬ 
ceived in broad terms and not confined 
to meticulous accounting procedures. 

NEWS IN THE NEWS 

Mr S,K. Kook a, presently Air- 
India's Commercial Director, will be 
the first Chairman of Air-India’s subsi¬ 
diary charter company to be named 
Air-lndia (Charters) Ltd. 

The union government has appointed 
Mr A,E. Faiziillabhoy of the Oriental 
Chamber of Commerce, Calcutta, as 
Chairman of the Reviewing Sub-Com¬ 
mittee of the Central Advisory Council 
of Industries. He takes the place of Mr 
Dev Kant Barooah. 

Mr Rudolph Peterson, US banker and 
expert on international economic aid, 
has been nominated by the UN Sec¬ 
retary-General U Thant, to succeed Mr 
Paul G. Hoffman as administrator 
of the UN Development Programme 
(UNDP). 
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Company Affairs 


CENTRAL INDIA MACHINERY 

Central India Machinery Mfg. Co. 
Ltd, Birlanagar (Gwalior), has shown 
better results during the year ended 
March 31, 1971, with the gross profit of 
R$ 47.06 lakhs, as against last year’s 
Rs 12.00 lakhs. Sales of the company 
have gone up from Rs 744.66 lakhs to 
Rs 844,28 lakhs. A sum of Rs 41.00 
lakhs has been transferred from gene¬ 
ral reserve to profit & loss account. 
Thus the available surplus in the hands 
of the directors was Rs 88.06 lakhs, out 
of which the company has provided Rs 
76.48 lakhs being the arrears of depreci¬ 
ation for the last three years, Rs 75,000 
for development rebate reserve, Rs 2.91 
lakhs for provision for doubtful debts 
and after setting off the carried forward 
losses of past years amounting to Rs 
7.77 lakhs there remained a surplus 
of Rs 14,000 only. The company 
could not provide depreciation for 
the year ended March 31, 1971, 
owing to insufficient surplus; as 
such no dividend on ordinary and 
preference shares could be recommen¬ 
ded. The company expected better re¬ 
sults in the current year. 

DEMPO STEAMSHIP 

Dempo Steamship Ltd has recorded 
improved results for the year ended 
March 31, 1971, due to addition of 
fleet employed and also due to the 
worldwide boom which prevailed in 
the international freight market. The 
gross freight and charter hire earnings 
of the company increased from Rs 3.06 
crores to Rs 5.58 crores. After providing 
Rs 93.54 lakhs for depreciation and Rs 
1.03 crores for development rebate re¬ 
serve the net profit for the year was Rs 
41.19 lakhs as against Rs 12.23 lakhs 
for the previous year. General reserve 
received Rs 41 lakhs. The directors 
proposed to maintain the equity divi¬ 
dend at 10 per cent which would absorb 
Rs 10 lakhs. The company has already 
finalised its expansion programme. 

UNIT TRUST 

Mr R.S. Bhatt, Chairman, Unit Trust 
of India, pointed out in his annual state¬ 
ment that during its seventh year of its 
operation, year ended June 30, 1971, 
the Trust declared distribution of eight 
per cent to unit holders which was 
highest so far and compared favourably 
with 7.2 per cent paid in the preceding 
year. The year marked an improve¬ 
ment in the income of the trust which 
amounted to Rs 8.4 crores as against 


Rs 6.28 crores during the previous year. 
Sale of units during the year at nearly 
Rs 18 crores was lower than the record 
level of Rs 22.83 crores in the previous 
year. This was explained by Mr Bhatt 
as a possible outcome of general harde¬ 
ning of interest rates, increase in inte¬ 
rest rates in rival channels of investment 
and of the change in the scheme of tax 
concessions introduced last year. Mr 
Bhatt pointed out that nearly the entire 
investment in units during the year was 
by individuals who accounted for Rs 
17.63 crores. 

Mr Bhatt revealed that total invest¬ 
ment of the Trust as on June 30, 1971. 
amounted to Rs 105.14 crores as com¬ 
pared with Rs 88.18 crores at the end of 
the previous year. He added that the 
trust participated in the underwriting 
of 16 issues to the extent of Rs 3.05 
crores during 1970-71 as compared with 
21 issues totalling Rs 9.69 crores in the 
previous year. He stated that the capital 
market by and large remained sluggish 
during the year and the total capital 
issue amounted to Rs 50 crores as 
against Rs 80 crores during the previous 
year. In the stock market also the share 
prices started sliding down after Sep¬ 
tember 1970. The slump in the market, 
he added, had its impact on the market 
value of the Trust’s investments on June 
30, 1971, which in relation to their book 
value showed a reduced appreciation 
of 7.5 per cent as against 9.6 per cent 
at the end of the previous year. 

The Unit Trust continued its efforts to 
popularise units as a medium of invest¬ 
ment in the countryside. gThe Trust’s 
agency force was further expanded; the 
number of approved agents at the end 
of the year stood at 2,756 as against 
2,303 in the previous year. Besides the 
Trust’s various offices, units continued 
to be on sale at over 10,000 branches of 
the leading banks throughout the coun¬ 
try and at about 18,000 post offices. 
The Trust’s reinvestment plan 1966 
recorded further progress during the 
year. Sale of units under the voluntary 
savings plan 1969 during the year 
amounted to Rs 1.58 lakhs. The 
children’s gift plan launched by the 
Trust on July 1, 1970 also made a pro¬ 
mising beginning. The unit linked 
insurance plan was also finalised during 
the year under review, stated Mr Bhatt. 

LICENCES & LETTERS 0F INTENT 

The following licences and letters of 
intent were issued under the Industries 
(Development and Regulation) Act 


1951, during the two weeks ended May 
29, 1971. The list contains names and 
addresses of the licensees, articles of 
manufacture, types of licences—New 
Undertaking (NU); New Article 
(NA); Substantial Expasion (SE); 
Carry on Business (COB); Shifting— 
and annual installed capacity. 

LICENCES ISSUED 
Iron and Steel 

M/s The Tata Iron and Steel Co Ltd, 
Bombay House, 24-Bruce St, Fort, 
Bombay-I. (Adityapur-Bihar)—1. Sili- 
co-manganese and high carbon spring 
steel ingots 20,000 tonnes p.a. 2. Low 
alloy steel ingots—10,000 tonnes p.a. 
(COB). M/s Bhartia Electric Steel Co 
Ltd, 1 & 2, Old Court House, Comer, 
Calcutta-1. (West Bengal)—Steel cas¬ 
tings—12,000 tonnes p.a.. after expan¬ 
sion (SE). 

Non-Ferrous Industries 

The Indian Standard Metal Co Ltd, 
Tiruvottiyur, Madras-19 (Tamil Nadu) 
—1. Non-ferrous alloys—120 tonnes 
p.a. 2. Die castings—80 tonnes p.a. 
(COB). 

Fuels 

M/s Savita Chemicals Private Ltd, 
231, Dadabhoy Naoroji Road, Bom¬ 
bay-1. (Bombay—Maharashtra)—1. Li¬ 
quid Paraffin heavy IP/BP/USP—1,000 
tonnes p.a. 2. White mineral oils USP 
—1,000 tonnes p.a. 3. Technical white 
oils—3,000 tonnes p.a. 4. Petroleum 
jellies—3,000 tonnes p.a. 5. Petroleum 
sulphonates natural—1,500 tonnes 
p.a. 6. Transformers oils, Insecticides 
oils etc.,—10,000 tonnes p.a. (NU). 
M/s New Eularitand Colliery Co, P.O. 
Nawagarh, Distt. Dhanbad (Bihar) 
(Bihar)—Coal—10,000 tonnes p.a. 
(COB). 

Transportation 

M/s Avon Cycle (P) Ltd, Industrial 
Area-B, Ludhiana-3 (Ludhiana—Pun¬ 
jab)—(1) Complete Bicycles—3,30,000 
Nos. p.a. (2) Brake sets—2,60,OCX) Nos. 
p.a. (3) Chain wheel crank sets— 
2,60,000 Nos. p.a. (4) Mudguards— 
2,60,000 pairs p.a. (5) Forks—2,60,000 
Nos. p.a. (6) Handle Bars—2,60,000 
Nos. p.a. (7) Saddles—2,60,000 Nos. 
p.a. (8) Paddles—2,60,000 pairs p.a. 
These bicycles components are in addi¬ 
tion to these which are required in 
the manufacture of complete bicycles. 
(COB). 

Industrial Machinery 

M/s Turner, Hoare Sc Co Ltd, Waveli 
House, 15, Graham Road, Ballard 
Estate, Bombay-33 (DD). (Mahara¬ 
shtra)—K. I. Hydro Pneumatic Ash 
Handling Plant—2 Nos. to 5 Nos. 
depending on the size of plant accord- 
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ing to the electricity boards specificat¬ 
ions p.a. (NA). M/s A. Stock & Co 
Ltd, 8, Garagacha Road, Calcutta-27 
(Calcutta—West Bengal)—1. Water 
Treatment Plant. 2. Equipment for 
Chemical and Pharmaceutical Indus¬ 
tries. 3. Dryers. 4. Heat Exchangers. 5. 
Pressure Vessels. 6, Storage Vessels and 
7. Mixing machines—Rs 36 lakhs p.a. 
(SE). 

Agricultural Machinery 

M/s Perfect Tractors (P) Ltd. D-79, 
Defence Colony, New Delhi. (Patiula- 
Punjab)—Agricultural Tractors *Han- 
mog’ (32 HP)—5,000 Nos. p.a. (NA). 

Fertilizers 

The Managing Director, Fertilizer 
Corp. of India Ltd, New Delhi (Maha¬ 
rashtra)—Methanol —Expansion from 
the existing capacity of 30,000 tonnes 
to 37,500 tonnes p.a. (SE) 

Chemicals 

M/s Tata Chemicals Ltd, Bombay 
House, Bruce St., Fort, Bombay-1. 
(Mithapur ,OkhamandaI, (Gujarat)— 
Inorganic Bromide -400 tonnes p.a, 
(COB). M/s Alembic Chemical Works 
Ltd, Alembic Road, Baroda-2. (Baroda- 
Gujarat)— Garbary 1 Formulations — 
1,000 tonnes p.a. (COB); M/s Suhrid 
Geigy Ltd P.O. Box No. 48, Wadi, 
Wadi, Baroda. (Ranoli, Gujarat)— 

1. Irgamine, AL, 2. Reserve Salt-G. 
3. Tinolix LW, 4. Belloid TD, 5. Tine- 
gal (V 100%, 6. Erionai NW and 
7. Irgamine SFC Expansion from the 
existing capacity of 1!0.5 tonnes to 
300 tonnes p.a, (SE); M/s Hoechst 
Pharmaceuticals Ltd, Back buy Recla¬ 
mation, P.B. No. 11123, Bombay-20. 
(Bombay-Maharashtra)—E Formulat¬ 
ion based on Thiodan-— 50 tonnes p.a., 

2. Formulation based on Merocide — 20 

tonnes p.a., 3, Formulations based on 
Brossicol--5 tonnes p.a. (COB); M/s 
The Standard Mills Co Ltd, Chemical 
Division, Mafatlal House, Backbay 
Reclamation, P.B. No. 1036, Bombay-. 
(Mahashtra) —1. Caustic Soda- 
expansion from the existing capacity 
of 34.660 tonnes p.a. to 51,990 tonnes; 
2. Chlorine—expansion from the 
existing capacity of 30,024 tonnes to 
45,036 tonnes p.a.; 3. Hydrochloric 

Acid — expansion from the existing 
capacity of 10,560 tonnes to 5,560 
tonnes p.a. (SE); M/s Sarabhai M, 
Chemicals Ltd, Wadi, Wadi, P.O. 
Box No. 80, Baroda. (Gujarat)—1. 
Meruric Iodide, 2, Mercuric Oxide, 3. 
Silver Iodide, 4. FehJing and Benadict 
solutions, 5. Sodium Paratoluene-Sul- 
phinate and PH paper; These items will 
be manufactured within an overall 
capacity of 575 tonnes p.a. of fine 
chemicals covered under the In¬ 
dustrial licence. M/s Tipco—The In¬ 
dustrial Plastic Corporation (P) Ltd, 
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Rajabahadur Mansion, 2nd Floor, 14 
Hamam Street, Fort Bombay-1. (Ma¬ 
harashtra)—Phenolic Moulding mate¬ 
rials—2600 tonnes per annum (COB) 
M/s Union Carbide India Ltd, 5. 
Parliament Street, New Delhi-!. 
(Bhopal-Madhya Pradesh)—Formula¬ 
tions based on Carbary!—350 tonnes 
p.a. (COB); M s A, Maschemijer Jr. 
(India) Privae Ltd, Great South Trunk 
Road, Madras-44. (Tamil Nadu)-(/) 
Musk Amretlc—25 tonnes p.a. (//) 
Musk Xylon - 42 tonnes p.a., (//V) Per¬ 
fumery compounds- 15 tonnes p.a.. 
(n) Musk Ketone- 1.5 tonnes p.a. 
(COB); M/s A. Boake Roberts & Co 
(India) Ltd, St. Thomas Mount, 
Madras-16. (Tamil Nadu) - I. 
Perfumery compounds (non-alcoholic 
perfumery compounds/synthetic Es¬ 
sential oils)—25 tonnes p.a.; 2. Aromatic 
Chemicals. (A) Gcranil No. 1, Citro- 
nella. Gcranyl Acetate, Hydroxycitro- 
nella. Citronellyl Acetate, Geranyi 
Formate 6.7 tonnes p.a.; (B) Citral 
99%, Lononc 100%, Lonone Alpha 
Seta 0.78 tonnes p.a.; (C) Rhodinol, 
Rhodinyl Acetate 0.23 tonnes p.a.; 
(D) Esters Amyl Acetate, Amyl Salicy¬ 
late, Ethyl ^Acetate, Benzyl Cinnamate, 
Benzyl Formate, Amyl Rityrate, Ethyl 
Propionate, Benzyl Ba I icy late. Ethyl 
Butyrate,3.7 tonnes (COB): M's 
Maldies Ltd, Gillandar House, Netaji 
Subhash Rd, Calcutta-1. (Konnagar, 
Distt. Hooghly, West Bengal—Metallic 
Stearates—600 tonnes p.a. (COB). 

Fabrics 

M/s Wintcx Mills, Lai Darwaja 
Vadtal. Devdi Road, Surat. (Surat- 
Gujarat)—-Art silk labrics— Total capa¬ 
city after expansion 23(8 powerlooms. 
(SE); Shri Dincsh Mills Ltd. Padra 
Road, Baroda (Gujarat)—Endless woven 
Felts—Expansion from the existing 
capacity of 78 tonnes to 250 tonnes 
p.a. (SE). 

Cement 

M/s Kesoram Cement, Prop. Kesoram 
Industries and Cotton Mills Ltd, 42- 
Garden Reach Road, Calcutta-24. 
Basantnagar-Andhra Pradesh) - Port¬ 
land Cement—4,50.000 tonnes. (This 
capacity includes 2.5 lakh tonnes for 
existing plant & 2.0 lakh tonnes for 
expansion plant). (COB). 

LETTERS OF INTENT 

Iron & Steel 

M/s Krishna Steel Industries (P) Ltd, 
29-30, Vaswani Mansion, 120, Dinshavv 
Wacha Road, P.B. No.93 A, Bombay- 
20. (Bombay-Maharashtra)—Low cast 
mild steel medium and high carbon 
spring steel, free cutting steel 
billets excluding higher, alloy steel 
billets-—50,000 tonnes p.a. (NA); 
M/s Hyderabad Tools (P) Ltd, 4-1-920, 
Dinabad Estate, Tilak Road, Hydera¬ 
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bad-L (Visakhapatnam-Andhra Pra¬ 
desh)- Ferro Silicon—10,000 tonnes 
p.a. (NU); Shri S. N. AgarwaL Direc¬ 
tor Transport Corporation of India 
(P) Ltd, P-4, New CM. . Road, Cal¬ 
cutta-12 (Mysore)— M. S. Billets— 
50.000 tonnes p.a. (NU): M/s Dates 
Discs (P) Lid, 27-Aurangzeb Road, 
New Delhi. (Ghaziabad-UP) -- High 
Carbon Steel Plates and Strips -9,000 
tonnes p.a. (NA). M/s The Sandur 
Manganese and Iron Ores Ltd, 
“Loluulre Bhawan' , Yeshwant- 
uagar, via Sandur (Bellary Distt), 
(Hospet, Mysore) -Ferro Silicon — 
24,000 tonnes p.a, (NA); M/s Andhra 
Steel Corp. Lid, P-38, India Exchange 
Place, Calcutta-!, (Bangalore-Mysore) 
— Mild Steel Billets - 50,000 tonnes p.a. 
(NU); M/s Shahmar Industries (Pvt) 
Ltd, 25-Gancxh Chandra Avenue, Cal¬ 
cutta-13. (West Bengal) - Various types 
of wires -by a capacity of 4,800 tonnes 
p.a. (i.e. from existing capacity of 
1,050 tonnes to 5,850 tonnes p.a.) 
(SE); M s Andhra Steel Corpn, P-38, 
India Exchange Place, Calcutta-1. (Hyd- 
erabad-Andhra Pradesh)—3,0(H) ton¬ 
nes of special steel wires and 3,000 
tonnes of Galvanised wires p.a, res¬ 
pectively (NU); M/s Sakbry Engg 
Corp C-3, Clive Building. Netaji Su- 
bhas Road, Calcutta (West Bengal)— 
Steel Pipes and Tubes for a capacity of 
22,000 tonnes p.a. (after expanton 
(SE). 

Fuels 

M/s Balmcr Lavvrie & Co'Ltd, 5, 
Graham Road, Ballard Estate, P.O. . 
No. 245, Bomby-1. (Maharashtra)— 
Mind Compound-2000 M.T. p.a. 
(NA*. 

Transportation 

M/s Puyan-Talbros (P) Ltd, 14/1, 
Delhi Mathura Road, Post Amar 
Nagar, Faridabad (Haryana) (Farida- 
bad-Haryanui — Gas Sets -5 crores Nos, 
per annum (after expansion). (SE); 
Shri Vi render Singh, 5/9 Kirti Nagar, 
Industrial Area, Delhi-15 (Delhi)—Aut¬ 
omobile Gears 1.000 tonnes p.a, (NU); 
M/s Federal Sports, 20/i, Asaf Ati 
Road.Now Delhi-1. (Hyderabad-Andhra 
Pradesh)—Chain wheel and cranks— 
13,50,000 sets p.a. (NU): M/s ideal 
Javva (India) Private Ltd, industrial 
Estate, Mysore-2 (Mysore)—250cc and 
50/60 tv motor cycles — 30,000 nos. 
(after expansion) (SE). 

Industrial Machinery 

M/s Slat Textile Engg. Works Ltd, 
’Dhanraj Mahal, Apollo Bunder Road, 
Bombay-1. (Thana-Maharashtra)— 
High Temperature High Pressure 
Dying Machines—22 units p.a. (NA); 
M/s Hein Lehman (India) Ltd, 
Hare Street, Calcutta-!. (Haryana)— 
Industrial Screens —Rs 100 lakhs after 



790 

expansion, p.a. (SE); Wf/s Bertrams- 
Scott (India) Ltd, Ifl, Kimber Street, 
Calcutta-17 (Calcutta- Vest Bengal) 
Complete paper and pulp making plant 
(5.5 metre width)-one jnumber with 
a capacity of 150 tonncs*pei, : day (SE); 
M/s Bharat Pumps Compressors 
(P) Ltd, 1st Floor. Chanakya Bhawan, 
Chanakya Puri, New Delhi-11. (Naim 
UP)—Pumps—for a capacity of 370 
nos. p.a. for a tonnage of 2,800 and in 
value of about Rs 47.5 million (NU); 
M/s Calico Industrial Engineers, 20A, 
Chakala Andheri, Bombay-58. (Bom 
bay-Maharashtra)—Jet Circular Dying 
machines for Knitted fabrics—3 units 
p.a. (NA). 

Machine Tools 

M/s Avalon Engineers (P) Ltd, No. J 
Hayes Road, Bangalore-25 (Bangalorc- 
Mysorc)—Press Tools, Jigs Fixtures, 
Moulds Dies etc.—75 lakhs p.a. (NU); 
M/s Vickers Sperry of India Ltd, Gate¬ 
way Ruldg, Apollo Bunder, Bombay-1. 
(Kandivilli, Bombay) (Maharashtra)— 
Hydraulic Pumps and Valves, Oil Hy¬ 
draulic Equipment and Accessories— 
worth Rs 3 crorcs p.a, (after expansion) 
(SE); M/s Tractors India Ltd, P.O. Box 
No 323, ‘Taralolla Road,Garden Reach, 
Calcutta. (Ghaziabad-UP) —Hydraulic 
Pumps, Hydraulic Motors, Control 
Valves, Auxiliary Valves, Cylinders, Po¬ 
wer Racks—Worth Rs 1 crore p.a. 
(NU). 

Engg. Industries 

Shri P. K. Rajgarhia, B. 104-A, 
Greater Kailash-I, New Dclhi-48. (Har¬ 
yana)—Broaches—3000 pcs. per annum 
(NU). 

Household Equipment 

M/s GrozBeckirt Saboo Ltd. United 
Commercial Bunk Building, Parliament 
Street, New Delhi. (Chanciigarh-Har- 
yana)—Hosiery & Knitting Machine 
Needles—Total capacity of 36 million 
needles (after expansion). (SE). 

Fertilisers 

The Delhi Cloth & General Mills 
Co Ltd, Naaz Building, (Shriram 
Chemicals Kota), 1, Jhandewalan, New 
Delhi-55 (Kota-Rajasthan)—I. Am¬ 
monia—40,000 tonnes p.a. (additional 
capacity) 2. Urea, 90,000 tonnes/ 
annum (additional capacity) (SE). 

Chemicals 

M/s Suhrid Ceigy Ltd, P.B. No. 
48, Wadi Wadi, Baroda-7 (Ranoli- 
Gujarat)—Fumaric Acid—300 tonnes 
p.a. (NA); Shri Jai Narain Arora, 
(Punjab Gases), Nay a Ganj, Hathras 
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(UP) (Dhandari Kalan-Punjab)— 
Oxygen Gas—0.45 million cubic met- 
tres p.a. (NU); Dharangadhran Che¬ 
mical Works Ltd, *NirmaP 3rd Floor, 
241, Baekbay Reclamation, Nariman 
Rd, Bombay-1. (Shapuram-Tamiinadu) 
— Bromine -120 tonnes p.a. (NA); 
M/s Gujarat State Fertilizers Co Ltd, 
P.O. Fertilizer Nagar, Distt Baroda 
(Gujarat)—(/) Nylon chips for mould¬ 
ing powder—1000 tonnes p.a. (//) 
Nylon chips for filament yarn—3320 
tonnes p.a. (NA); M/s Indian Petro¬ 
chemicals Corp Ltd, P.O. Jawahar- 
nagar, Distt, Baroda. (Gujarat)—(/) 
Acrylonitrile —24000 p.a. (//) Hydro 
Cyanic Acid—4,000 p.a., (///) Aceto¬ 
nitrile—400 p.a., (/V) Ammonium 

sulphate —1.600 p.a. (NU); M/s Manw 
Udyog (?) Ltd, Nunhai, Agra-6 (UP) 
—Nylon moulding chips—450 tonnes 
p.a. (NU). 

Drugs & Pharmaceuticals 

M/s Themis Chemicals Ltd, Plot No 
59, Vapi, Industrial Area, Vapi (Distt 
Bulsar), (Gujarat)—Phenyl Butazone— 
50 tonnes p.a. (NU). 

Textiles 

M/s Sabina Woollen Mills D-12, 
Maharani Road, New Delhi-14. (Bihar) 
---Wool tops—(combed wool)—1,5 mil¬ 
lion lbs. p.a. (NU); M/s Shri Dinesh 
Mills Ltd, Padra Road, P.B.No. 65, 
Baroda (Gujarat)—Wool tops (Combed 
wool) 1.0 million lbs. p.a. (SE). M/s 
Oswal Woollen Mill Ltd, Miller Ganj, 
Ludhiana (Punjab) Wool tops (combed 
wool) 2.50 million lbs. p.a. M/s Dhu- 
ruva Woollen Mills (P) Ltd, New' Mill 
Compound LowcrP arel, Bombay-13 
(Maharashtra) —Wool tops (combed 
wool) 1.0 million lbs p.a. (SE); Model 
Woollen Mills, 4-C, Vulcan Insurance 
Building, Veer Nariman Road, Bombay. 
(Maharashtra)— Wool fc*ps (combed 
wool) —1.0 million lbs. p.a. (NA); 

Food Industries 

M/s Sun Sip (P) Ltd, 9-A, Con¬ 
naught Place, New Delhi-1. (Megha¬ 
laya)—Pipeline products—20,000 ton¬ 
nes p.a. (NU). 

Glass 

M/s Krishna Glass (P) Ltd, Rhagwan 
Bhavan, Karani Lane, Ghatkopar-Bom- 
bay-86. (Thana-Maharashtra)— Glass 
Bottles —Expansion from the licensed 
capacity of 12,000 tonnes p.a. to 18,600 
tonnes p.a. (SE); M/s H. A. Dharam- 
sey (Promoter), 168/170, Sheriff Devji 
Street, Chkla, Bombay-3, (Udhana- 
Gujarat)—1. ‘E* Glass Marbles—840 

tonnes p.a. 2, Continuous Filament 
yarn Rovings and Reinforcements— 
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500 tonnes p.a., 3. Mats from waste 
yam-—35 tonnes p.a., (NU). 

Ceramics 


Lady Soonoo Jamsetjee Jejeebhoy, 
Sett-Minary, 16-A, Poddar Road, Bom¬ 
bay-26 (Roha-Maharashtra)—Fine 

Porcelain Crockery and Electrical Por¬ 
celain and high Alumina Ceramics with 
an annual capacity of 15,00 tonnes and 
60 tonnes respectively. (NU); M/s 
Hitkari Potteries (P) Ltd, Chaudhury 
Bldg., ‘X* Block, Connaught Circus, 
New Delhi. (Faridabad Haryana)— 
Porcelain — Hotclwarc crockery 1200 
tonnes p.a. (NA). 

Paper 

M/s Shetkari Sahakari Sakhar Kar- 
khana Ltd, P.O. SangH, (Rly Station, 
Madhavnagar) (Sangli, Maharashtra) 
1. Newsprint and / or cheep writing 
and printing paper of newsprints grade 
—44,500 tonnes, p.a. 2. Art Paper— 
13,200 tonnes p.a., 3. Toilet Tissues— 
8,000 tonnes p.a. (NU). 

Sugar 

M/s Pravara Sahakari Sakhar Kar- 
khana Ltd, Pravaranagar, Distt, Ahm- 
ednagar, (Pravaranagar—Maharash¬ 
tra)—Sugar—Expansion from the 
crushing capacity of 2000 tonnes to 
3,000 tonnes per day (SE); M/s Mysore 
State Industrial Investment and Deve¬ 
lopment Corpn. Ltd, 36, Cunnighum 
Road, Bangalore, Mysore. (Gangava- 
vati-Mysorc) — Sugar, canc crushing 
capacity of 2500 tonnes per day 
(NU). 

Cement 

M/s Mechanical Packing Industries, 
Parsi Panchayat Road, Andheri (East), 
Bombay-69 (AS). (Bombay-Maha- 
rashtraj--Asbestos yarns—500 tonnes 
p.a. (NA); M/s Rcinz Talbros (P) 
Ltd, 21-A, Nizamuddin West, New 
Delhi. (Ghaziabad-UP) —Compressed 
Asbestos Fibre sheets—1100 tonnes 
p.a. after expansion (SE). 

LICENCES REVOKED OR 
SURRENDERED 

Information pertains to particular 
licences only 

M/s The Etikoppaka Co-operative, 
and Agricultural Society, Ektiko- 
ppaka Distt, Visakhnpatnam. (An¬ 
dhra Pradesh)—Sugar; M/s Kamani 
Engg Corp. Ltd, Nicol Road, Ballard 
Estate, Bombay—Pig Iron; Shri Nat- 
warlal S. Borah, 94, Nagindas Master 
Rd, Bombay-1—Coal. 
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RECORDS AND STATISTICS 

Ordinances for Increased Taxation 


The President promulgated three ordi¬ 
nances on October 22 in order to levy 
additional taxes on postal articles, 
newspapers and bills of exchange and 
to increase railway fares. It is expec¬ 
ted that between "November 15 — the 
day on which the new levies come into 
operation — and March 31, 1972, the 
government would obtain about Rs 
70 crores additional. This sum will be 
spent on refugees from East Bengal. 
Full texts of the ordinances arc given 
below: 

THE STAMP AND EXCISE DUTIES 
(AMENDMENT) ORDINANCE, 1971 

Promulgated by the President in the 
Twenty-second Year of the Republic 
of India. 

An Ordinance further to amend the 
Indian Stamp Act, 1899, the Central 
Excises and Salt Act, 1944 and the 
Union Duties of Excise (Distribution) 
Act, 1962. 

WHEREAS Parliament is not in 
session and the President is satisfied that 
circumstances exist which render it 
necessary for him to take immediate- 
action ; 

NOW, THEREFORE, in exercise 
of the powers conferred by clause (1) 
of article 123 of the Constitution, 
President is pleased to promulgate the 
following Ordinance: 

1. (1) This Ordinance may be called 
the Stamp and Excise Duties (Amend¬ 
ment) Ordinance, 1971, 

(2) It shall come into force on the 
15th day of November, 1971. 

2. During the period of operation or 
this Ordinance, the Indian Stamp Act, 
1899, the Central Excises and Salt Act, 
1944 and the Union Duties of Excise 
(Distribution) Act, 1962, shall have 
effect subject to the amendments 
specified in sections 3, 4 and 5 
respectively. 

3. In the Indian Stamp Act, 1899, 
after section 3, the following section 
shall be inserted, namely: 

”3A. (1) Every instrument charge¬ 
able with duty under section 3 read with 
Article No. 13, 14, 27, 37, 47, 49, 52, 
53 or 62 (a) of Schedule I shall, in 
addition to such duty be chargeable 
wity a duty of ten paise. 

(2) The additional duty with which 


any instruments is chargeable under 
sub-section (1) shall be paid and such 
payment shall be indicated on such 
instrument by means of adhesive stamps 
bearing the inscription ‘refugee relief’ 
whether with or without any other de¬ 
sign, picture or inscription. 

(3) Except as otherwise provided in 
sub-section (2), the provisions of tins 
Act shall, so far as may be, apply in 
relation to the additional dutises charge¬ 
able under sub-section (1) in respect of 
the instruments referred to therein as 
they apply in relation to the duty charge¬ 
able under section 3 in respect of those 
instruments.” 

4. In the First Schedule to the Cent¬ 
ral Excises and Salt Act, 1944, after 
Item No. 60, the following Item shall 
be inserted, namely: 

“61 New$p<(pers and all 2 paise 
other printed periodicals per 

cop\” 

Explanation .—For the pur¬ 
poses of this Item, ‘news¬ 
paper’ means any printed 
periodical work containing 
news or comments on 
news. 

5. In the Union Duties of Excise 
(Distribution) Act, 1962, in section 2, 
after the words and figures “duties of 
excise levied and collected under the 
Centra! Excises and Salt Act, 1944”, the 
brackets, words and figures “(other 
than duties of excise levied and collec¬ 
ted under that Act on newspapers and 
all other printed periodicals falling 
under Item 61 of the First Schedule to 
that Act)” shall be inserted. 

THE RAILWAY PASSENGER 
FARES ORDINANCE, 1971 

Promulgated by the President in the 
Twenty second Year of the Republic 
of India. 

An Ordinance to provide for the levy 
of a tax on railway fares. 

WHEREAS Parliament is not in 
session and the President is satisfied that 
circumstances exist which render it 
necessary for him to take immediate 
action; 

NOW, THEREFORE, in exercise 
of the powers conferred by clause (1) 
of article 123 of the Constitution, the 
President is pleased to promulgate the 


following Ordinance: 

1. (1) This Ordinance may be called 
the Railway Passenger Fares Ordi¬ 
nance, 1971. 

(2) It shall come into force at once, 

2. In this Ordinance, unless the con¬ 
text other,vise requires, 

(a) *T'are” means the total amount of 
all charges of whatever nature payable 
by a passenger o? group of passengers 
in respect of Ins or their carriage, and 
includes— 

(i) haulage charges for supply of 
carriages of particular types: 

(ii) empty haulage charges on tourist 
cars and saloons; 

(iii) charges for pilot engines; and 

(i\) charges for dining cars attached 
to special trains; 

hut does not include 

(1) the tax payable under this Ordi¬ 
nance ; 

(ii) terminal taxes, pilgrim (axes and 
tolls on bridges; 

(hi) reservation charges (including 
reservation charges for sleeping accom¬ 
modation); and 

(iv) hire, detention and stabling 
charges in respect of passenger traffic 
booked in reserved coinages and spe¬ 
cial trains; 

(b) “passenger” means any ^person 
travelling or a railway m any descrip¬ 
tion or class of train or carriage on 
payment of his fare, whether at full 
rates or at concessional rates; 

(c) “railways" and “railway adminis¬ 
tration” ha\c the meaning respectively 
assigned to (hem in the Indian Rail¬ 
ways Act, 1890. 

3. (I) Subject to the provisions of 
tins Ordinance, there shall be levied and 
collected on fares paid by passengers 
carried by any railway in India, whether 
by itself or in conjunction with any 
other mode of transport or in conjunc¬ 
tion with any railways in any adjacent 
country, a tax at the rate spcciiied in 
that behalf in the Schedule: 

Provided that no tax shall be levied 
under this sub-section on fares paid by 
passengers for journeys commencing 
on or before the 14th day of November. 
1971. 

(2) The tax levied under sub-section 
(1) shall be collected by the railway ad¬ 
ministration as an addition to the fares 
and the railway administration shall 
have all the powers and remedies for 
the recovery thereof as though the same 
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were a rate or fare which the railway 
administration is empowered to levy 
under the Indian Railways Act, 1890. 

4. In computing the tax payable 
under this Ordinance, the following 
rules shall apply, namely: - 

Rule 1. The tax leviable shall, where- 
ever necessary, be rounded oil to the 
nearest multiple of live paise, two 
and one-half paise and over being 
counted as live paise and less than two 
and one-half paise being disregarded. 

Rule 2. In the case of return tickets, 
the tax shall be computed separately 
with reference to each of the journeys 
covered by the return ticket as if the 
said journeys had been performed on 
separate tickets. 

Rule 3. In the case of tickets issued 
from or to out-agencies or city booking 
offices, the tax shall be leviable only 
in respect of the fare attributable to 
the actual journey by railway. 

5. Where the Central Government 
is of opinion that it is necessary or 
expedient in the public interest so to 
do, it may, by notification in the Official 
Gazette, exempt, cither in whole or in 
part, and either absolutely or subject 
to such conditions as it may specify in 
the notification, any passengers or class 
of passengers from the tax leviable un¬ 
der this Ordinance. 

b. During each financial year ending 
on or after the 31st day of March, 
1972, there shall be paid to each State 
(not being a Union territory) such sum 
of money as bears to the net proceeds of 
the tax collected under this Ordinance 
during that year in all the territories of 
India the same proportion as the aggre¬ 
gate of the tares collected in that Stale 
during that year bears to the aggre¬ 
gate of the lares collected in ali the 
territories of India during that year. 

7. (1) The Central Government may. 
by notification in tlie Official Gazette, 
make rules to can v out the pm poses of 
this Ordinance. 

il) In particular, and Mlhout pre¬ 
judice to the generality of the foregoing 
power, rules so made may 

(a) regulate the collection by or on 
behalf of the railway administration 
of the tax levied under this Ordinance 
and provide for the authority to which, 
and the time and manner in which, 
the tax shall be paid; 

(b) prescribe the form of the returns 
to be submitted by any authority cob 
lecting the tax and the particulars to 


be contained therein and the manner in 
which it is to be verified; 

(c) provide for the time at which, 
and the manner in which, any payments 
to States under this Ordinance are to be 
made, for the making of adjustments 
between one financial year and another 
and for any other incidental or ancil¬ 
lary matters relating to such payments. 

(3) In making rules under this sec¬ 
tion the Central Government may direct 
that a breach of any of those rules 
shall be punishable with fine which may 
extend to one thousand rupees for each 
such breach. 

(4) Every rule made under this see- 


3. Passengers travelling by railway on 
pons 


THE TAX ON POSTAL ARTICLES 
ORDINANCE, 1971 

Promulgated by the President in the 
Twenty-second Year of the Republic 
of India. 

An Ordinance to provide for the 
levy of a tax on certain postal articles. 

WHEREAS Parliament is not in 
session and the President is satisfied 
that circumstances exist which render 
it necessary for him to take immediate 
action; 

NOW, niEREEORE, in exercise 
of the powers conferred by clause (1) 
of article 123 of the Constitution, the 
President is pleased to promulgate the 
following Ordinance - 

1. (1) This Ordinance may be called 
the Tax on Postal Articles Ordinance, 
1971. 

(2) It extends to the whole of India 


tion shall be laid, as soon as may be 
after it is made, before each House 
Parliament while it is in session for a 
total period of thirty days which may 
be comprised in one session or in two 
successive sessions and if, before the 
expiry of the session in which it is so 
laid or the session immediately follow¬ 
ing, both Houses agree in making any 
modification in the rule or both Houses 
agree that the rule sould not be made, 
the rule shall thereafter have effect 
only in such modified from or be of 
no effect, as the case may be; so, how¬ 
ever, that any such modification or 
annulment shall be without prejudice 
to the validity of anything previously 
done under that rule. 


mileage cou- 

5 % of t he cost of the cou¬ 
pons or five paise, which¬ 
ever is more. 


except the Slate of Jammu and Kashmir. 

(3) It shall come into force on the 
15th day of November, 1971. 

2. In this Ordinance, unless the 
context otherwise requires,— 

(a) “money order” means a money 
order referred to in Chapter IX of the 
Indian Post Office Act, 1898; 

(b) “postal article” means any letter, 
letter-card, book, pattern or sample 
packet, parcel or any other article or 
thing (not being a postcard or a news¬ 
paper transmissible by post as a regis¬ 
tered newspaper) which is transmissible 
by post and for the transmission of 
which postage is chargeable under the 
Indian Post Office Act, 1898 and in¬ 
cludes a money order, a phonogram 
and a telegram; 

(V) “rules” means rules made under 
this Ordinance; 

(fl) the expressions “phonogram”. 


THE SC HEDULE 
(See section 3) 

Description of traffic Rate of tax 

1. Passengers travelling by railway otherwise than 
on railway season tickets or mileage coupons 

(a) where the fare is less than one rupee 

(b) where the fare is one rupee or more 

2. Passengers travelling by railway on season tickets 

(a) whore the value of the season ticket is less than 

one rupee Nil 

(b) where t he value of the season ticket is one rupee 

or more 5% of value. 

Provided that where the season ticket for travel by 
any particular class is for journey between two 
places in respect of which the fare for a single 
journey ticket of the same class is less than one 
rupee, the tax payable shall be nil. 


Nil 

5";, of the fare. 
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“telegram” and M telegraph office’ 1 shall 
have the same meanings as in the rules 
made under the Indian Telegraph Act, 
1885; 

(e) words and expressions used but 
not defined in this Ordinance and de¬ 
fined in the Indian Post Office Act, 
1898 or in the rules made there¬ 
under shall have the same meanings 
as in that Act or, as the case may be, 
those rules. 

3. (1) Subject to the provisions of 

this Ordinance, there shall be levied and 
collected on all postal articles trans¬ 
mitted by post or through any tele¬ 
graph office in the territories to which 
this Ordinance extends a tax at the 
rate of five paise for each such article. 

(2) The tax Levied under sub-section 
(1) on any postal article shall be col¬ 
lected, as an addition to the postage, 
fees or charges payable in respect of 
such article, by the authority empowered 
under the Indian Post Office Act, 1898 
or, as the case may be, the Indian 
Telegraph Act, 1885 to collect such 
postage, fees or charges. 

Provided that where the postage, 
fees or charges payable in respect of a 
postal article is collected by means of 
stamps, the tax levied under sub-section 
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(l) on such postal article shall be paid 
and such payment shall be indicated on 
such article by means of an adhesive 
stamp issued under the Indian Post 
Office Act, 1898 and bearing the in¬ 
scription " refugee relief” whether with 
or without any other design, picture or 
inscription. 

(3) Save as otherwise expressly pro¬ 
vided in sub-section (2) or in the rules — 

(a) the provisions of the Indian Post 
Office Act, 1898 and the rules made 
thereunder shall, so far as may be, apply 
in relation to the tax levied under sub¬ 
section (1) on any postal article not 
being a phonogram or telegram as 
they apply in relation to the postage, 
fees or charges payable under that Act 
and those rules in respect of such 
postal article; 

(b) the provisions of the Indian 
Telegraph Act, 1885 and the rules 
made thereunder shall, so far as may 
be, apply in relation to the tax levied 
under sub-section (1) on any postal 
article being a phonogram or telegram 
as they apply in relation to the postage, 
fees or charges payable under that 
Act and those rules in respeet of such 
article. 

4. Where the Central Government is 
of opinion that it is necessary or expe¬ 
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dient in the public interest so to do, it 
may, by notification in the Official 
Gazette, reduce or remit, whether 
prospectively or retrospectively, and 
subject to such conditions, if any, as 
it may specify in the notification, the 
tax payable under this Ordinance in 
respect of any such postal articles or 
class of postal articles as may be speci¬ 
fied in the notification. 


5. (1) The Central Government may, 
bv notification in the Official Gazette, 
make rules to carry out the purposes of 
this Ordinance. 


(2) Every rule made under this 
section shall be laid, as soon as may be 
after it is made, before each House of 
Parliament while it is in session for a 
total period of thirty days which may be 
comprised in one session or in two 
successive sessions and if, before the 
expiry of the session in which it is so 
laid or the session immediately follow¬ 
ing, both Houses agree in making any 
modification in the rule or both Houses 
agree that the rule should not be made, 
the rule shall thereafter have effect 
only in such modified form or be of no 
effect, as the case maybe; so, however, 
that any such modification or annul¬ 
ment shall be without prejudice to the 
validity of anything previously done 
under that rule. 


KORES 

(INDIA) LIMITED 


Stencils- Carbon Papers-Typewriter Ribbons- Duplicating Inks -Teteorlnler Rolls 


FOR OFFICE 
ACCESSORIES 



XorM (1*4ta) Limit* 4, Post So* No. 655*. Plot No. 10. Off Hainot Rotd. Wo Hi. Bo in bay 18. W.B. 
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NORTHERN RAILWAY 

NOTICE 


There will be general review of Northern Railway Time 
Table from 1-11-1971 and important changes will be as 
under:— 

1- New trains introduced 

No. 1 BB/2 BB between Balamau and Bareilly to the 
following abstract timings:— 

1 BB 2 BB 

8.30 Dep: Balamau Arr. 17.30 

14.10 Arr. Bareilly Dep. 11.55 

2 Trains extended 

<t) Train Nos. 131 Up/132 Dn now running between 
Buxar and Bareilly will be extended to and from Delhi via 
Chandausi after amalgamating with 55 Up/56 Dn Morada- 
bad-Delhi Expresses with the nomanclature 55 Up/56 Dn 
Buxar-Delhi Expresses to the following abstract timings: 

55 Up 56 Dn 


19.06 

Arr. 

Mughalsarai 

Dep. 

7.30 

19.30 

Dep. 


Arr. 

7,15 

20.20 

Arr. 

Varanasi 

Dep. 

6.25 

20 40 

Dep. 


Arr. 

6.00 

5.35 

Arr. 

Lucknow 

Dep. 

20.55 

6.10 

Dep. 


Arr. 

20.25 

14.11 

Arr. 

Chandausi 

Dep. 

12.22 

14.21 

Dep. 


Arr. 

12.12 

20.20 

Arr. 

Delhi 

Dep. 

6.50 


(b) No. 1 BS/1SS and 2SS/2BS ‘passenger Trains will be 
amalgamated to run through between Balamau and Shahja- 
hanpur via Sitapur Cantt. with revised nomenclature as No. 
JSSB/2SSB to following schedule:— 

1 SSB 2 SSB 


6.20 

Dep. 

Balamau 

Arr. 

14.15 

9.5 

Arr. 

Sitapur Cantt. 

Dep. 

10.45 

9.25 

Dep. 

Sitapur Cantt. 

Arr. 

10.25 

14.10 

Arr. 

Shahjahanpur 

Dep. 

5.20 


(c) Trains Nos. ICA/2CA running between Allahabad 
and Chunar will be extended to/from Varanasi via Mughal- 
sarai and renamed as 1 VMA/2 YMA to the following 
abstract timings:— 

1 VMA 2 VMA 

9.45 Arr. Allahabad Dep. 18 00 

2.10 Dep. Varanasi Arr. 24.00 

(d) Nt. 343 Up/344 Dn now running between Delhi and 
Abohar will be extended to end from Shriganga Nagar to 
the following abstract timings:— 

343 Up 344 Dn 


20.20 

Arr. 


Dep. 

8.40 

21.10 

Dep. 

Bhatinda 

Air. 

8.10 

23.25 

Arr. 

Abohar 

Dep. 

5.46 

23.35 

Dep. 


Arr. 

5.38 

0.25 

Arr. 

Hindumalkot 

Dep. 

4.55 

0.27 

Dep. 


Arr. 

4.45 

1.30 

Arr. 

Shriganga Nagar 

Dep. 

3.45 


3. Increase in frequency of 65 Up/66 Dn Janata Expresses 

Trains No. 65 Up/66 Dn Janata Expresses now running 
once a week between Varanasi and Dehradun will run on 
6 days and on the seventh day these trains will run between 
Hawrah and Dehradun as 61'62. 


4. Trains cancelled 

(i) Nos. 1 BQ/2 BQ passengers on Batala-Qadian Section. 

(ii) No. 1 JA between Jullundur City and Amritsar. 

(iii) No. 333 Up between Ludhiana and Jullundur City. 

(iv) No. 4 JA between Amritsar and Jullundur City. 

(v) No. 1 BBL/2 BBL between Balamau and Rosa. 

(vi) I AP/2 AP between Amritsar and Patti. (Seasonal). 

(vii) 1 JN between Nakodar and Jullundur City (Seasonal)* 

5. New stoppages provided 

106 Up Jhansi—Lucknow Passenger at Ajgain. 

62/66 at Baisi, Raiwala, Kaucha, Aigawan, Todarpur, 
Behta Gokul and Kahilia. 

1 BBG/2 BBG at Fateh Singh Wala Halt. 

4 BSR at Nosaria Halt. 

4 MD at Lodipur Bishanpur Halt 
232 Janata Express at Bijwasan, 

6. Stoppages eliminated 

345 Up at Kalwan Halt. 

1 JF at Khoiawaia (Seasonal) 

1 ABP at Sohal 
8 LF at Sulhani 

2 LJH at Jassowal 
2 LL at Kanghurd 

339 at Bahman Diwana 

1 JJ at Alachor 

4 SHB at Bahman Diwana 

2 JL at Chiharu 

I LJ at Gurney and Govindgarh Khokhar. 

3 JNL/4 JNL Gumtali Halt (Seasonal). 

7. Important changes in train timings 

No. 1 Up will arrive Delhi at 19.25 hrs. against 19.45 
No. 10 Dn will leave Dehradun at 20.20 hrs. aga nst 20.45. 
No. 29 Up will arrive New Delhi at 7.20 hrs. against 7.40, 
No. 30 Dn will leave New Delhi at 22.00 against 21.40 hrs. 
No. 42 Dn will leave Dehra Dun at 19.30 against 19.55. 

No. 53 Up will arrive Nangal Dam at 8.15 hrs. against 8,30. 
No. 54 Dn will leave Nangal Dam at 21.55 against 21.40. 
No. 62/66 will leave Dehra Dun at 17.50 against 19.10. 

No. 61/65 will arrive Dehradun at 11.15 against 12.00. 

No. 85 Up will arrive New Delhi at 17.45 against 16.50. 

No, 22 Up will leave New Delhi at 19.30 hrs. against 19.15. 
No. 102 Dn will leave Delhi at 18,10 hrs. against 17,30. 
No. 101 Up will arrive New Delhi at 10,00 hrs. against 10.20. 
N^ 16 will leave N<w Delhi at 19.10 against 17,00. 

No. 21 Dn will arrive New Delhi at 5.30 against 5.00. 

8. Running of full 3rd class coach between Delhi and Sriganga 

Nagar (MG) 

One full 3rd class coach will run in lieu of composite III 
luggage and brake van as Delhi—Sriganga Nagar service by 
93 Up/2 BSH/1 BSHL—2 BSHL/5 BSH/94 Dn trains. 

9. Discontinuance of Jodhpur—Bikaner Coach (M.G.) 
Composite III luggage and brake van running between 

Jodhpur end Bikaner by 210 Dn/2 JMB—1 JMB/209 Up 
trains will be discontinued. 

10. Elimination of II Class Accommodation 

l SB/2 SB shuttle running between Shajahanpur-Barailly 
will not carry II Class passengers. 

For detailed information regarding train timings introduc¬ 
tion and cancellation of through sectional carriages adjust¬ 
ment in the classification of accommodation in trains etc., 
reference should be made to November, 1971 Time Table 
available for sale at Railway Booking/Rescrvation/Enquiry 
Offices and Bookstalls at important stations. 

Chief Operating Superintendent, 
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Prices 

groups moved up by 0.5 per cent to 
191.5 due to an increase in the prices 
of tobacco raw. 

Fuel, Power Light and Lubrication 

The index for this group recorded a 


rise of 0.4 per cent to 172.5 as com¬ 
pared to 171.8 for the earlier month on 
account of higher prices of castor oil. 

Industrial Raw Materials 

Higher prices of cotton raw, hemp 
raw, wool raw* silk raw and coir fibre 
pushed up the sub-group index for 
fibres* by 1.1 per cent to 194,2. The 
prices of jute raw and mesta however, 
showed a fall. Due to a rise in the prices 
of all the edible oils (except gingeUy 


INDEX NUMBERS OF WHOLESALE PRICES BY GROUPS 
SUB-GROUPS OF COMMODITIES 

(Base 1961-62— 100) 


Wholesale 

The wholesale prices as measured by 
the official index (with the year ended 
March, 1962—100) advanced by 1.8 
per cent to 191.5 in August, 1971 as 
against 188.2 for the earlier month. The 
index for August, 1971 was higher by 

5.1 per cent when compared to 182.2 
for August’ 1970. The rise in the ‘AH 
commodities’, index was shared by all 
constituent groups. ‘food articles’ 
advanced by 2.9 per cent to 215.8, 
‘liquor and tobacco’ by 0.5 per cent 
to 191.5, ‘fuel, power, light and lub¬ 
ricant’ by 0.4 per cent to 172.5 as 
against 171.8 for the earlier month 
‘industrial raw materials’ by 2.2 
per cent to 200.3, ‘chemicals’ by 
0.7 per cent to 196.6 as against 
195.3 for the previous month, ‘Ma¬ 
chinery and transport equipment’ by 
0.1 per cent to 158.2 as compared to 

158.1 for the previous month and 
‘manufactures’ by 0.5 per cent to 166.6 
during the month under review. 

Food Articles 

The sub-group indicates for ‘Cereals* 
and‘pulses’advanced by 2.7 and 10.1 
per cent to 206.0 and 281.8 respective¬ 
ly due to higher prices of all the cereals 
and pulses. Consequently the index 
for ‘foodgrains’ rose by 4.3 per 
cent to 219,8 . At this level the index 
for foodgrains was also higher by 4.0 
per cent when compared to that of a 
year ago. A fall in the prices of 
potatoes, oranges and cashewnuts was 
almost neutralised by a rise in the prices 
of onions and bananas and the index 
for ‘fruits and vegetables' worked out 
to 232.7 as against 232.9 for the earlier 
month. The index for ‘milk and milk 
products' moved up by 0.3 per cent to 
218.9 due to a rise in the prices of ghee. 
Higher prices of all the edible oils 
raised the index of this sub-group 
by 5.4 per cent to 215.3. Lower prices 
of fish brought down the sub-group in¬ 
dex for ‘fish, eggs and meat’ by 1.9 per 
cent to 236.7, although the prices of 
eggs and meat went up. The sub-group 
index for ‘sugar and allied products' 
advanced by 3.5 per cent to 219.3 due 
to a rise in the prices of all items 
under this sub-group. Enhanced rates 
of chillies, turmeric, tea, betelnuts 
and salt pushed up the index for 
‘other food articles’ by 1.6 per 
cent to 173.2 as against 170.5 for the 
earlier month although the prices of 
black pepper, cummin, cardamoms and 
coffee declined. 

Liquor & Tobacco 

The index for ‘Liquor and tobacco’ 


Groups and sub-groups August 

1971 


Food Articles 

215.8 

Foodgrains 

219.8 

Cereals 

206.0 

Pitlses 

28! .8 

Fruits & vegetables 

232.7 

Milk & milk products 

218.9 

Edible oils 

215.3 

Fish, eggs & meat 

236.7 

Sugar and allied products 

219.3 

Others 

173.2 

Liquor and Tobacco 

191.5 

Fuel, Power light and 

Lubricants 

172.5 

Industrial Raw Materials 

200.3 

Fibres 

194.2 

Oilseeds 

222.3 

Minerals 

141.1 

Others 

171 .5 

Chemicals 

196.6 

Machinery and Transport 

Equipment 

158.2 

Electrical machinery 

156.8 

Non-electrical machinery 

166.2 

Transport equipment 

144.9 

Manufactures 

166.6 

Intermediate Products 

196.9 

Finished Products 

159.3 

Textiles 

164.8 

Cotton manufactures 

160.6 

Jute manufacturers 

188.9 

Silk & Ra\on 

manufactures 

124.0 

Woollen nianu- 

factures 

191.0 

Coir mats & 

mattings 

175.8 

Metal products 

178.5 

Non-metallic products 

150.5 

Chemical products 

150.0 

Leather products 

97.5 

Rubber products 

157.0 

Paper products 

125.8 

Oilcakes 

179.5 

Miscellaneous products 

123.6 

All Commodities 

191.5 


Percentage change 

Julv August-— 

1971 1970 August August 

1971 over 1971 over 
July August 

1971 1970 


209.8 

207.8 

+2.9 

H 

[-3 8 

210.7 

2)1.3 

+4.3 

H 

44.0 

200.6 

206.0 

+2.7 

Nil 

256.0 

235.0 

+ 10,1 

+ 59.9 

232.9 

199.7 

-0.1 

-1-16,5 

218.3 

213.9 

+0.3 

+2.3 

204.2 

241,7 

+5.4 


10.9 

241.1 

225,6 

— l .9 

+4.9 

211.8 

173.1 

+3.5 

+26.7 

170.5 

193 1 

+ 1.6 

— 

10,3 

190.5 

184.9 

+0.5 

+3.6 

171.8 

161.7 

+0.4 

p +6.7 

195.9 

198.0 

4-2.2 

+ 1.2 

192.0 

171.8 

4-1-1 

+ 13.0 

213.7 

237.1 

+4.1 

- 

-6.2 

141.1 

145.7 

Nil 

- 

-3.2 

171.7 

164.9 

—0.1 

+4.0 

195.3 

188.2 

+0.7 

- 

K4.5 

158.1 

147.4 

+0.1 

+7.3 

156.8 

148.4 

Nil 

+ 5.7 

166.2 

152.9 

Nii 

- 

[-8.7 

144.3 

136.5 

+0.4 

- 

46.2 

165.7 

153.0 

+0.5 

- 

48.9 

194.6 

174.8 

—p 1,2 

+ 12,6 

158.8 

147.7 

+0.3 

+7.9 

164,6 

147.0 

+0.1 

+ 12.1 

159.7 

141.1 

+0.6 

+ 13.8 

190.9 

171.8 

—1.0 

+ 10.0 

123.2 

116.7 

+0 6 

+6.3 

191.0 

182.0 

Nil 

+4.7 

175.8 

166,2 

Nil 

4-5.8 

178.4 

165.2 

+0.1 


h-8 . 1 

149.8 

140.6 

+0.5 

+7.0 

149.3 

145.1 

+0.5 

+3.4 

97.5 

92.1 

Nil 

+5.9 

156.8 

155.4 

+0.1 

+.1 .0 

124.7 

121.3 

+0.9 

+3.7 

172. 7 

204.3 

+3.9 

— 

12.1 

123.4 

122.5 

+*0.2 

4-0.9 

188.2 

182.2 

+ i 8 

+5.1 


Source : Economic Adviser to the Govt, of India. 
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seed and cotton seed whidb declined,) 
the index for oilseeds sub-group ad¬ 
vanced by 4.1 per cent to 222.3. The 
sub-group index for ‘minerals’ re¬ 
mained unchanged at its previous 
month's level of 141.1. The sub-group 
index for ‘other industrial raw mate¬ 
rials’ slightly came down from 171.7 
in the preceding month to 171.5 due to 
a fall in the prices of hides raw and 
tanning materials. 

Chemicals 

The index lor 'chemicals’ group re¬ 
corded a rise of 0.7 per cent to 196.6 
as against 195.3 for the previous month 
on account of an increase in the prices 
of caustic soda and alum. 

Machinery and Transport Equipment 

The sub-group indices of ‘electrical 
machinery' and ‘non-electrical ma¬ 
chinery' stood stationary at their pre¬ 
vious month's revised levels of 156.8 
and 166.2 respectively. The sub-group 
index for ‘transport equipment' moved 
up bv 0.4 per cent 144.9 as against 
144.3 for the previous month due to a 
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slight rise in the prices of vehicles and 
cycles. 

Intermediate Products 

Higher prices of cotton yarn rayon 
yarn, leather, brass sheets, copper 
sheets, and linseed oil’ raised the in¬ 
dex for ‘Intermediate products’ by 1.2 
per cent to 196.9. However, the prices 
of tin and lead declined. 

Finished Products 

The index for ‘textile’ sub-group stood 
at 164.8 as against J64.6 for the previ¬ 
ous month. The prices of cotton manu¬ 
factures and ‘silk and rayon manufac¬ 
tures' moved up by 0.6 per cent each to 
160.6 and 124.0 respectively, while the 
prices of jute manufactures declined by 
1.0 per cent to 188.9. The indices for 
woollen manufactures and coir mats 
and mattings remained stationary at 
their previous month’s evels of 191.0 
and 175.8 respectively. The sub¬ 
group index for ‘metal products’ work¬ 
ed out to 178.5 as against 178.4 for 
the earlier month due to a rise in the 
price of aluminium utensils. The sub¬ 
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group index for ‘non-metallic products* 
advanced by 0.5 per cent to 150.5 as 
compared to 149.8 for the previous 
months due to a rise in the prices of 
glass manufacturds. 

The index for ‘chemical products’ 
sub-group recorded a rise of 0.5 per 
cent to 150,0 as compared to 149.3 
for the previous month on account of 
an increase in the prices of soap paints 
and varnishes and dyeing materials. 
The prices of essential oils, however, 
drifted lower. The index for ‘leather 
products’ (shoes) remained unchanged 
at its previous month’s level of 97.5 
The sub-group index for ‘rubber pro¬ 
ducts moved up from 156.8 to 157.0 
due to higher prices of other rubber 
products. The sub-group indices for 
‘paper products’ and ‘oilcakes’ ad¬ 
vanced by 0.9 and 3.9 per cent to 125.8 
and 179 5 respectively. The sub-group 
index for ‘miscellaneous produ¬ 
cts’ recorded a rise of 0.2 per cent 
to 123.6 on account of an increase in 
the prices of lamps and lanterns. On 
the whole, the index for ‘finished pro¬ 
ducts’ moved up by 0.3 per cent to 
159.3 as against 158.8 for the last 
month. 


MONEY SUPPLY WITH THE PUBLIC 


(Rs crores) 


Last Friday Money 

supply 


1960-61 

2.868.61 

1965-66 

4,529.39 

1966-67 

4,949.96 

1967-68 

5,350.07 

1968-69 

5,779.25 

1969-70 

6.386 54 

1970-71 

7,136.97 

September 1970 

6,560.80 

October 1970 

6,698.80 

November 1970 

6,702.10 

December 1970 

6,795. 10 

Jan uar\ 1971 

6,944.90 

February 1971 

7.038.67 

March 1971 

7,136.97 

Apr3 1971 

7,270.86 

May 1971 

7,347.02 

June 1971 

7,448.97 

Juiy 1971 

7,314.00 

August 1971 

7.341.00 

September 1971 

7,393.00 


Total Deposit money with the public Total 


currency - 

with the Total Net demand Other deposits Variations 
public deposits of with Reserve in money 




banks 

Bank 

supply 

2,098.05 

770.56 

757.10 

13.46 

-f 199.16 

3,034.28 

1,495.10 

1,478.38 

16.72 

4-449.11 

3,196.8(fe 

1,753.16 

1,711.75 

41.41 

+420.57 

3,376.08 

1,973.99 

1,917.66 

56.32 

+400.11 

3,681.25 

2,097.28 

2,016.41 

80.88 

+429.18 

4.010.34 

2,376.20 

2,318.30 

57.90 

+607.29 

4,379.68 

2,757.29 

2,713.46 

43.83 

+750.43 

3.998.10 

2,562.70 

2,504.70 

58.00 

+43.40 

4,104.10 

2,594.70 

2,520.50 

74.20 

+ 138.00 

4,096.40 

2,605.70 

2,551.00 

54.70 

+3,30 

4,168.30 

2,626.70 

2,563.70 

63.00 

+93.00 

4,257.52 

2,687.38 

2,628.83 

58.83 

+149.80 

4,323.54 

2,716.13 

2,668.41 

47.72 

4-94.77 

4,379.68 

2,757.29 

2,317.46 

43.83 

+97.30 

4,504.02 

2,766.84 

2,716.08 

50.76 

+ 133.89 

4,537.03 

2,809.99 

2,772.55 

37.44 

+76.16 

4,596.90 

2,852.06 

2,819.82 

32.24 

+ 101.95 

4,450.00 

2,864.00 

2,840.00 

24.00 

—134,97 

4,430.00 

2,906.00 

2,855.00 

51.00 

+27.00 

4,471.00 

2,922.00 

2,881.00 

41.00 

+52.00 


Source : Reserve Bank of India 
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RESERVE BANK OF INDIA (Rs crores) SCHEDULED COMMERCIAL B VNKN 



Oct. 

A week 

A month A year 


8, 1971 

ago 

ago 

ago 

Issue Department 

Notes held in banking 





department 

27.64 

8.08 

16.31 

9.00 

Notes in circulation 

4398.00 4345.55 4356.75 3943.60 

Total notes issued 

4425.64 4353.63 

473*06 

3952.60 

Gold coin and bullion 

182.53 

182.53 

182.53 

182.53 

Foreign securities 

218.42 

218.42 

193.42 

361.42 

Rupee coin 

Government of India 

41.65 

44.64 

44.11 

61.33 

rupee securities 

3983.04 3908.04 3953.00 3347.32 

Banking Department : 

Deposits of central 





government 

Deposits of state gov¬ 

118.00 

154.18 

54.70 

149.34 

ernments 

5.03 

5.46 

6.82 

4.58 

Deposits of banks 

232.60 

187.57 

216.56 

211,73 

Other deposits 

68.65 

86.43 

73.82 

111.09 

Other liabilities 

761.71 

698.89 

711.50 

518.09 

Total liabilities or assets 

1186.01 

1132.53 

1063.41 

994.84 

Notes and coins 

27.72 

8.18 

16.39 

9.09 

Balances held abroad 
Loans and Advances : 

185.02 

171.36 

194.48 

106.71 

(a) State governments 

(b) Scheduled com¬ 

310.16 

273.37 

179.88 

1^0.95 

mercial banks 

79.39 

74.88 

77.85 

168.35 

(c) State co-operative 





banks 

286.18 

279.93 

272.16 

286.17 

(</) Other loans and 





advances 

64.09 

65.16 

61.55 

29.37 

Bills purchased and dis¬ 





counted 

45.40 

77.85 

94.53 

59.07 

Investments 

152.08 

146 20 

131.56 

113.22 

Other assets 

35.95 

35.61 

35.00 

31.91 


(Rs crores) 




Oct 

A 

A 

A 



8, P71 

week 

mo nt h 

yea r 




ago 

ago 

ago 

1 . 

Demand deposits* 

2790a09 

2805,44 2811.46 2409.86 

3* 

Time deposits* 
Aggregate depo¬ 

3699.75 

3690.88 

3673.38 

3081.44 


sits* 

6489 84 6496.32 

6484 84 

5491.30 

4. 

5. 

Cash 

Balances with Re¬ 

178.81 

167 14 

164 24 

154.28 


serve Bank 

195.69 

215.27 

203 66 

242.70 

6. 

Cash and balance?, 
with Reserve Bank 

374.50 

382.41 

367.90 

396.98 

7. 

Borrowing from Re¬ 






serve Bank 

79.39 

74.8X 

77.85 

168.35 

8. 

Investment in gov¬ 
ernment securities 

1536.97 

1523.49 

1523 87 

1299 50 

9. 

Advances 

3920.31 

3886.81 

3775.28 

3559.47 

10. 

Bills purchased and 
discounted 

937.80 

938.19 

1010.9! 

761.95 


Inland bills 

724.36 

725.99 

794.72 

571.44 


Foreign bills 

213.44 

212.20 

216.19 

190.51 

11. 

Total bank credit 

4858.11 

4825.00 4786.19 4321.40 

12. 

Percentage of 
(6) to (3) 

5.77 

5.89 

5.67 

7.23 


(8) to (3) 

23.68 

23.4? 

23.50 

23.66 


(11) to (3i 

74.86 

74.27 

73.81 

78.70 



Source : Resene Bank < 

,f India. 


INDEX NUMBERS OF SECURITY 

PRICES 


(Base : 1961 

-62 . 100) 

Week ended 

1970 
Oct. 10 



1971 










Sept, 11 

Sept. 18 

Sept. 25 

Oct. 2 

Oct.4 

Government and Semi-Government 

Securities—All-India : Total 

99.3 

97.6 

97,6 

97.6 

97 6 

97.6 

Government of India 

99.0 

96.9 

97.0 

97.0 

97.0 

97.0 

State governments 

100.5 

100.3 

100.4 

100,3 

100 3 

100.3 

Semi-government institutions 

101.1 

100.9 

100 9 


100.9 

100 .,7 

Debentures—All-India 

93.6 

92.6 

92.6 

92 7 

92.8 

92.8 

Preference Shares—All India 

Variable Dividend Industrial 

82.2 

83.0 

83 0 

83.0 

83.0 

82.9 

Securities—All-India : Total 

108. 1 

92.8 

93.1 

93.5 

93.2 

92,7 

Agriculture and Allied Activities 

92.9 

85.1 

85.4 

S6.4 

86.3 

86.2 

Mining and Quarrying 

59.6 

51.1 

51 . I 

50. S 

50.8 

51.1 

Processing and Manufacturing : Total 

105.6 

89.7 

90.0 

90.3 

90. 1 

89.7 

Foodstuffs, Textiles 

89.3 

75.7 

76.0 

76.1 

75.7 

75.3 

Metals* Chemicals etc. 

112.7 

93.8 

93.8 

94 3 

94.2 

93.8 

Others 

134.4 

120.0 

120.7 

121 .3 

121.5 

120.7 

Other Industries 

130.5 

113.9 

114.7 

115.5 

114.5 

113.4 

Financial 

128.2 

123.6 

124. S 

124.3 

123.8 

121.5 

Variable Dividend Industrial Securities—Regional 







Bombay 

119.9 

100.9 

101.6 

102.3 

101 .9 

10.0.8 

Calcutta 

* 

91.7 

91.7 

91.9 


92.0 

Madras 

93.0 

85.4 

85 8 

85 2 

85. I 

84.9 

Ahinedabad 

85.1 

69.9 

70.1 

70.2 

69.5 

69.3 

Delhi 

J26.6 

107,4 

106.6 

106.3 

106.2 

105.4 

*Stock Market remained closed. 




Source : 

Reserve Bunk of India. 
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CONSUMER PRICE INDEX NUMBERS FOR INDUSTRIAL WORKERS 


Centre 1970 197l ,; * 

1965-66 1966-67 1967-68 1968-69 1969-70 1970-71-- 

July March Apl. May June July 


(Base: 1949- 100) 


All-India 

160 

101 

213 

212 

215 

226 

226 

224 

224 

224 

227 

231 





(Base: 1960 

-100) 








All-India 




174** 

177 

186 

186 

184 

184 

184 

187 

190 

Ahmcdahad 

130 

148 

168 

165 

169 

176 

175 

175 

173 

173 

176 

178 

Alwayc 

145 

158 

183 

198 

197 

198 

201 

188 

190 

190 

200 

200 

A san sol 

140 

145 

168 

176 

178 

189 

188 

187 

187 

186 

189 

192 

Bangalore 

144 

159 

172 

180 

183 

186 

185 

189 

188 

190 

191 

192 

Bhuvnagar 

132 

152 

173 

176 

178 

186 

185 

188 

189 

187 

186 

188 

Bom bay 

130 

147 

162 

167 

175 

182 

183 

184 

186 

186 

188 

189 

Calcutta 

131 

148 

J63 

170 

172 

182 

184 

176 

176 

176 

179 

184 

Coimbatore 

132 

144 

151 

147 

154 

164 

162 

167 

167 

169 

172 

N.A. 

Delhi 

136 

152 

172 

178 

185 

199 

196 

205 

205 

202 

208 

211 

Dighboi 

138 

160 

198 

185 

180 

189 

188 

J83 

182 

184 

184 

186 

Gwalior 

139 

160 

191 

179 

184 

191 

194 

188 

187 

188 

193 

197 

Howra h 

137 

154 

178 

181 

176 

186 

186 

184 

182 

182 

184 

187 

Hyderabad 

140 

158 

167 

173 

185 

189 

188 

188 

187 

186 

191 

192 

Jamshedpur 

136 

158 

183 

171 

170 

183 

187 

179 

180 

189 

185 

188 

Madras 

134 

144 

151 

150 

160 

170 

169 

J72 

172 

171 

174 

N.A. 

Madurai 

128 

142 

146 

148 

160 

ill 

171 

18J 

180 

181 

186 

N.A. 

Monghy r 

151 

187 

215 

185 

188 

205 

209 

194 

195 

192 

196 

204 

Mundakayam 

138 

152 

173 

186 

191 

197 

201 

187 

190 

188 

198 

194 

Nagpur 

138 

148 

164 

166 

176 

187 

185 

184 

184 

184 

187 

190 

Saharan pur 

14) 

163 

188 

176 

181 

186 

186 

190 

J89 

189 

190 

192 

She la pur 

128 

150 

165 

167 

176 

185 

183 

187 

186 

185 

191 

197 


Trm isional 15 ■’'Average Tor eight months from August 1968 to March 1969. Source : Labour Bureau 

CONSUMER PRICE INDEX NUMBERS FOR URBAN NON-MANUAL EMPLOYEES 

(Base: 1960 100) 


1970 1971* 


Cent i e 

1965-6 6 

1966-67 

1967-68 

1968-69 ^>69-70 

1970-71 

July 

Mar. 

Apr. 

May 

June 

July 

All-India 

132 

146 

159 

161 

167 

174 

175 

174 

174 

175 

176 

178 

Bombay 

132 

(42 

153 

156 

162 

168 

168 

166 

169 

170 

172 

173 

Del iv-New !>tlhi 

131 

142 

154 

162 

168 

174 

174 

176 

176 

175 

176 

179 

Calcutta 

126 

139 

152 

156 

162 

170 

170 

168 

168 

168 

172 

174 

Madras 

133 

147 

154 

154 

161 

175 

174 

181 

181 

181 

181 

183 

derabad-Seeundontbad 

133 

147 

155 

159 

167 

174 

175 

175 

173 

173 

175 

176 

Bangalore 

133 

145 

156 

160 

164 

172 

170 

175 

175 

176 

177 

177 

Lucknow 

132 

146 

159 

156 

161 

166 

166 

168 

168 

166 

169 

171 

Ahmeduhad 

131 

146 

160 

162 

168 

171 

173 

167 

167 

167 

168 

171 

Jaipur 

133 

150 

162 

168 

176 

183 

189 

181 

181 

180 

182 

186 

Patna 

139 

160 

179 

174 

180 

191 

192 

188 

185 

184 

187 

191 

Srinagar 

134 

143 

160 

167 

174 

184 

179 

190 

189 

188 

187 

187 

Trivandrum 

131 

146 

165 

168 

172 

178 

176 

177 

178 

178 

179 

180 

Cut tack - B h u I >a nesw a r 

142 

154 

164 

167 

169 

176 

175 

175 

174 

175 

178 

181 

Bhopal 

133 

144 

166 

166 

172 

180 

181 

182 

181 

181 

181 

186 

Chandigarh 

129 

143 

155 

164 

, 171 

178 

179 

178 

178 

178 

179 

180 

Shillong 

123 

134 

155 

163 

164 

166 

168 

166 

171 

171 

172 

173 

*Prov isional 

. 

■ - -- - 

- — 

--- - 

- -- 


- — 

— 


Source: C.S.O. 
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We keep the nation moving 
on wheels 


The wheel started a lot of things rolling. For 
example, the railways which connect villages to 
cities, products to markets and one region to another 
Tata Steel rails, wheels and axles help to carry 
passengers and goods across this vast country. 

Providing communications, steel is vita! to the 
nation's progress. Nothing else combines such 
strength, versatility and value for money. 

Which is why we spend a lot of time, effort and 
money on continuously improving what you get 
with the Tata stamp on it. 

Tata Steel helps to give momentum to the 
Indian economy. 


TATA STEEL 
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HUM; co-operatives 

as an instrument for creating new jobs 


Survey of 
two villages in Kaira' 
traces half tneir income 

to milk 



Rearing milk cattle has become as important an oocupation as agriculture in many 
villages in Kaira. In villages with milk co-ods, slightly over half the income is from 
milk, as against 20% in villages without mine co-ops. 

Apart from raising village incomes, milk co-ops have created more jobs in villages, 
in collection centres, in cattle feed plants and in animal husbandry services. 

With mechanisation of farming displacing people from agriculture, it is imperative 
that villages should offer aitemfl^ive opportunuies for employment. The traditional 
farmer is under-employed in any case. Dairying offers a part solution to both 
problems. 

•This survey was conducted by the Department of Economics* Swurdar Patel University, Valiabh Vtdyanagar. 

The computed income included remittances from relatives in Africa* 


Amu! has shown ttie way. 


ASM* BF;$r-u 
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Does the admission of communist China to the United Nations signify a diplo¬ 
matic defeat for the USA? The answer is dearly in the negative if one recollects 
the secret dash of Dr Kissinger to Peking in July this year and the subsequent 
announcement made by President Nivon that he would go to Peking to meet Mr 
Mao Tse-tung and Mr Chou En-lai before May 1972. The aim of the meetings, it 
was stated, was “to seek the normalisation of relations between the two countries 
and also to exchange views on questions of concern to the two sides*’* Presumably 
Dr Kissinger did discuss with Mr Chou En-lai and other Chinese leaders the sub¬ 
ject of communist China’s entry into the l)N. “It is not often one can say he has 
participated in turning a new page in history,” said Dr Kissinger after his return 
from Peking. And a new leaf he has turned -1 here is no doubt about it. 

If one were to go bv what Mr George Bush, chief US delegate to the UN, 
is reported to ha\c staled after the resolution for the entry of communist China 
into the UN had been passed by the General Assembly, ihe US Administration is 
bitter more about Taiwan's expulsion than regarding the admission of the People’s 
Republic of China. If it was unrealistic to deny communist China its legitimate 
place in the UN, it is equally unreasonable to expel Taiwan from this world body. 
The truth is that there are two Chinese governments today each one having firm 
control over its territory and population. The General Assembly has voted Taiwan 
out of existence which has pleased communist China but which obviously is a 
travesty of truth. 

Not much notice was taken either in the USA or other countries of the state¬ 
ment made by Senator James Buckley (Republican) after the resolution for the 
entry of communist China into the UN had been passed by the General Assembly 
that he would fight for a major reduction in the American financial contribution 
to the United Nations, What followed, however, was nothing less than a bomb¬ 
shell. The US Senate rejected the bill to extend the foreign aid programme for 
the next two decades. Public opinion polls in the USA have very often shown 
that the foreign aid programme was the least popular with the American people. 
But the timing of the Senate vote on the aid bill has clearly demonstrated the anger 
of the senators regarding the voting pattern which emerged in the UN General 
Assembly on the Albanian resolution for admitting Peking to the world body and 
expelling Taiwan. This new step is aimed at some of the countries which have 
voted against the USA despite receiving massive aid from it and also against the 
United Nations. According to newspaper reports, the UN Development Pro¬ 
gramme, the UN aid for Palestine refugees and the peace-keeping forces in Cyprus 
would be starved of funds. 

The decision of the US Senate to stop all foreign aid (excluding that which is 
in the pipeline) has been criticised by President Nixon. But one is inclined to agree 
with Senator Kennedy that the President's criticism of the Senate for the vote was 
hypocritical. President Nixon had publicly stated after the UN General Assembly 
vote admitting communist China and expelling Taiwan that he would take no 
position on the proposals to cut foreign aid or United Nations funds. Perhaps 
it is not clear if President Nixon is confused, hypocritical or outmanoeuvred by 
forces beyond his control, it is hard to come to any conclusion but one must 
remember that diplomacy is an art which men in power use more to confuse than 
to enlighten the common man. What is certain is that the recent events have not 
earned any new friends for the USA. 
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Keeping in view the liberal policies pursued by the USA in regard to foreign 
aid in the past, it will not be wrong to presume that the flow of assistance would 
start once again after some time. What is intriguing is the new patterns of power 
politics which are likely to emerge in the coming years. The peace of the world is 
no longer dependent on one hot line between Washington and Moscow. Their 
number has now increased to three with the addition of Peking. On crucial inter¬ 
national issues, what line communist China is likely to take still remains a puzzle. 
The new triangle of power politics will require of the political pundits to forecast 
the Chinese attitudes on important problems after a study of Chinese diplomacy 
through the ages. One thing which is certain is that more problems will remain 
unresolved than has been the case hitherto. And there is also a possibility that 
the United Nations itself my come under crushing pressure, threatening its very 
existence. 





804 EASTERN ECONOMIST 

Fertilisers for Developing Nations 


As the deliberations of the second inter¬ 
regional fertilizer symposium of the 
United Nations Development Organi¬ 
sation, which concluded here a few 
days ago, revealed, the task of maintain¬ 
ing during the next 10 years the cur¬ 
rent growth rate of about 14 per cent 
in fertilizer use in the developing 
countries — not to speak of raising 
it further in view of the global popu¬ 
lation explosion and the imperetivc 
need of improving the living standards 
of the masses in these countries—is 
not going to be an easy one. Accord¬ 
ing to the estimate of World Bank 
experts, the creation of new production 
facilities to meet the envisaged require¬ 
ments over the decade would call for a 
direct investment of as much as $10,000 
million, approximately half of it in 
foreign exchange and the other half in 
local currencies. The organisation of 
related facilities — production of raw, 
materials, arranging of marketing, 
etc. — would require another nearly 
$15,000 million, a major portion of it 
in local currencies. The education of 
farmers in most developing nations to 
take to modern means of farming too 
is going to be a stupendous problem. 

A good deal of thought was bestowed 
on the issue at the symposium. The 
rigours of the problem undoubtedly 
can be softened to a large extent if the 
suggestions put forth by the partici¬ 
pants in the symposium are vigorously 
followed. 

Among the many useful recom¬ 
mendations made, the more im¬ 
portant ones apparently are that (i) the 
World Bank group of financial and 
technical institutions should play an 
increasing role in assisting, both financi¬ 
ally and technically, not only the setting 
up of new plants but also the mainte¬ 
nance of the existing ones; (ii) there 
should be much greater co-operation 
than hitherto among the developing 
countries for the establishment of these 
production facilities as welt as for the 
utilisation of regional raw material re¬ 
sources, the various international 
agencies lending a helping hand in this 
matter; (iii) the developing countries 
should consider implementation of a 
suitably designed guaranteed price 
support and procurement policy for 
agricultural crops so as to give the far¬ 
mer a favourable crop price/fertilizer 
price ratio in order to motivate him to 
use more fertilizers; (iv) as far as possi¬ 
ble, the latest low cost techniques for 
fertilizer production should be adopted; 
and tv) pilot projects for production. 


storage and application of liquid ferti¬ 
lizers— the economic and agronomic 
benefits of which have already been 
proved — should be sponsored in 
strategic developing countries. AH 
these suggestions are indeed whole¬ 
some, but surely they have to be supple¬ 
mented by efforts in various other fields. 

The most important field in which 
efforts have to be redoubled apparently is 
the terms of trade of primary commo¬ 
dities which form bulk of the exports of 
developing nations. The past experience 
makes it abundantly clear that aid is 
no substitute for trade and that the 
economic growth of developing count¬ 
ries can be accelerated much faster than 
hitherto if the terms of trade of their 
export products are improved. The aid- 
weariness that has developed in the 
donor countries in the recent past fur¬ 
ther reiterates this point. 

The suggestion of the sympo¬ 
sium that the developing countries 
should consider implementation of 
a suitably designed guaranteed price 
and procurement policy for agri¬ 
cultural crops too implies that the de¬ 
veloped nations in future ought to be 
more considerate towards the trade 
problems of the developing countries, 
lor the provision of support prices will 
obviously mean higher market prices 
in the producing countries, leading to 
costlier exports. Some action indeed 
has been taken in the past few years for 
improving the terms of trade in favour 
of the developing nations and in the 
case of a few products ^ch as tea, the 
downward trend in the international 
prices has been reversed. Yet the pro¬ 
gress not only in respect of these pro¬ 
ducts leaves much to be desired but also 
a host of other products have still to be 
brought into the sphere of this effort. 

The second crucial field is the transfer 
of technology from the developed na¬ 
tions to the developing ones. It is all 
right to suggest as far as possible, the 
most modern technology ought to be 
adopted by the developing nations. But 
since the recent breakthrough in 
fertilizer manufacture has been in the 
private sector this transfer implies either 
purchase of technology by some inter¬ 
national agency on behalf of the de¬ 
veloping nations or the softening of the 
terms of participation of private capital 
from the developed countries in the de¬ 
veloping ones, which accompanies the 
transfer of technology. Most of the 
developing nations often find it,difficult 
to purchase foreign technology because 
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owing to limited demand in their domes¬ 
tic markets for foe products made with 
this technology, the cost for them be¬ 
comes too high. 

A good deal of flow of private 
capital obviously will have to take 
place in the fertilizer field if hew 
production facilities to the requisite ex¬ 
tent are to be established; the World 
Bank group can bridge the wide gap in 
resources only partially and the terms 
of trade will be able to help matters over 
a period of time. It is olten suggested 
that the developing countries should 
offer attractive incentives to entire fo¬ 
reign capital. But if the experience of 
India is any guide, this alone will not 
help. This country liberalised its ferti¬ 
lizer policy a great deal in J965, yet the 
return in the form of increase in the 
flow of foreign capital has been very 
meagre. Efforts have to be directed to¬ 
wards prevailing upon private entre¬ 
preneurs to better appreciate the poli¬ 
tico-social conditions In the developing 
countries. 

The lack of trained personnel for 
running the new production facilities 
in the developing world is the third im¬ 
portant task to be tackled. The inter¬ 
national organisations have to play a 
key role in this respect. It is rather dis¬ 
comforting to note that the operational 
efficiency of fertilizer projects in most 
developing nations ranges between 40 
and 60 per cent of the optimum. To 
the extent the efficiency of the existing 
plants is improved, the task of putting 
up new facilities would be lightened. An 
all out effort needs to be directed 
towards this. 

The task of educating farmers in the 
use of fertilizers—a problem of massive 
dimensions in most developing countries 
— has to be performed not only by the 
plant managements but also by govern¬ 
mental agencies. This is essential lest 
imbalanced fertilizeration should take 
roots in a country creating complicated 
problems for the future. The surest way 
of inducing farmers to use fertilizers and 
adopt modern means of production is 
to have a judicious price support struc¬ 
ture for agricultural crops. A recent 
study of the Food and Agriculture Or¬ 
ganisation can provide very useful 
guidelines for fixing support prices. 
It has revealed that an agriculturist 
would be adequately motivated if the 
output-input ratio in terms of value is 
2 :1 in the case of some crops and at 
least 1.5:1 generally. 

In regard to feedstocks, the sympo¬ 
sium rightly suggested that each coun¬ 
try will have to make an evaluation 
ot its particular circumstances to strike 
a compromise between its overall na¬ 
tional interests and compulsions to keep 
fertilizer production costs reasonably 
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low. Whereas the smaller developing 
nations lacking ini natural resources of 
primary fertilizer feedstocks of their 
own could import either cheap raw ma¬ 
terials or intermediates to process 
locally, others where economic compul¬ 
sions dictate the maximum usage of diffi¬ 
cult raw materials such as coal, ought to 
be assisted by international agencies in 
getting access to new processes. The 
World Bank, it is hoped, will take due 
notice of this suggestion of the sympo¬ 
sium while judging the viability of the 
fertilizer projects to be assisted by it. 

Mention may, in the end, be made of 


another very significant recommenda¬ 
tion of the symposium. It is that 
the global project being presented by 
UNIDO to the United Nations De¬ 
velopment Programme on the “effect 
of manufacture, distribution and use of 
chemical fertilizers on the environment 
and the control of pollution therefrom'’ 
be actively pursued. Such a project is 
obviously important iu view of the 
fact that several developing countries 
are adopting various standards for the 
elimination of gaseous, liquid and solid 
wastes from acid and fertilizer plants 
without due considerations to their 
effects on environment. 


tions of the small mining units into 
larger ones have failed to yield the de¬ 
sired results and therefore it has become 
necessary to assume complete responsi¬ 
bility for the reorganisation and re¬ 
construction of the coking coal industry 
to ensure effective conservation and 
scientific exploitation and development. 
But is the government tree from blame 
lor the lack of progress in regard to 
amalgamation? Colliery owners have 
complained that bureaucratic delays 
and indifference have discouraged the 
voluntary amalgamation of collieries. 
It is however relevant to note that while 
voluntary amalgamation has taken place 
in 58 cases involving 128 collieries, the 
Voluntary Amalgamation Committee 
has turned down 150 cases on some 
ground or the other. 


Coking Coal Grabbed 


While announcing the take-over of the 
214 coking coal mines in Bihar and West 
Bengal, the government of India claim¬ 
ed that this measure had become un¬ 
avoidable in view of the serious damage 
that was being done to the collieries by 
indifferent and inefficient manage¬ 
ment. The government said that the 
mining of coking coal in most private 
sector collieries was being done in “a 
very wasteful manner”, that there is 
“indiscriminate slaughter mining” in 
many cases, and that the country’s 
limited coking coal resources had al¬ 
ready been affected by other adverse 
factors. Little did New Delhi realise 
that by making these allegations against 
the coking coal industry, the govern¬ 
ment was, in fact, indicting itself. 

All these years the government of 
India has been exercising extensive cont¬ 
rol over the coking coal industry in vari¬ 
ous ways. The Mines Act of 1952 ent¬ 
rusted the government with vast po¬ 
wers over the management of mines. 
There is hardly any aspect of this in¬ 
dustry, including the production, grad¬ 
ing, working methods, stowing opera¬ 
tions, safety measures, and prices, over 
which the government did not have 
wide and enormous powers of regula¬ 
tion. The office of the Coal Controller, 
the Coal Board, the Mines Inspectorate 
and other departments of the govern¬ 
ment of India were supposed to regu¬ 
late the proper working of the coking 
mines in the best interests of the coun¬ 
try. How then have such grave and 
glaring abuses, as alleged by New Delhi, 
taken place in the coking coal industry? 
Why did the government allow the si¬ 
tuation to continue to such an extent as 
to resort to the issue of an ordinance to 
take over the management of the cok¬ 
ing coal mines? 

The government of India had been 
repeatedly denying its intention to na¬ 
tionalise the coking coal indutry. This 
was specifically stated in 1961 when 
the government obtained a loan of Rs 


17 crores from the World Bank for the 
development of the private collieries. 
This assurance was reiterated on several 
occasions by union ministers including 
MrK.D. Malaviya who, as the Minister 
for Mines, said in April 1963 that the 
private sector coal industry had gone 
ahead and overstepped its targeted pro¬ 
duction and that since the country 
wanted more coal, whoever produced 
it was most welcome to do it”. 
Mr Mohan Kumaramangalam has now 
denied ideological motives in nationa¬ 
lising the coking coal mines. But it is 
obvious that non-economic factors have 
also influenced the decision since the 
take-over of trades and industries has 
been a fundamental policy of the go¬ 
vernment of India, irrespective of its 
economic implications and complica¬ 
tions. 

The government has observed that its 
efforts to secure voluntary amalgama- 


The government has referred to the 
'"highly fragmented character” of 
the coking coal industry. In Jharia, 
for instance, where the coking coal re¬ 
serves are located, 81 per cent of the total 
number of collieries produce less than 
100 tonnes per day whereas full econo¬ 
mies of scale can be achieved only if the 
units produce a minimum of 3000to 4000 
tonnes per day. It is somewhat refresh¬ 
ing to find the government emphasising 
the importance of achieving economics 
of scale while its policies have generally 
had the effect of defeating this objective 
in a number of industries of vital im¬ 
portance to the country. The govern¬ 
ment has stressed the need for capital 
formation and re-investment in this 
industry. It is officially estimated that an 
investment of about Rs 81 crores is need¬ 
ed to meet the coking coal require¬ 
ments of the steel industry by the 
end of the fourth five-year Plan. It re- 


CONSUMPTION OF COKING COAL 


Year 


Production of coking coal (in million 
tonnes) 

Total Private Public 


Consu mp- Coking 
lion by coal used 
steel for non¬ 
plants metallurgi¬ 
cal 

purpose 


1956 

14.036 



3.408 

10.628 

1957 

15.322 



3.658 

11.664 

1958 

15.402 



4.184 

11.218 

1959 

14,800 



5.918 

8.882 

1960 

15 286 



7.740 

7.546 

1961 

17.044 



9.081 

7.963 

1962 

17.385 



8 872 

7.513 

1963 

17.509 



10 833 

6.671 

1964 

16.722 


# 

10.288 

6.434 

1965-66 

16.960 

14.179 

2.781 

11 500 

5 460 

1966-67 

16.582 

13.689 

2.893 

11 85f, . 

4.727 

1967-68 

16.117 

13.077 

3.040 

11.2Sf, 

4 861 

1968-69 

17.191 

13 733 

3.458 

11 603 

5.588 

1969-70 

18.099 

14.438 

3.661 

11.705 

6 394 
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mains to be seen to what extent state 
management will be able, to And the 
necessary resources and succeed in mo¬ 
dernising and expanding the industry. 
Meanwhile, it is feared thajt, as a result 
of this ordinance, even in non-coking 
coal industry fresh investment may not 
be readily forthcoming, The fact that 
the government has not straighaway 
nationalised the coking coal industry 
has raised doubts about its intention to 
pay compensation at the market rate. 
If this assumption proves correct, it 
will deter new investment not merely in 
coal but over a wide range of industries 
in the private sector. 

While issuing the ordinance, the go¬ 
vernment emphasised the vital role of 
coking coal for the production of steel. 
The government said, “While very large 
reserves of iron ore are available to sus¬ 
tain any programme for rapid Accelera¬ 
tion in steel production in the country, 
the reserves of coking coal are, unfor¬ 
tunately, severely limited. These re¬ 
serves, therefore, require careful con¬ 
servation in the long-term interests of 
the steel industry, which can be achieved 
only by ensuring scientific develop¬ 
ment and efficient conduct of operations 
in each coalfield and by employing pro¬ 
per techniques of mining”. 

In this context, it is relevant to point 


Now that the curtain has been rung 
on the tricky issue of payment of bonus 
by the textile mills, at any rate in so 
far as the main parties to the dispute- 
the Millowners’ Association, Bombay 
fMOA) and the Rashtriya Mill Mazdoor 
Sangh (RMMS) -arc concerned, it is 
perhaps worth asking all sections of the 
people, in particular the working classes, 
as indeed the MOA has done, to pause 
and take stock of the plight of the 
cotton mill industry today and also to 
find out in whose interests it is to let 
interested parties continue to create 
chaos in the industry as they have been 
doing deliberately with a view to achiev¬ 
ing their own ulterior ends. What is 
difficult to appreciate is why there 
should be nil this ballyhoo about bonus 
payment year after year when there is 
special legislation governing payment 
of bonus -the Payment of Bonus Act, 
1%5. Even more difficult to under¬ 
stand is the eagerness of all sections, 
including government [even the mill- 
owners are not without some blame, 
for they too have chosen not the for¬ 
mula prescribed by the Bonus Act, but 
an ad hoc formula under section 34(3) 
of the Act as recommended by the 
majority members of the Bonus Com¬ 
mission, although they have justified 
this deviation in the interest of indus- 
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out that, according to the Indian Min¬ 
ing Federation, over 100 million tonnes 
of coking coal have been used for non- 
metallurgical purposes. The trend is 
shown in the table on page 805. 

The private sector collieries have been 
able to step up the production of coking 
coal despite many severe deterrents like 
unrealistic price control, continuous 
increase in costs under various heads, 
transport bottlenecks, and lack of ade¬ 
quate demand. The production of cok¬ 
ing coal has been in excess of demand by 
about five to seven million tonnes a year, 
which has created considerable problems 
for the collieries because of the accu¬ 
mulation of huge stocks. 

The ordinance will, of course, get the 
prompt approval of Parliament, and the 
Prime Minister will be praised for tak¬ 
ing yet another step towards what she 
considers to be the march towards 
socialism. But this measure may result 
in the decline of production of the non¬ 
coking coal also since there will be little 
inclination to step up investment in this 
sector. At a time when production in 
all industries has to be maximised in the 
interests of defence and development, 
it will be unfortunate indeed if the coal 
industry is unable to play its part in 
catering efficiently to the demands of the 
country’s requirements. 
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procedure to modify any existing 
legislation, it is bad enough to 
go on talking of amending any legis¬ 
lation, especially the Bonus Act with a 
view to raising the minimum rate of 
bonus, thereby raising labour expec¬ 
tations, without a proper review of the 
Act in its actual operation prior to any 
such move. But to compel employers 
actually to pay a higher rate of bonus 
in the expectation of an amendment 
still in the offing is the most undemo¬ 
cratic, if not unparliamentary type of 
pressure tactics. That all this should 
have been done by a responsible central 
minister is even worse, nay unpardo¬ 
nable, to say the least. Mr Khadilkar 
who is undoubtedly chuckling within 
himself presently for having had the 
better of the employers, thanks to the 
ready and willing support he received 
from his communist friends under¬ 
standably, cannot escape responsibility 
for queering the pitch for the textile 
strike in Bombay this year. In the 
process, he has dealt a death blow to the 
Incomes, Wages and Prices Policy, 
the ollt-held out fad of his own senior 
cabinet colleague the union Finance 
Minister. It is a moot point whether 
he realises this at all. 

There is no use this country going on 
planning an increase of its exports 
merely on paper without ensuring that 
our export prices are—and will conti¬ 
nue to be at least for a reasonable 
period—competitive in the world mar¬ 
kets. This oresuoooses a J ^ 


Ballyhoo About Bonus 


trial peace] cavalierly to sweep the provi¬ 
sions of the Act under the rug. Frankly, 
one cannot explain the union Labour 
Minister Mr R. K. Khadilkar’s brain¬ 
wave in hitting upon a new formula of 
his own, unless it be a political stunt, 
and trying willy nilly to impose it 
upon the industry by making it appear 
that the employers’ representatives, too, 
had approved of it (though this was 
stoutly denied by the concerned repre¬ 
sentatives). 

Surely there is a clearly laid down 


consciousness which as a nation we 
seem to be woefully lacking if costs of 
production in the cotton mill industry 
provide any guide. Costs of production 
of cotton mills in this country have 
been going up all the time. More and 
more mills have been finding it hard to 
meet all their commitments and prices 
of cloth have reached a stage when 
consumer-resistance has begun to 
manifest itself. It is not realised by 
many that any setback to the industry 
in the vast internal market it enjoys is 
bound to affect its external market also 
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1 he unusual conditions created by a total 
war have forced Governments in India to un¬ 
dertake various schemes of State-trading but 
there exists as yet no connected account of 
these activities and the information so far avail¬ 
able to the public has been too meagre to make 
an “efficiency audit * at all possible. Similar 
activities during the last war Jed to the growth 
of huge suspense balances, some of which, it 
is stated, took some 10 years to clear. We 
must be thankful to the Auditor General for 
having pressed upon the Government of India 
a system of accounting which eliminates such 
suspense items and has made available to the 


Legislature a detailed account of the capital 
involved, the recoveries expected, suspense 
items within the capita] account, and the loss 
or gain which is adjusted by transfer to the 
revenue account. At the instance of the Public 
Accounts Committee, a running account show¬ 
ing the progressive figures of expenditure and 
receipts has been maintained in the accounts 
offices concerned and a brief narrative 
account of the financial results of the 
State-trading activities has also been 
prepared in consultation with the departments 
or offices concerned. 
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adversely* These are vital considera¬ 
tions that have to be borne in mind 
when any proposal is made, however 
popular it may be politically and 
however palatable it may be to orga¬ 
nised labour, which, after all, is but a 
fraction of the working classes all over 
the country, that may have the elTect 
of pushing up costs, let alone eroding 
mill profits, and pricing out our exports 
from world markets. 

Between the government of the day 
and the organised body of textile work¬ 
ers, the two have forced the member- 
mills of the MOA to agree to the 
payment of bonus and also advance at 
rates mutually decided upon by the 
MOA and the RMMS, and these 
would have been paid too before these 
lines appear in print, albeit with certain 
qualifications to give the appearance 
that mills have managed to keep some 
options open still. But it is on the 
cards that, whatever the final shape of 
the amended Bonus Act and whatever 
the carefully worded provisos of the 
MOA, no part of the payments once 
made can be deducted from or adjust¬ 
ed against future earnings of workers. 
Nor will the latter allow that, Bui then 
what is the effect of it all on the textile 
industry? 

The profits of the industry have stea¬ 
dily declined over the years. No Indus- 
can be regarded as healthy if it can¬ 
not recover the return on capital and 
reserves. Even with the slightly better 
profits in 1970, the mill industry could 
only partially recoup the returns on 
capital and reserves which were lost 
in previous years, particularly in 
196S and 1969. If the years 1969 
and 1970 are taken together, the 
industry has not been able to secure 
any return on capital and reserves, 
although the Payment of Bonus Act 
actually provides for a return of 8.5 
per cent on equity capital, return at 
contractual rate on preference capital 
and return at six per cent on reserves. 
And, withal the industry has had to 
agree to pay an advance of over two 
crores of rupees also. 

But the overall picture as above, 
unsatisfactory though it is. does not 
disclose everything about the industry. 
An examination of the individual mill 
companies shows that, out of 40 mills, 
11 mills will have to pay bon us at the 
expense of depreciation or development 
rebate or both; five mills will have to 
pay bonus at the cost of return on capi¬ 
tal and 10 mills at the cost of return 
on reserves. In other words, only 14mills 
seem to find it possible to secure all 
the prior charges laid down in the Bonus 
Act, namely statutory depreciation, 
development rebate, 8.5 per cent re¬ 
turn on equity capital, as also the con¬ 
tractual percentage return on preference 
'capital, and six per cent return on 
reserves. 
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In a poor country such as ours, no 
one would like to deprive the workers 
or deny them additional income, but 
every one is bound to agree it is short¬ 
sighted to kill the goose that lays the 
golden egg. It may be all right to evolve 
a formula that is aimed at taking care 
of the rising costs of living, even if it be 
in relation to a microscopic fraction of 
the total working population in the 
country, but a stage is bound to be 
reached when the automatic increase in 
the bonus burden on ihe industry which 
is unrelated to profits must stop and 
the mill industry has reached ihat stage 
in all conscience. The bonus for 1970 
is Rs. 3.14 crores, the highest for any 
year since 1964, thanks to the conti¬ 
nuous increase in the cotton mill in¬ 
dustry's wage bill made possible by a 
continuously rising dearness allowance. 
Between 1969 and 1970, the total rise 
in the wage bill of the industry came 
Rs 3.16 crores. 
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Whereas, between the years 1964and 
1970. average wages have moved up 
by Rs 92.11 per month per worker 
(from Rs 182.67 in 1964 to Rs 274.78 
in 1970) bonus has moved up from Rs 
87.68 in 1964 to Rs 131.89 in 1970. 
Had there been a similar increase in the 
total output of the industry also, the 
incidence of the higher bonus would not 
have mattered much, but mill produc¬ 
tion unfortunately has been steadily 
declining. 

A rising wage bill, soaring prices of 
raw materials and falling production 
are certainly not the constituents that 
go to make a healthy industry and 
when an industry so situated is also 
confronted with consumer-resistance 
as the cotton null industry happens 
to be today, it is time everybody 
began scrutinising the economics of 
this industry more closely arid 
carefully. 
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Jobs For Millions 

K. N. MODI 


India being the second most populated 
nation of the world has been facing the 
problem of providing jobs to millions 
who are jobless. The five-year Plans have 
tried to reduce the problem of un¬ 
employment by creating additional job 
opportunities. The emphasis on growth 
and development of small-scale indus¬ 
tries, khadi and village industries and 
many other programmes have tried to 
provide jobs to more persons or to pro¬ 
vide better jobs to the already employ¬ 
ed. Restrictions have been placed on 
automation, modernisation and the use 
of the latest techniques has also been 
denied with the hope that hese policies 
would help in reducing the rigour of the 
problem. Unfortunately, these hopes 
could not be fulfilled to the extent it 
was expected. 

The ever-rising population, urbani¬ 
sation, education explosion and slug¬ 
gish growth of the economy have all 
added fuel to the fire. The gap between 
the number of jobs available and the 
job seekers instead of reducing is 
increasing year after year, creating not 
only economic problems but also social 
tensions, student unrest and scores of 
other worries. 

Increasing Unemployment 

While at the beginning of the second 
five-year Plan, the number of the un¬ 
employed persons was estimated at 
5.3 millions, the planners estimated the 
backlog of the unemployed at 9 to 10 
million by 1965. Thereafter, no official 
estimates were made available but the 
number of the unemployed currently is 
estimuted at 30 million. On top of it 
all. the problem is likely to assume a 
frightening size in the future. According 
to "the Institute for Population Studies, 
during the current decade (1971-81) 
there will be addition to job seekers of 
the order of 59 millions. Thus, even if 
the aim is to stop further increase in the 
number of the jobless, on an average 
six million jobs should be created every 
year during 1971 and 1981 as compared 
to three million jobs created every 
year during the third Plan period. 
Therefore, even to maintain the status 
quo, the number of new jobs should be 
doubled in comparison to what has 
been possible in the past. 

In addition, the level of under¬ 
employment and seasonal un-employ¬ 


ment has to be reduced for raising the 
level of living of rural masses. As the 
Committee of Experts on Un-employ¬ 
ment Estimates rightly observed: “there 
is very little open or outright un¬ 
employment in rural areas but there is 
considerable seasonal unemployment 
and/or under-employment.” For this 
segment of the population, the problem 
is to raise the level of income by im¬ 
proving the productivity of existing jobs 
and/or creating seasonal un-skilled or 
semi-skilled jobs at places of work 
when the rural folk are not fully occu¬ 
pied in agricultural operations. 

Acute Problem 

With the education explosion, there 
is increased un-employment among the 
educated young persons most of whom 
seek salaried jobs. The problem is not 
confined to finding jobs for a few thou¬ 
sand engineers, doctors or graduates 
but to a much larger number of the 
relatively less-educated persons. As 
the Committee of Experts on Un¬ 
employment Estimates, correctly stat¬ 
ed: “The problem is perhaps more 
acute, at any rate in terms of numbers, 
for those who are nominally educated 
in the sense that they have not acquired 
adequate proficiency in any vocation. 
Many of these nominally educated are 
probably in the category of persons 
who leave school before matriculation 
or obtain a bare pass class in higher 
examinations'’. 

Thus, it is clear that the magnitude 
of the problem is large not in terms of 
numbers alone, it also is very complex 
in nature. While a large number of 
persons have to be found jobs, addi¬ 
tional job opportunities will have to be 
created for underemployed persons at 
their existing places of work. Further, 
jobs have to be created in such a way 
that they are related to the talents, edu¬ 
cational qualifications and aptitude of 
job seekers rather than providing any 
job so that there might be job satisfac¬ 
tion and reduced work tensions. Creat¬ 
ing talents according to demand also 
needs attention. This will need syste¬ 
matic study of demand and supply of 
labour for various types of jobs. In 
the past enough attention has not been 
paid to this aspect. Therefore, in spite 
of a large number of un-employed per¬ 
sons, there have been shortages in cer¬ 
tain vocations. Moreover, in certain 
professions such as construction activi¬ 


ties, there are seasonal shortages. 

In view of the magnitude of the pro¬ 
blem and the complexities of the issues 
involved, there cannot be any magic 
formula to resolve it. The problem 
will have to be attacked on ail fronts 
with determination but patience. No 
doubt the monster of population has 
to be tamed to a greater degree than in 
the past; the ultimate aim should be 
to match supply of manpower to de¬ 
mand. Greater attention needs to be 
given to the creation of jobs for all of 
them who are born in this country for 
which the only answer is accelerated 
economic activity on all fronts. 

The agricultural sector generates 
more than half of the national income 
and provides jobs to the largest num¬ 
bers, In this sector job opportunities 
for new entrants may be limited but 
through intensive cultivation and rural 
industries there is a great scope to re¬ 
duce under-employment. The problem 
of under-employment is more acute in 
such regions as eastern UP, Bihar, and 
those states where agricultural produc¬ 
tivity is low. In more prosperous states 
such as Haryana, Puqjab, western UP 
etc., the problem is in manageable pro¬ 
portions. Therefore, it is important to 
increase productivity of agriculture 
through modern practices, changing the 
outlook of farmers, supplies of imporved 
varieties of seeds, fertilisers and irriga¬ 
tion facilities. Throughout the coun¬ 
try and in the case of ail crops, attempts 
should be made to bring about a revo¬ 
lution which will create additional job 
opportunities not only through food- 
grain production but also by the pro¬ 
duction of adequate cash crops such as. 
cotton, jute, oilseeds etc. which in turn 
would increase job opportunities in in¬ 
dustrial and tertiary sectors. 

Multiplier Effect 

The agricultural uplift will have a 
multiplier affect. The rise in the level 
of income of the agricultual population 
will create demand not only of agricul¬ 
tural inputs but also of consumer goods, 
raising employment potential in indus¬ 
trial and terrtiary sectors. Therefore, 
the utmost attention should be paid to 
bringing about prosperity in the agri¬ 
cultural sector and we should aim at 
of 6-7 per cent rate of growth per an¬ 
num not only in food but also in cash 
crops. In order to take maximum 
advantage of this growth for further 
economic development, saving habits 
should be nurtured in rural India. The 
net-work of branches of banks esta¬ 
blished in the last two years can be a 
good medium for it. 

The government this year has iaun* 
ched a crash programme for rual em¬ 
ployment costing Rs 50 crotes to build 
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roads, land reclamation, minor irriga¬ 
tion, soil conservation, afforestation etc. 
All these schemes are very desirable 
but may not achieve results without 
proper planning. The 1970-71 budget 
provided Rs 25 crores for similar schem¬ 
es but only Rs six crores could be utilis¬ 
ed. Instead of chalking out programmes 
just to absorb manpower, the schemes 
should be justified in terms of national 
gross product and should create perma¬ 
nent assets* The rural requirements 
should be assessed first and then funds 
should be spent on the basis of priori¬ 
ties. 

For the creation of jobs for new en¬ 
trants, the best posibilities lie in acce¬ 
lerating the growth of industries of all 
sizes. Unfortunately, this sector is 
growing at a snail’s pace in recent years. 
While in earlier years the growth in the 
industrial sector used to be of the order 
of eight to nine per cent per annum, 
in 1970, its growth was around five per 
cent and in the first half of 1971 only 
1 to 1.5 per cent. 

Shortage of Raw Materials 

The fall in industrial activity is due 
to a number of factors amongst which 
shortages of critical raw materials such 
as steel, non-ferrous metals, chemicals, 
cotton and jute, and shortage of power 
as well as labour unrest are the most 
important. There is large un-utilised 
capacity in a number of industries basi¬ 
cally not because of shortage of demand 
but for want of power or materials, 
.Millions of jobs can be created by pro¬ 
viding adequate inputs to such indus¬ 
tries as engineering and textiles which 
should get top priority in planning. 

In addition to ensuring fuller utilisa¬ 
tion of existing capacity, maximum pos¬ 
sible investment should be encouraged 
in all types and all si/es of industries 
especially for those items for which 
there is shortage. The process of pro¬ 
duction should not be based merely 
on its capacity to generate employment 
but on its impact on growth, it should 
be based on the criterion that the capi¬ 
tal-output ratio is maximised. It will be 
a short-sighted policy if the selection of 
industries, the process of production 
and technology to be used is based 
merely on direct employment potential. 
Only those industries, should be 
set up and those methods adopted 
which generate maximum growth 
because in the ultimate analysis job 
opportunities can be increased by 
maximising the growth rate of the 
economy. It will do great harm to 
the country if we discard modern tech¬ 
nology merely because of the un¬ 
employment problem. We have already 
become uncompetitive in markets of the 
world. 

More jobs can be created by using 
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the most efficient means of production 
and maximising labour productivity 
rather than by using the technology 
which has been discarded elsewhere. 
H one looks at the map of the world 
one finds that onl\ those countries ha\e 
full employment* which use modern 
methods of production. It is the USA 
Canada, the UK and France which 
are suffering from labour shortages. 
West Germany. Austria, Japan and 
Switzerland which are growing last 
are also nor finding adequate number oi 
persons to man various jobs. The sur¬ 
plus manpower is only in those count¬ 
ries which are backward in technology. 
Therefore, the only answer to provid¬ 
ing jobs to millions is to accelerate the 
growLh of the economy through larger 
investments and modern means of pro¬ 
duction. The modern methods should 
be used not only in large-scale or new 
industries but also in agriculture, small- 
scale industries, means of transport and 
communication etc. However, to have 
balanced growth and solve acute un¬ 
employment problems in thickly popu¬ 
lated areas, special incentives nun be 
provided for backward districts. 

The work to be done is so large that 
all manpower can be absorbed. The 
problem is of harnessing resources. In¬ 
dia is a rich country with poor people. 
The only solution for this is that mo¬ 
dern technology should be fully used 
for exploiting its hidden wealth. 1 he 
problems of resources should he got 
over through encouraging domestic 
savings and giving incentives for in¬ 
creased inflow of international help. 

Some Suggestions 

In the light of the above observations 
the following are some of the sugges¬ 
tions for creating additional job oppor¬ 
tunities wh ; ch merit special attention: 

(i) Research in agriculture should be 
intensified and special attention should 
be paid to improve yield of cash crops 
specially cotton, groundnuts and pulses. 

(ii) The farmers in backward regions 
should be encouraged to use modern 
methods of production through educa¬ 
tion and publicity. They should also 
be provided adequate credit by banks 
and other financial institutions’so that 
they may practise improved methods 
of cultivation. 

(iii) Special attention should be paid 
to the development of minor irrigation 
facilities in less prosperous and back¬ 
ward areas. 

(iv) Improved methods of production 
and high-yielding varieties of seeds 
should be developed for rain-fed areas. 

(v) Better transport, communication, 
and marketing facilities should be de¬ 
veloped in rural areas with priority to 
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backward regions. Those works should 
specially be completed in those months 
when agricultural operations are at a 
low' ebb so that the under-employed 
persons can be given jobs. 

r. 0 Medical, health and sanitation 
facilities and drinking water supplies 
should be improved in agriculturally 
backward regions. 

(viO Special attention should be 
paid to power generation and supply 
to rural areas to enable the develop¬ 
ment of irrigation facilities and rural 
inclust rialisation. 

(vin) Existing industries should be 
provided with adequate raw materials 
so as to operate at full capacity. For 
this purpose, in the short run more im¬ 
ports should take place but side by side 
larger domestic production capacity 
should be created as quickly as possible. 
For example, the supply of steel should 
be augmented through mini-steel plants. 
The requirement of textile fibre should 
be met by allowing capacities for staple 
fibre/polyester. Similarly., attention 
should be paid to the supply of non- 
lerrous metals and industrial chemicals. 

fix) Existing industries whether in 
the large or small-scale sector should 
be modernised but without tears so as 
to generate better and economical 
production for the masses and for ex¬ 
ports. ' 

(x) Labour-intensive export-oriented 
industries such as electronics, machine 
components, garments etc. should be 
developed in a big way using modern 
methods of production if necessary 
with foreign collaboration 

(x») Import substitution should be 
encouraged in a big way and all facili¬ 
ties should be given for the develop¬ 
ment of industries for this purpose. 

(x i i) New enIre preno u rs s ho u 1 d be gi - 
\cn all encouragement: facilities for fast 
growth by banks and financial institu¬ 
tions and advisory promotional sci- 
\ieos should be established for them. 

(xiii) Each one of the large in¬ 
dustrial house may be entrusted with 
the development of one or more back¬ 
ward district. For this they should be 
given all facilities regarding transport, 
communication and credit: applica¬ 
tions for industrial licences should 
be cleared quickly and without re¬ 
quiring reference to the Monopoly 
Commission. 

(xiv) In addition to maximising do¬ 
mestic savings, the inflow of foreign 
aid/assistance from international finan- 
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d:il institutions and private foreign 
capital should be augmented. 

(xv) Investment in research and 
technology should he encouraeged 
to harness unexploited wealth of the 
country. 

Attention should also be paid to the 
development of such technology as em¬ 
ploys more labour but without affect¬ 
ing quality or increasing the cost of 
production. 


(xvi) Efforts should he made to get 
maximum return on all investments 
through modern management techni¬ 
ques and taking advantage of exper¬ 
tise built by the private sector. 

(xvii) Family planning drive should 
be further encouraged and industrial 
organisations and labour unions should 
be encouraged to play a greater 
role in the reduction of the birth 
rate. 


Impressive Record of Oil India 

A CORRESPONDENT 


On Octori'k 19, 1971, the Petroleum 
Minister, Mr P.C. Sethi, drew in the 
capital lots for the repayment of the 
fourth instalment of Oil India’s 1968-77, 
6J per cent debenture stock, floated in 
1962. With the repayment of this ins¬ 
talment on November 15, 1971, the out¬ 
standing of the debenture stock will 
stand reduced to Rs 18 erores. The 
total stock was Rs 30 erores. Three 
instalments of Rs 3 erores each, have 
already been repaid. The entire stock is 
to be redeemed in 10 yearly instalments 
by November 15, 1977, or earlier at the 
discretion of the company. 

The debenture issue was made to 
linance development projects of the 
company including part of the cost of 
the Rs 49 erores pipeline laid by the 
company in early sixties to connect its 
Nahorkatiya and Moran oilfields with 
the public sector refineries at Noonmati 
(Gauhati), in Assam, and Barauni, in 
Bihar, the two principal consumers of 
the companv’s crude oil. The company 
also supplies sonic crude oil to the 
Assam Oil Company’s Digboi refinery 
but the pipeline to move this crude was 
already there and was laid by the Assam 
Oil Company. The issue being the 
biggest in the debenture history of the 
country, its success in 1962, soon after 
the Chinese aggression, was an indica¬ 
tion of the faith the subscribers had in 
the soundness of Oil India. 

Saga of Achievement 

The construction of the 1,152 km 
pipeline of Oil India the largest in 
this part of the world - was saga of 
achievement. It was laid against heavy 
odds in one of the most difficult terrains, 
strictly according to the tight schedule 
and well within the rigid cost estimate. 
The pipeline passes through three slates 
Assam, West Bengal and Bihar - 
and crosses 78 major rivers. There are 
31 rail bridge crossings, seven suspended 
crossings and 40 submerged crossing. 
The pipeline is of all welded construc¬ 
tion. To prevent the waxy crude of 
the company from congealing, crude 
conditioning facilities had also to be 


created for this purpose at Nahorkatiya 
and Moran. The pipeline is of the latest 
design, fully telemetered and lelecont- 
rolled. Since its construction, it has 
been performing admirably. There were 
some breaches in the pipeline in 1968 
when it was damaged at a couple of 
places due to unprecedented floods in 
West Bengal. The damage was repaired 
in record time by the energetic 
efforts of the pipeline staff with the re¬ 
sult that the interruption in the move¬ 
ment of crude did not much affect the 
refining operations at the Barauni re¬ 
finery. Besides Oil India’s crude, this 
pipeline is moving substantial quantities 
of crude oil produced by the Oil and 
Natural Gas Commission from its fields 
in Rudrasagar, I*akwa and Sibsagar. 

Satisfactory Position 

The redemption of the debenture 
stock, strictly according to schedule, 
and the meeting of the other loan liabi¬ 
lities of the company as well without 
delay, reflects the highly satisfactory 
financial position of Oil India, despite 
the fact that in early stages rhe crude 
offtake by the principal gpnsumcrs from 
its oilfields left much to be desired. As 
on December 31, 1970, the total out¬ 
standing loans of the company amoun¬ 
ted to Rs 31 .67 erores, against an equity 
of Rs 28 erores. The equity to loan 
ratio thus worked out to 1: 1.1. At one 
time, in mid-sixties, this ratio was 1:2. 
The loan liability of the company at 
that time aggregated to nearly Rs 58 
erores. 

fhe government investment in Oil 
India, along with an equal investment 
by The Burmah Oil Company, has till 
now benefited the exchequers of the 
central and state governments to the 
following extent: 

Dividends Rs 17.72 erores 

Income and dividend 

taxes Rs 15.89 erores 

Royahv and deed reve- - 

nue Rs 17.32 erores 

Sales tax Rs 13.25 erores 

The dividend receipts of the govern¬ 
ment are on an equity investment of 


Rs 14 erores; 50 per cent of the total 
Rs 28 erores equity capital . 

The above financial results were 
achieved, along with providing all 
possible amenities to the workers and 
the staff, working in a remote comer 
of Assam, and along the pipeline route, 
over three states in the north-east, 
while keeping the price of crude oil 
well below the import parity. In 1970, 
Oil India’s price was just a little over 
Rs 95 per tonne. The cumulative output 
of crude oil since the start of the explo¬ 
ration of the Nahorkatiya and Mo¬ 
ran oilfields has been over 22 million 
tonnes. This represents a saving of over 
Rs 200 erores in terms of the cost of 
imported crude. The present proved 
and indicated reserves aggregate to 
approximately 39 million tonnes of 
crude, valued at nearly Rs 400 erores. 

Latest Technology 

Besides stringent financial control, all 
along elforts have been made to bring 
down costs through the adoption of the 
latest technology. Not only the drill¬ 
ing time has been successfully brought 
down but also the time taken for shift¬ 
ing the drilling equipment from one 
job to another has been cut consider¬ 
ably. With a view to cutting down the 
time taken for completing wells, every 
aspect of drilling operations was closely 
scrutinised. The policy of hole sizes, 
hydraulics, types of bits, drilling para¬ 
meters, mud properties, etc., was impro¬ 
ved. 

This massive effort has yielded 
the desired results. Over the years 
the average time taken for drilling a 
well from the spud-in to the objective 
depth has been reduced from about 70 
days to just 15 days. A record 
achieved has been the drilling of 2,814 
metres in 7 days and 19 hours. In 
order to reduce the time taken in 
moving a rig from one drilling site to 
another, the logistics of rig moving were 
thoroughly revamped. Equipment was 
unitised as far as possible into packages 
capable of being moved with the mini¬ 
mum of handling. Phasing out of the 
movement and establishing a correct 
sequence of movement also helped in 
eliminating duplication of effort. 
Whereas 70 to 80 days were taken for 
the movement of rigs in the early years 
of Oil India’s operations, this time has 
been drastically reduced. A record 
achievement in this regard has been the 
rig move from Moran well No. 45 to 
well No. 46 in just two days and four 
hours. 

Substantial savings in drilling have 
also been effected through drilling dual 
wells in which oil is tapped from two 
different horizons. Several wells have 
already been drilled. The “comming- 
ling” device whereby output from both 
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In our little way.. 



we help India 
f iqht its war 
on all fronts 


As India moves towards its goal of all-round develop* 
ment, we make our contribution. On the food front. 
Union Carbide provides pesticides and polyethylene 
film which help the farmer reap a bigger,better harvest. 
On the home front we bring to you a variety Of 
household articles ranging from batteries and flash- 
fights to colourful containers made from our poly¬ 
ethylene. We supply raw materials and chemicals 


essential for the pharmaceuticals, paints, textiles. Iron 
and steel and rubber industries. On the export front, 
Union Carbide combs the five continents for new 
markets and its products reach more than 50 countries 
including the U.S.A. These are but some of the seeds 
that Union Carbide India Limited has sown to raise ths 
standards of living of the people of India. Ves, in our 
little way we help India fight its war on all fronts \ ^ 



sowing the seeds of progress 
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7years old and 
in 35 places 
all at once 




In iusi seven \earx Gujarat Steel Tubes account 
10 pci cent of the country's total exports of steel tubes and 
pipes. Earn over u crorc m foreign exchange. Arc in demand 
in 35 countries all over the world Including sophisticated 
markets such as U.S. and West Germany. 

Since l%6 we have increased our exports by 220 per 
cent—twice winning Engineering Export Promotion Council 
awards. Today we arc among India’s largest exporters of 
steel tubes and one of 73 expnit houses recognised by the 
•Government of India 

We started with advantages; the enthusiasm and enter¬ 
prise of youth Sound technical know-how. An uncompro¬ 
mising dedication to quality. All of which enabled us to 
declare a dividend in our first year of production. 

Since 1966 we have doubled our sales. And added the 
most modern welding technique—TUFFWELD—high 
frequency induction welding. 

We look forward to the future with confidence. A 
confidence born of achievement. The trust of our dealers. 
The satisfaction of customers. Above all. the unsurpassable 
quality of our pioducts. 



GUJARAT STEEL TUBES LIMITED* 

Bank of India Bldg, Bhadra, Ahmedabad 1 



» 
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the depths is obtained simultaneously, 
has also been successfully introduced. 
With a view to efficient exploitation of 
its crude resources, many deviated wells 
have also been drilled by Oil India so 
that the reserves under the rivers in its 
exploration area could be tapped. 

As stated earlier, the creation of crude 
conditioning facilities at Nahorkatiya 
and Moran was another noteworthy 
technical achievement of the company. 
Such facilities were created at Nahor¬ 
katiya for the first time in the world. 
The company is currently producing 
crude oil at the rate of slightly over 
three million tonnes per annum. Its 
share in the country’s total crude out¬ 
put is over 45 per cent. In the interest 
of maintaining this level of production 
for as long a period as possible, it is ener¬ 
getically engaged in the exploration of 
oil in its new concession areas — the 
Dum Duma and the NEFA areas. In 
the Dum Duma area, small oil and gas 
fields have been located at Tinali, 
Bogapani and Kusijan. In the NEFA 
area unqualified success is yet to be 
achieved. 

Indianisation of Staff 

For maximising its crude oil putput 
from the existing wells, secondary 
methods of recovery — injection of gas 
and water — are being used where re¬ 
quired. Up to December 31, 1970, over 
0.9 million kilolitres of water and 60.6 
million cubic metres of gas had been in¬ 
jected intd the oilfield formulations. 

Tn line with the government’s policy 
of lndianising staff to the maximum as 
expeditiously as possible. Oil India re¬ 
duced the expatriates on its pay roll 
from 62 in 1961 to 8 on April 1, 1967. 
The services of these eight except for 
one h»ve since been dispensed with and 
their assignments have been taken up 
by Indians. The position of the Manag¬ 
ing Director — the highest executive 
office in the company — was Indianised 
in November. 1969, when Mr A.B. 
DaS Gupta took over as Managing 
Director, as a joint nominee of both 
the Government of India and The 
Burmah Oil Company. The same ap¬ 
proach was adopted in the case of the 
appointment of Mr R.S. Gupta (for¬ 
merly Financial Adviser of the Ministry 
of Petroleum) as Financial Director. 

Oil India is a fifty-fifty partnership 
between the government of India and 
the Burmah Oil Company. The partner¬ 
ship was entered into 12 years ago to 
exploit the Nahorkatiya and Moran oil 
discoveries in early fifties. The com¬ 
pany is poised for an expansion for its 
activities, not only in its main field, 
which is exploration, but also in allied 
spheres, such as utilisation of gas and 
consultancy programmes. On further 
exploration, it is up to the government 
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to formulate its ideas' on how best to 
utilise the expertise and talent available 
with this company. IiLview of the gap 
between the demand for crude and its 
availability from indigenous sources, 
now increasing at a fast rate, it is cer¬ 
tain that the government will bestow 
series consideration on all aspects of 
this problems . It would be an attrac¬ 
tive proposition, if it is true, that there 
are possibilities of assigning Oil 
India exploration work outside India. 
It is a good example of a joint sector 
enterprise, in the words of the Prime 
Minister. It will not be surprising if 
this “good example” is sent out on 
a pioneering mission. 
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Oil India is already working on a 
scheme to condense its field gases into 
LPG (Liquefied Petroleum Gas) and 
supply it in bulk to the agencies con* 
cerned with marketing. This will make 
a significant contribution to the demand 
for domestic fuil, and to that extent 
will displace kerosene, a product in 
short supply. It has also formulated 
schemes to offer consultancy services 
on pipelines (construction and mainte¬ 
nance! and computer programmes. 
Having the sympathy and support of 
both the partners (the government of 
India and the Burmah Oil Company) 
it seems assured of a bright 
future. 


Roads 


S-N- CHATTERJEE 


It is common knowledge that road 
transport always p l uys a vital role in 
agricultural production, marketing and 
rapid industrialisation of a developing 
country such as India. Logically, the 
Coihmitlee on Transport Policy and Co¬ 
ordination of the Planning Commis¬ 
sion stressed in its report the necessity 
of a concerted attack on transport 
problems that inhibit agricultural and 
rural development. 

The F1CCI in its study about the 
need to tap the increased rural demand 
generated through the green revolution 
has already noted: “The rural areas 
of these states <\iz. UP, Maharashtra, 
West Bengal, Punjab and Haryana) have 
the greatest potential for absorbing the 
output of industries further.” And 
naturally the Director General, Road 
Development. Roads Congress, has ob¬ 
served that the “need therefore is indeed 
very great to provide a sound infra¬ 
structure not only to cater to the traffic 
requirements arising due to the de¬ 
veloping economy but also for the pur¬ 
pose of reaching the heart of rural 
community with a view to bringing half 
a million of India's villages into the 
mainstream of the national life.” 

Incidentally, in a recent study (see 
RBI Bulletin, November 1970) the 
following specific case studies were 
cited to prove that better transport faci¬ 
lities among rurahtes create very soon 
ideal conditions for unprecedented 
economic activities to generate new 
opportunities for businessmen: (a) The 
Ramnad-Mandapam Road in India, 
only 21 miles in length, now makes it 
profitable to cultivate the lands that 
were so long marginal or intra-marginal 
besides increasing the output of princi¬ 
pal non-agricultural products or the 
value of agricultural land or land for 
construction, besides bringing down 
prices in villages close to Ramnad 


market with the aid of networks of 
feeder roads, (b) \ 12 feet tarred road 
in Wazirpur (Haryana) has already 
made vital changes in the local rural 
scene. To illustrate : cash is now enter¬ 
ing the village daily by the sale of vege¬ 
tables. But then such cash was only 
obtained previously from outside only 
twice a year. In addition, substantially 
larger returns per acre through sale of 
such vegetables and supplementary rural 
income by increased volume of milk 
sold to neighbouring towns have been 
possible (c) A five-mile hard-surface 
link road has as well changed the whole 
pattern off arm life in a village in 
Rajasthan, wherein sugarcane cultiva¬ 
tion has already been possible, with 
a spurt in tubewell construction, 
and the same being transported to the 
mill. <d) Finally, in Thailand, the 
Friendship Highway has converted 
partially used jungle land along its 100- 
mile route to highly prosperous and pro¬ 
ductive farms. 

The green revolution with conse¬ 
quent increases in rural income now 
creates a more powerful demand for in¬ 
creased mileage of modern rural roads 
with better road transport services. Al¬ 
so, good price incentive is indispen¬ 
sable for any rise in production which in 
turn depends either on the farmer’s 
ability to spend his money at reason¬ 
ably priced goods or his privilege to 
get the increased produce despatched 
from the production centre quickly, 
efficiently and cheaply, besides obtaining 
his consumer products at ease and at 
economieprices. But the point remains: 
arc all these possible at all unless our 
rural communication system is brought 
to an efficient standard? More so, 
when, to quote the Director General, 
Road Development, Indian Roads 
Congress, “for the vastly larger net¬ 
work of village roads, the conditions 
are worse. This would very greatly 
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underline the imperative need and ur¬ 
gency of improving and developing 
the existing system to proper standards 
without any further delay if the in¬ 
vestment already made has to yield 
premium and good return”? 

Yet, in the opinion of a celebrated 
foreign economist, there can be no revo¬ 
lution in agriculture without a revolu¬ 
tion in road transport. Again, the ex¬ 
pansion of consumer goods production 
demands trucking services or a large 
network of highly motorable roads, the 
motor vehicle rather than the railways 
being the only practical method of 
transport. In fact, according to the 
study by the RBI already noted, the 
inadequacy of road development has al¬ 
ready prevented exploitation of the full 
potential to develop agriculture in UP 
and Maharashtra. And no wonder, 
the state of UP, though blessed with 
deposits of rich soil, suffers from lower 
financial or physical returns and that 
her failure to produce more remunera¬ 
tive crops, to give up backward agri¬ 
cultural techniques and to sink adequate 
number of tubewells only proves this 
hard fact that road conditions in UP 
are an “important factor” and that 
without transport it is difficult to main¬ 
tain supply of inputs that modern agri¬ 
culture demands. Again, the state of 
Mahasrashtra. an industrially developed 
state, has u> suffer as her agricultural 
marketing has been “pretty difficult” 
due to poor development of roads. 
More so, when of her 34,361 villages 
covered in a transport survey, it was 
disclosed that about 27,000 were off 
the main road system besides half of 
them having no approach roads linking 
them to the main road. 

Damper for Growth 

It is thus clear from above that the 
inadequacy of roads in UP and Maha¬ 
rashtra has served as a damper for full 
exploitation of their agricultural pot¬ 
entials while in a sister state, viz, Pun¬ 
jab, an increase in road length in the 
recent past has been responsible to a 
significant extent for her wheat revo¬ 
lution. And in the circumstances, the 
urgent need today is to arrange a com¬ 
bined farming and transport programme 
in our rural sector both to tap the vast 
rural market and to meet the increased 
demand therein : more so, when rural 
roads in turn have already turned the 
rural societies of Punjab, Haryana and 
Tamil Nadu bv providing new' jobs, 
economic and social opportunities and 
by stimulating exports. The commer¬ 
cialisation of agriculture presupposes 
more regulated market towns with ade¬ 
quate roads for helping farmers to store 
their produce at convenient places or 
supplying necessary processing plants, 
consumer items, credit facilities etc. 

The paradox, however, remains that 


we still maintain a serious gap in the 
rural road system when in the first nine 
years of the 20-year plan, the nation 
has at best accomplished 10 per cent 
of rural roads and 20 per cent of other 
district roads target. Again, in the 
opinion of Mr Wilfred Owen, the 
celebrated economist : “Four out of 
five miles of national highways (in 
India) are one-lane. There is not yet 
the completely connected national high¬ 
way system : 400 kms of gaps are yet 
to be closed and more than 50 major 
bridges need to be built. Culverts and 
bridges are often weak and pavements 
inadequate. State and district roads, 
which comprise the rest of the main 
road system, are even poorer than the 
national highway. Narrow and bumpy, 
often flooded during the monsoons 
they are severely limited in load carry¬ 
ing capacity and permissible speed. 
And on the vastly larger network of 
village access roads, conditions are 
generally so poor that motorised traffic 
i^ impossible.” 

Bitter Truth 

Fhe bitter truth further remain 
that (a) despite the artificial in¬ 
flated operational costs of road 
transport (either due to excessive 
burden of taxation or severe curbs 
placed upon its natural expansion), 
the preferences for road transport are 
great even when the Exchequer gets at 
present large amounts from the indus¬ 
try; and ib) the disbursements made for 
road construction and maintenance are 
highly disproportionate as compared to 
the total income from road transport 
and national income of India. Again, 
the states of Maharashtra, Gujarat, 
MF and UP will have yet to reach 
the Nagpur Plan targets of 1943. An 
irony no doubt when our proposed 
outlay in the fourth Plains only Rs 876 
crores for road development against 
the recommendations of the Working 
Group on Road Development for a total 
provision of Rs 1300 crores or the 
proposed outlay (according to the 20- 
year road development plan from 1961 
to 1981) of Rs 1354 crores for the re¬ 
vised fourth Plan period (taking into 
account the huge backlog of a total of 
Rs 478 crores). 

But simultaneously the point to be 
pressed is that by deliberate denial of 
legitimate allocations for road deve¬ 
lopment, specially in the rural sector, 
we will be denying to ourselves the 
overall stimulus for India’s economic 
development that the healthy growth of 
road transport system can alone im¬ 
part. For putting our rural roads on 
the right pedestal, interested circles 
have suggested that it is worthwhile 
constituting a “Rural Roads Corpora¬ 
tion” or a board with the co-operation 
of all concerned (viz, the union and 


November 5, Wt 

state governments, local bodies and 
the people) which would provide m 
effective central agency to render ncces- 
sary financial assistance for rural roads 
on a sure and sustained basis and act as 
a chief overall supervisory agency 
through its branches in each state 
for broadly ensuring that the road 
development is encouraged. For the 
same reason, the adoption of the Market 
Committee Funds Scheme, already fol¬ 
lowed by the states of Haryana and 
Punjab, to provide additional funds for 
rural roads have been commended. 
And under such a scheme, every market 
committee in the state levying a fee 
on the produce sold in its jurisdiction, 
on an ad valorem basis can reasonably 
expect sizeable finance. 

In this context, the Sinha Committee 
feels that rural roads should form at 
least 25 per cent of the planned outlay 
as the green revolution pre-supposes 
well-maintained rural road network and 
diffused road transport services for 
regular marketing of increased agri¬ 
cultural products from 5,50,000 vil¬ 
lages Furthermore, in addition to the 
construction of new roads, the standard 
of existing roads has to be improved 
and the roads have to be strengthened 
for heavier traffic. It is high time for us 
to earmark a specific amount (non- 
divertible to any other sector) for 
rural roads, to form a co-ordinated 
agency in each state to look after rural 
roads, to secure and guarantee rural 
road maintenance funds and to select 
rural road projects on pre-determined 
principles. 

Immense Scope 

In any event, there still exists immense 
scope to raise the level of our rural 
marketing by improving communica¬ 
tions through better roads and trans¬ 
port facilities when the farmer now takes 
his work as a kind of business. Such an 
improvement in rural communication 
system is all the more necessary when 
according to a study by the NCAER 
on the market towns and spatial deve¬ 
lopment in India, there are now 1000 
regulated market towns, localed in 
cities of 10,000 to 50,000 population, 
and that for a full coverage of all the 
states about 5000 more of such agro¬ 
centres all over India will be needed. 

Finally, it is necessary for us to 
appreciate this simple fact that if 
farmer has to travel miles and miles to 
buy a product, then such a trouble is 
enough for him to shelve his idea or at 
least to reduce the frequency of his 
purchases. Conversely, continuous dis¬ 
play of consumer products at the rural 
level and an awareness of their existence 
help to translate any desire into demand* 
Similarly, the farmer's natural or creat¬ 
ed desire for consumer goods is guickJy 
destroyed due to variable quality ana 
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prices; but he becomes a regular custo- gold or paper currency even today, 
mer* like bis urban brother, provided and which perhaps run into thousands 

he gets consistently good quality at of rupees, what greater laboratories can 

steady prices. That is why the urge is exist for their expei ononis? More so. 

for better transport facilities in the rural when the simple mralites could easily 

sector either to create ideal conditions be persuaded to invest in collectively 

for economic activity, generating new improving their conditions of living 

opportunities for businessmen, or to through better marketing technique 

satisfy the latent desires of our farmers, provided adequate iural network with 

And rightly some of our marketing the aid of better ;i nd improved road 

experts argue : when many of our conditions is made available for ifie 

ruralitcs invest their surplus cash in purpose. 

Social Sciences Documentation 

DIPAK B* R- CHAUDHURI 


Inaugrating run first meeting of the 
Indian Council of Social Science Re¬ 
search (TCSSR), Dr V.K.R.V. Rao, the 
Chairman of Social Science Research 
Committee and then union Education 
Minister, suggested high priority for 
the programme “to establish, at 
its headquarters, a strong data lib¬ 
rary and documentation and ser¬ 
vices centre”. He advised that kfc a 
Union Catalogue of the material 
available in selected libraries may be 
prepared, similar catalogues obtained 
from other countries, bibliographies 
prepared on selected themes and im¬ 
portant books and back numbers of 
periodicals obtained, if necessary, on a 
photostat or microfilm basis. It should 
function as a clearing house of informa¬ 
tion with regard to social science re¬ 
search and also provide certain essential 
facilities to research workers such as 
statistical services and technical gui¬ 
dance in designing, coding and tabula¬ 
tion programmes etc... The centre may 
also take up the preparation and publi¬ 
cation of a well documented Social 
Science Abstract on a monthly or 
quarterly basis.” 

Much-Needed Infrastructure 

The creation of such a centre the most 
important item lor building up expedi¬ 
tiously the much-awaited infrastruc¬ 
ture to help improve the quality of so¬ 
cial science research. The ICSSR car¬ 
ried out a quick survey of the existing 
facilities in the area. But the university 
deans and government officers who 
dominated the ICSSR in its iirst two 
years gave most of their attention to 
meeting the demands of money-starved 
university departments and academic 
institutes for traditional research work. 
So the Documentation and Data Cen¬ 
tre project was not given the priority 
that it deserved. 

In co-operation with Jawaharla! 
Nehru University, the ICSSR has now 
established the nucleus of the Social 
Science Documentation Centre. The 
centre will be located at the new uni¬ 
versity campus at south Delhi; at the 


moment, it is housed in Ihe annexe of the 
present School of International Studies' 
building in the heart of New Delhi. 
The ICSSR has also secured the ser¬ 
vices of Mr N.M. Ketkar, a senior and 
devoted librarian from the Central 
Secretariat as its first director. The 
Documentation Centre will maintain 
a specialised library. It will not ac¬ 
quire books in social sciences as such, 
except in some small and highly specia¬ 
lised fields such as research metho¬ 
dology. Its principal holdings will 
be in terms of social science serials. 
Here also, care will be taken to see the 
holdings which arc readily available 
in other libraries in Delhi are not dupli¬ 
cated. Emphasis will be placed on the 
collection of microfilm and microliehe 
materials. The specific character of the 
collection will emerge in the course of 
the development of the centre in the 
first few years.. 

Bibliographical Service 

The ICSSR also proposes to set up a 
National Bibiliograpluc and Docu¬ 
mentation Service. Under this pro¬ 
gramme, institutions will be selected in 
different parts of the country to do 
bibliographic ami documentation 
work in specified fields for which they 
have special . competence and faci¬ 
lities. For instance, the Indian Society 
of Agricultural Economics will be re¬ 
quested to do the bibliographical and 
documentation work in the field of agri¬ 
cultural economics. The Anthropolo¬ 
gical Survey will do a .similar service in 
the field of anthropology. The Delhi 
Library Association project, ‘The In¬ 
dian Press index’, has been subsidized. 
The Indian Sociological Society has been 
given a grant of Rs 4,400 for the pre¬ 
paration of a Directory of Sociology 
and Social Anthropology. The Institute 
of Economic Growth has been given 
ad hoc financial support for the docu¬ 
mentation unit at the library of the insti¬ 
tute. 

The essential idea is that an insti¬ 
tution which has the necessary personnel 
and which has shown interest in bib¬ 


liographic and documentation work 
in certain fields will be encouraged 
to develop a specialised bibliographic 
and documentation service in the field, 
on the ground that this can be done 
with the minimum input of additional 
resources. In a phased programme of 
two years, the ICSSR hopes to cover 
all the important fields in social scien¬ 
ces with bibliographical and documen¬ 
tation services. 

The ICSSR has taken up a 
programme of collecting a synopsis 
(of about 5.000 words) of every docto¬ 
ral dissertation in the field of social 
sciences approved by Indian universities 
irom their establishment to December 
31, I960. It is estimated that there are 
about 3.000 such theses. These synop¬ 
ses will be maintianed for reference in 
the Documentation Centre and made 
available to scholars. With effect from 
January, 1970, all universities have been 
requested to send one copy of every 
doctoral thesis approved by them in 
social sciences to the Documentation 
Centre. 

Foreign Vssist ance 

The U SSR should also try to secure 
copies of theses done by foreign and 
Indian scholars on subjects of interest 
to contemporary India at the universities 
overseas. such organisations as the 
University Microfilms of USA can 
supply the copies. 

Similarly, ICSSR lias decided to 
establish a network of data libraries 
in different social sciences fields. They 
will be located in selected institutions 
and assisted by the council. They will 
also maintain a certain uniformity in 
the data collected. At the apex of this 
system, there will be a National Data 
Library which will co-ordinate the work 
of all the data libraries in the country 
and also supplement their resources. 

In the recent past, data collected in 
many surveys conducted with financial 
and academic assistance of foreign uni¬ 
versities and official agencies have been 
shifted to foreign locations denying 
access to a majority of Indian scholars 
and local officials. The ICSSR should 
prevent this tragedy and try to acquire 
data earlier collected in India by other 
organisations and preserved in foreign 
data banks. Some eminent electiono- 
logist should be asked to help the 
council in this task. 

There is a proposal to store one per 
cent sample of the 1971 Census data in 
the Documentation Centre data bank, 
provided the present law and the Home 
Ministry allow it. Development of a 
strong national data bank or centre will 
in the long run prevent invasion on the 
privacy of individual citizens by scat¬ 
tered private and smaller data banks. 
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Fortunately, the Registrar General and 
the Census Commissioner is a member 
of the Council. 

The ICSSR has taken up a project 
for the compilation and publication of a 
Union Catalogue of Social Science 
Serials maintained in various libraries. 
The National Socjal Science Documen¬ 
tation Centre is now engaged in the 
compilation of a catalogue of social 
science periodicals which arc currently 
being received by subscription, gil t and 
exchange by dilTeient libraries in the 
country. When ready, this catalogue 
will be published and will be subject to 
revision every two years. 

Hie'Documentation Centre will deve¬ 
lop a repository function in respect of 
old volumes of social science serials 
which it will accept for deposit from all 
collaborating libraries. It will hold 
them in trust on their behalf, main¬ 
tain them in good condition and make 
them available to scholars 

Reprographic l'nit 

There will he a reprographic unit m 
the Social Science Documentation Cen¬ 
tre with equipment, both stationary 
and mobile, for duplicating and making 
microfilms or microfiche copies. This 
unit will have two objectives firstly, it 
will make and store copies ol impor¬ 
tant rare materials and secondly, it will 
make copies of documents held by it 
available to icsearch scholars. As in 
the case of bibliographical and docu¬ 
mentation services or data libraries, the 
reprographic unit will also work in 
dose collaboration with other similai 
centres functioning in the country. 

The ICSSR should try to acquire 
microfilm or microfiche records of the 
past census data, gazetteers and |9tli 
and early 20th century Indian news¬ 
papers which have been already repro- 
graphed by 11 >C of Netherlands anti 
British companies. Unfortunately, wc 
are not getting a single positive copy of 
microfilm records of about 300 Indian 
current serials (including dailies) which 
the Library of LIS C ongress is pioducing 
;ti its post m New Delhi during Iasi 
live years. I he Registrar of Copyrights 
should help the ICSSR in this endea¬ 
vour The Shastri lndo-Canadian Ins¬ 
titute has a project tv' microfilm early 
Indian imprints in I uropcun languages 
still available in some libraries in 
India. Instead of obstructing the lib¬ 
rary programme of the Canadian insti¬ 
tute, the ICSSR should offer their part¬ 
nership in this venture. 

In the fourth five-year Plan of the 
ICSSR. a piovision of Rs 30 lakhs has 
been made for the Documentation 
Centre at Delhi, This j\ exclusive of 
the assistance from Lord Foundation. 
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in addition, there is a {provision of Rs 
20 lakhs for buildings. 

Jn addition to the national centre 
at New Delhi, the ICSSR shall also 
establish some regional centres. A 
beginning is likely to be made during 
Uic next three years. It would be neces¬ 
sary, over the next few years, to develop 
a centre in each state or at least for 
each linguistic region. In their estab¬ 
lishment and maintenance, it would be 
desirable to involve the state govern¬ 
ments. The regional centres will provide 
facilities to social scientists, especially 
those working in colleges in the molus- 
sil areas, to refresh themselves or to 
improve their professional competence 
by availing themselves of the library 
and other facilities which may be 
available at these centres. It may be 
necessary to institute a system of finan¬ 
cial awards for this purpose to cover 
the travel and other costs involved. The 
regional centres may hold summer 
schools in social sciences and training 
courses in research methodology. The 
regional centres may organise seminars 
and discussions in inter-disciplinary 
groups. They may collect social science 
research materials in the regional 
languages, with special reference to llie 
areas served by each centre, in colla¬ 
boration with other institutions engaged 
in similar work. 

The ICSSR Committee on Documen¬ 
tation Services had done good work in 
paving the way for the establishment 
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of the National Social Science Docu¬ 
mentation Centre though it could have 
sought better co-operation from more 
people with expertise and interest in 
the Held. 

The committee, from records of its 
proceedings, seems to have ignored 
one major aspect. At the moment, 
India has only a few social science 
documentation and data experts. The 
academic calibre of the corps of the 
librarians we have now is poor. Mere 
degree and experience in library science 
techniques will not make one a social 
science documentaiist. The staff in 
data and documentation field should 
be well-qualified in one or more social 
sciences. Even in the Social Science 
Documentation Centre Committee 
headed by the present Vice-Chancellor 
of Jawaharlal Nehru University, there 
is no modern documentation expert 
except one. The ICSSR should first of 
all train a number of brilliant young 
librarians and social science post-gra¬ 
duates in social science documentation 
work; this should be given highest 
priority. For reasons known to it, 
the ICSSR is ignoring two excellent 
reference-research official libraries — 
the Library of Parliament and the Cen¬ 
tral Secretariat Library and their heads. 

The ICSSR and the Documentation 
Centre arc national institutions. It is 
expected that when the ICSSR gets a 
fulltime academician to head its day-to- 
day work, its vision and working will 
improve. 


The Manager, 

The Eastern Economist Ltd, 
Post Box No. 34, 

New Delhi*-!. 
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an investment supplement. 
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Inquiries regarding subscription and advertisements may be 
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WINDOW OH THE WORLD 

Australia: Latest Recruit To OECD 

JOSSLEYN HENNESSY 


LONDON. 

I 

THE ECONOMY 

Australia, the newest member of 
OECD, has strong traditional links with 
Europe since European settlers arrived 
in the island continent two hundred 
years ago. Among OECD member 
countries, Australia has unique links, 
developed especially over the last 
20 years, with the countries of Asia 
and the Pacific. 

Today the country has a rapidly 
growing economy marked by a con¬ 
siderable dependence on great tradi¬ 
tional rural industries, by the discovery 
and exploitation of rich mineral de¬ 
posits, by a relatively small but fast¬ 
growing manufacturing sector and by a 
vital stake as both exporter and impor¬ 
ter in the expansion of world trade. 

A few facts illustrate the nature of 
Australia's economy: 

During the last decade some $7,000 
million of overseas capital was invested 
in Australia. 

Of the 32 major trading nations 
Australia ranks, on a per capita basis, 
as the eleventh largest. In aggregate 
terms it is the 13th largest. 

Population Growth 

Australia's population has grown to 
12* million from 1\ million in 1945 and 
will probably reach 15 million by 1977, 

Gross value of mineral production 
has increased from $400 million (ex- 
mine value) in 1960 to nearly $1,000 
million currently. 

Increased crude petroleum means that 
by the end of 1971 Australia expects 
to be meeting approximately 70 per 
cent of its oil requirements from do¬ 
mestic; resources. 

While th$ bulk of Australia’s export 
income derives from primary produc¬ 
tion* exports of manufactured goods 
now represent some 20 per cent of total 
exports compared with fWt per cent 
twenty years ago, 

SOme 140,000 new dwellings are cur¬ 
rently being completed each year: over 
TOper cent, a higher proportion than in 


almost any other country, are owned 
or being purchased by the occupier. 

Apart from Japan, whose rate of 
growth of GNP in real terms over re 
cent years is unmatched by any other 
country, Australia's record of an annual 
average of 5.1 per cent compared fa¬ 
vourably with those of her leading 
industrialised OECD partners (France 
5.9 per cent. West Germany 5 per cent, 
the UK 3 per cent. United States 
4.3). Australia's growing work force, 
including large numbers of immigrants, 
has been readily absorbed, and un¬ 
employment has in recent years been 
around one per cent of the labour force. 
In recent years, consumer prices have 
been increasing by three per cent annu¬ 
ally, 

\ 

Balance of Payments 

The balance of payments is at present 
sound. Exports have been rising rapid¬ 
ly (during 1969-70 exports of minerals 
rose by 50 per cent, manufactured goods 
by 30 per cent), but this was to some 
extent off-set by a decline in the value 
of shipments of wool and other primary 
products. There has also been an 
inflow of around one thousand million 
dollars in net terms on capital account 
in recent years. 

Australia’s traditional rural industries 
—especially wheat and wool — have 
contributed substantially to the count¬ 
ry’s prosperity. While restricted selling 
opportunities in traditional markets 
have inhibited the performance of these 
export-orientated industries, the net 
value of rural production has trebled 
during the past twenty years from $1,108 
million in 1948-49 to $3,198 million in 
1968-69. 

Manufacturing industry has been ex¬ 
panding rapidly. Over 60,000 factories, 
two-thirds of them engaged in export 
activities, employ nearly 30 per cent 
of the labour force, contribute a similar 
percentage of Gross National Product 
and absorb 25 per cent of total invest¬ 
ment. Important sectors include me¬ 
chanical production, chemicals, build¬ 
ing materials, car construction, and the 
production of steel, aluminium and syn¬ 
thetic fibres. 

Australia has greatly expanded her 
service industries; the proportion of the 
workforce engaged in them is exceeded 
only by Canada and the United States. 
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Out of a work-force of about mil¬ 
lion, some 290,000 are engaged in the 
transport industries. This high propor¬ 
tion is due largely to the great distances 
between the main centres of population. 
Australia ranks only second to the Uni¬ 
ted States in use of air transport per 
head of the population, 

II 

MINERALS DEVELOPMENT 

The advance of the sixties saw a boom 
in exploration for minerals throughout 
Australia, including exploration for oil. 
Australia is a major producer of iron 
ore. copper, lead, zinc, bauxite, coal, 
rutile and zircon. Large deposits of iron 
ore were found at Mt. Newman and 
Robe River in Western Australia in 1961, 
Mt. Tom Price (Western Australia) and 
Savage River(Tasmania) in 1962. Bauxite 
was discovered in the Darling Ranges 
(Western Australia) in 1960, and on the 
Mitchell Plateau (Western Australia) 
in 1965, deposits at Gove and Weipa 
had been discovered in the 1950s; man¬ 
ganese at Gfoote Eylandl (Northern 
Territory) in 1960; nickel at Kambalda 
(Western Australia) and Green vale 
(Queensland) in 1966; and oil at Moonie 
(Queensland) in 1961, Barrow Island 
(Western Australia) in 1964, -and Bass 
Strait (Victoria) in 1965. The disco¬ 
veries brought about a significant 
change in Australia's natural resources 
position. The value of mineral produc¬ 
tion has trebled over the past ten years 
and will increase further in the years 
ahead as current developments and 
expansion plans fructify. 

Exports of mining products have 
reached almost $1,000 million — an 
avergage annual compound rate of 
growth of 30 per cent — and projections 
released by the Minister of National 
Development forescast mineral exports 
exceeding $2,000 million by 1975-76. 
To date, this growth has been mainly 
due to increasing exports of iron ore, 
coal, alumina and bauxite, but in the 
years ahead Australia is likely also to 
export increasing quantities of nickel 
and manganese. 

The increasing capital investment in 
mining (excluding oil exploration) re¬ 
quired by such developments is now 
running at over $500 million annually. 
Capital expenditure in mineral process¬ 
ing has also been increasing and has 
now reached an annual level approach¬ 
ing $200 million. Much of the funds 
invested in mining have been provided 
from domestic sources, though a con¬ 
siderable contribution has been made by 
overseas investors, rising from $19 mil¬ 
lion in 1963-64 to $166 million in 1969- 
70. 

Mineral processing has also expanded 
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greatly in the last decade, particularly 
in the refining of bauxite into alumina 
and the smelting of aluminium. New 
alumina refineries began production at 
Kwinana, Western Australia "(1963) and 
Gladstone, Queensland (1967), and 
work has begun on a refinery at Gove, 
Northern Territoty. Total capacity 
now is in excess of 2.2 million tons per 
annum and is planned to be 3.9 mil¬ 
lion tons by the end of 1972, compared 
with a capacity of approximately 50,000 
tons per annum in I960. 

Ill 

OVERSEAS TRADE 

Trade is vital to the economic de¬ 
velopment and prosperity of Australia. 
For commodities such as wool, beef, 
veal, mutton and lamb, preserved and 
dried fruit, sugar, lead, zinc, iron ore, 
bauxite and alumina, Australian ex¬ 
ports rank among the first two or three 
in world trade. 

Whereas 20 years ago Britain was the 
largest buyer of Australian exports, 
Japan is now. The United States has 
likewise supplanted Britain as Austra¬ 
lia’s largest supplier of imports. But, 
in total trade, Europe remains the most 
important single trading region for 
Australia. More than 40 per cent of 
Australia's imports come from Europe 
and the region takes over 27 per cent 
of her exports. 

In the year ended June, 1970, exports 
of Australian produce were valued at 
$4,400 million, an increase of 225 per 
cent over the corresponding figure for 
1949-50. In the same year, imports 
were valued at $4,300 million, an in¬ 
crease of more than 250 per cent on 
1949-50. The growth in exports of 
manufactured and mining products is 
no substitute for the continued pros¬ 
perity of Australia's rural producers. 

Exports of farm products have de¬ 
clined as a proportion of total exports, 
though Australia still relies on them 
for more then half its export income. In 
1969-70 the relative figures were $4,435 
million and $2,339 million. Britain is 
Australia's best customer, taking 8G per 
cent of butter exports, 65 per cent of 
canned fruit, 38 per cent of dried fruit 
exports and 26 per cent of sugar exports. 
Australia thus has a vital stake in steps 
to liberalise world trade. 

Apart from the impact of direct 
trade, Australia's growth has been vi¬ 
tally assisted by overseas capital. Dur¬ 
ing the 1960s, some $7,000 million worth 
of private overseas capital was invested 
in Australia, providing about 12 per cent 
of total gross fixed capital expenditure. 
The ratio of gross fixed capital expendi¬ 
ture to gross national product has 


averaged 26 per cent per annum in re¬ 
cent years. 

Of the private capital inflow from 
abroad during the past decade more than 
80 per cent came from the two 
traditional suppliers of capital to Aust¬ 
ralia, the United Kingdom and the 
United States, but during the decade 
the United States replaced Britain as the 
largest single source of private over¬ 
seas investment. There has also been a 
recent increase in the flow of private 
investment from other countries. Over 
the five years to June, 1970, private 
overseas investment in Australia 
amounted to over $4,500 million, of 
which the United States contributed 
$1,697 million or 38 per cent and other 
countries $892 million or 19 per cent. 

IV 

SCIENCE IN AUSTRALIA 

Scientific research in Australia has 
been stimulated by the economic ex¬ 
pansion of the past 20 years. The over¬ 
all research effort, previously concent¬ 
rated mainly in the biological sciences, 
has expanded and spread into the physi¬ 
cal sciences with attention to the tech¬ 
nical problems of industry. Research 
in the medical and social sciences has 
increased and become more diverse. 
Research centres, many of which have 
achieved prominence internationally, 
have attracted scientists from overseas, 
as well as rapidly absorbing numbers of 
locally trained scientists. 

The Commonwealth government has 
played a key role in developing the 
national scientific effort, both through 
its own programme of research and re¬ 
lated scientific activities, and in fund¬ 
ing scientific activities generally. 

Over 30 Commonwealth government 
agencies are engaged in research and 
scientific activities witff a wide range 
of interests, including development of 
natural resources and of primary and 
secondary industries, health, communi¬ 
cations, transport, atomic energy and 
defence. 

The ^Commonwealth Scientific and 
Industrial Research Organisation 
(CSIRO) is the largest and most diver¬ 
sified civil scientific body, employing 
2.000 professional scientists in estab¬ 
lishments throughout Australia. The 
organisation’s scientific programme 
covers a broad spectrum, but is directed 
in general to the development of 
primary and secondary industries. 

The Commonwealth government has 
established fund granting schemes to 
promote research and, to encourage 
industrial research, the government 
introduced, in 1968, a scheme of grants 
to manufacturing and mining com¬ 
panies. Companies which operate their 
own research establishments or contract 


research and development to approved 
resarch organisations are eligible to 
receive grants. 

Tie Commonwealth government also 
contributes to Research Trust Funds 
which obtain a portion of their revenue 
from levies on production by particular 
industries (c.g, wool, wheat, meaty 
sugar, fisheries, minerals). 

V 

FOREIGN AID 

Australia has ranked, in terms of the 
provision of official development assis¬ 
tance as a proportion of Gross Na¬ 
tional Product, among the world’s 
first three or four donor countries. 

In 1970, the total of official and pri¬ 
vate flow reached $381,200 million com¬ 
pared with $247,400 million in 1969. 
This was in excess of one per cent of 
GNP. Official development assistance 
totalled: $202,400 million or 0.59 
per cent of GNP. 

Apart from substantial expenditure 
in Papua and New Guinea, for which 
Australia has special responsibility, 
Australia has made significant and in¬ 
creasing commitments to other count¬ 
ries of the Pacific and south-east Asia. 
In addition Australia has a growing 
multilateral aid programme centres on 
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the International Development Asso¬ 
ciation, the Asian Development Bank 
and various UN agencies. 

Alone among member countries of 
the OECD Development Assistance 
Committee (DAO, Australia extends 
aid almost entirely on grant terms. Such 
aid is particularly valuable for India 
and Indonesia, whose external indebted¬ 
ness positions are difficult and for Papua 
and New Guinea, which cannot yet 
assume any substantial burden of ex¬ 
ternal debt. 

Aid, which has been one of the fastest 


VIENNA. 

With the coming of November the 
year’s end is in sight and, economically, 
it promises to be gloomy with real 
fears about what will happen in 1972. 
Since the USPresident flung his spanner 
into the international monetary and 
commercial works on August 15, re¬ 
moving the dollar’s guaranteed equi¬ 
valent in gold and imposing a 10 per 
cent import surcharge, the situation has 
become more uncertain, more anxious 
and more bitter as statesmen hand the 
problem to experts who return it to 
the statesmen, with bankers as helpless 
onlookers. The International Mone¬ 
tary Fund at its meeting in Washing¬ 
ton was a very modest success and the 
optimism it aroused temporarily has 
been reduced as the OECD and the 
Group of Ten fail to find a new align¬ 
ment for world currencies or to make 
suggestions to adjust the balance of pay¬ 
ments. At the moment the subject has 
been handed back to the finance minis¬ 
ters, i.e. to the national governments, 
whose next meeting is to be held in 
Rome on November 15. 

All this delay with little sign of the 
beginning of a solution to the all- 
important question of how much money 
is really worth is leading to mounting 
ill-will, with Americans as the target. 
The Americans do nothing to dispel 
this unhelpful mood; rather the reverse 
as, with his politician’s eye fixed steadi¬ 
ly on the election campaign next au¬ 
tumn, President Nixon plays to the 
home audience by compelling the Japa¬ 
nese to agree to lower levels of exports 
to the USA, by adding to the 10 per 
cent import surcharge proposals for 
legislation offering tax advantage for 
domestic capital goods and playing 
up strongly protective trade policy. 

The results, in terms of trade, to a W. 
German manufacturer of capital goods 
exporting to the USA—one of West 
Germany’s largest markets — would be 


growing items in the government’s 
budget, will continue to be a vital part 
in Australia’s links with Asia and the 
Pacific. It was by co-operation in foreign 
aid policy that Australia first became 
Jinked with OECD through membership 
of the Development Assistance Com¬ 
mittee in 1966, Australia is the 23rd 
country to join the OECD. 

Note: All money values in the fore¬ 
going article are in US dollars, not 
Australian dollars. The facts and fi¬ 
gures were provided by the Australian 
government. 


a 10 per cent surcharge hurdle, another 
seven per cent disadvantage against 
American manufactures and a further 
penalty of 10 per cent arising from the 
currency revaluation of the Deutsch¬ 
mark that has occurred in the “free 
floating” market—a total penalty to the 
West German exporter of 27 per cent, 

far more than most firms can tolerate. 

\ 

The results, in terms of sentiment, are 
a rising anti-Americanism in Europe 
and in an increasingly disagreeable free 
for all. Even the British Conservatives, 
a generally pro-American group, des¬ 
cribe Nixon’s policy as “flagrantly pro¬ 
tectionist and discriminating”. The 
early sympathy for the American case, 
that the US must shield itself against 
unfair foreign practices, has vanished. 
President Nixon's verbal aggressiveness 
is largely responsible for this but Europe 
as a whole is now convinced that pro¬ 
tectionism will be the American stance 
right up to the election—for another 
year and possibly longer. When to that 
conviction is added the political un¬ 
certainties and flexes in attitudes necessi¬ 
tated by Nixon’s approaches to Peking 
and Moscow, the European attitude %o 
Washington is made increasingly cyni¬ 
cal. 

If this were all, matters would not be 
so serious. Moods change; a gesture 
can make a big difference; solution or 
signs of a solution of a worrying prob¬ 
lem can make for relaxation instead of 
present tension. But Europe knows it 
cannot afford to ignore what may he 
ahead if solution of the world monetary 
system’s problems remain elusive. 

The danger, expressed bluntly, is that 
of anarchy in the monetary system. 
Surcharges on import are not an Ameri¬ 
can invention; the British used the de¬ 
vice some five years ago to help them in 
their days of deepest financial trouble; 
the Danes are adopting it today for the 
same reason. The Americans draw es¬ 
pecial odium ott themselves hy usiiig- 


this device principally because the USA 
is the world’s biggest market and not 
least because the hitherto relatively 
open-handed USA is obliged precau- 
tionariiy to pull iri its purse strings, 
Everyone knows, too, that politicians 
facing an election are obliged often to 
adopt stances they would try to avoid 
if they were not obliged to curry fa¬ 
vour. The plain fact is that, forjthe 
time being, the Americans matter 
immensely to President Nixon and the 
Europeans and others do not. 

The Risk 

The risk arises, not so much from 
what the Americans are doing as from 
what the others are doing as a result of 
American actions. The British, having 
for years gone out of their way to att¬ 
ract foreign money, suddeuly do every¬ 
thing they can to stop foreign money 
entering Britain investively. The pound, 
the mark and almost all west European 
currencies except the French franc arc 
allowed to float instead of moving with¬ 
in a narrow margin of fixed values. 
Since “floating” reveals what a curren¬ 
cy is really worth and not what it is 
worth when controlled to suit policy 
the market is distorted — by the new 
British controls and the West German 
lower discount rate — and the float be¬ 
comes a “dirty float”. From rigidity 
being the problem of the world mone¬ 
tary system, as it was in the sixties, ; t 
is now one of excessive flexibility. 

The only thing certain in a currently 
uncertain world is that devaluation has 
been made by President Nixon into a 
relatively simple political action in¬ 
stead of a very difficult one undertaken 
with fear and reluctance and that mone¬ 
tary values will not again be so rigidly 
fixed as in the last 15 years. Even if 
agreed exchange rates come back after 
a time there may be greater readiness 
to change values and certainly more 
play in the margins. 

The Cause of the current disagree¬ 
able uncertainties is that the world’s 
monetary rules have been nibbled at, 
the world's international trading order 
defied successively by two of its biggest 
operators, the British and the Ameri¬ 
cans, and the Kennedy Round set at 
nought by its own inspirers, the Ameri¬ 
cans. The spectre of protectionism is 
no phantom, but a historic reality. 
The twenties and thirties of this century 
saw destructive trade wars that no one 
won and in which advantage was won 
only by each party trying to beggar the 
other. 

No one wants to repeat that experi¬ 
ence, but that is the way matters are 
heading and will continue to head if 
Washington, London, Bonn and all the 
other nervous capitals continue to hud- 
le in on themselves in monetary and 


Towards Excessive Flexibility 

E* B> BROOK 
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tariff policies. It is probably useless 
to expect Washington to take much 
initiative towards relaxation for an¬ 
other year or so; Britain, with nearly a 
million unemployed and w«?si Europe 
with over a million work Jess already 
in the Common Market area are too 
uncertain to be ready for much in the 
way of constructive initiatives. 

But, if the USA will follow up the 


indication it gave at the IMF meeting 
to agree to an increase in the price of 
gold and that the dollar, instead of being 
a fixed reserve currency, is just another 
currency subject to change in value, a 
useful beginning would have been made, 
if, not less * the Europeans will join to¬ 
gether to make a balanced offer to help 
:he USA out of its balance of payments 
crisis, as the Federal German Economics 
Minister has urged, the current dange¬ 


rous ice patch will probably begin to 
melt. Mr Nixon can have no wish to 
win his election in a world going hys¬ 
terical or the Europeans to see the USA 
forced into policies inward looking it 
would fain avoid. In a readiness to 
compromise atid negotiate lies the surest 
hope; the second best hope is that the 
USA and Europe begin to give signs 
of having moved towards realising this 
fact. 



THIRD ASIAN 
INTERNATIONAL 
TRADE FAIR 

THE LARGEST 
ASSEMBLY OF 
MODERN PRODUCTS 
EVER DISPLAYED 
IN INDIA 



Organised by 

the Government of India 

Supported by 
the United Nations 

Complements the silver 
Jubilee celebration 
of Indian Independence 

50 countries of the 
world from Asia, Africa, 
Australia, Europe and 
America are expected to 
participate 

Venue 

Exhibition Grounds 
Mathura Road, New Delhi 

Duration 

November 3 - 
December 17 v 1972 

Scope 

All aspects of Industry, 
agriculture, trade, 
culture, scientific and 
technological 
advancement 

It will afford 
businessmen the 
chance of meeting 
other businessmen, 
industrialists, 
technicians, 
investors and traders 
from all over the world. 
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For full particulars 
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Chief Executive Director 
Third Asian 
International 
Trade Fair 

Ministry of Foreign Trad* 
P. O. Box No. 425 
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President Nixon should be the best 
judge of what suits him politically but 
1 doubt that the manner in which the 
People’s Republic of China has at last 
been admitted into the United Nations 
has enhanced the reputation of his 
administration either at home or ab¬ 
road. As a matter of fact, his new China 
policy seems to have started on the 
wrong foot. Unless there is considerably 
more statesmanship in Peking than 
there is in Washington, it is unlikely 
that an uneasy world will have the 
benefit of a real lessening of tensions in 
world power blocs. It is quite possible 
that Mr Mao Tse-tung may be templed 
to draw some conclusions from the 
support the Albanian resolution had 
received in the UN which may not 
exactly help Chinese realism to triumph 
over Chinese opportunism. The United 
States has never been very fortunate in 
its China policy and it is certainly too 
early to say that Dr Kissinger has 
succeeded in changing the luck. 


Early last week 1 was in Lucknow for 
participating in a seminar on ‘Popula¬ 
tion Information’ organised by the 
Press Institute of India, New Delhi, in 
association with the Department of 
Family Planning of the government of 
India. The seminar was meant for the 
benefit of the journalists of UP and 
Bihar and it had the advantage of facili¬ 
ties extended to it by the Information 
Directorate of the government of UPar 
Pradesh. Subjects discussed at the semi¬ 
nar included the population problem 
and its implications for economic 
growth, the methods of Family 
Planning and the use of communica¬ 
tion media for Family Planning moti¬ 
vation. The aim was to improve 
the knowledge and increase the fund 
of information at the disposal of 
journalists so that they may be better 
able to report on, analyse and even 
guide Family Planning schemes and 
activities. There is a widespread feeling 
that the press has been playing only a 
modest part in furthering the Family 
Planning campaign. This may be tru* 
to the extent that the newspaper reading 
habit itself is limited to certain sections 
of the people. The real issue is whether 
the press has seriously failed the Family 
Planning campaign within the area of 
the actual readership of newspapers 
and journals. The people among whom 
the Family Planning campaign has been 


most effective are also the people from 
whom the press draws the bulk of 
its readership. Broadly speaking, news¬ 
papers and periodicals have been giving 
full space and attention for news about 
as well as views on Family Planning 
and it is not unlikely that the news¬ 
papers have contributed to a substan¬ 
tial extent in motivating the middle 
and the upper middle classes in the ur¬ 
ban areas. Even so seminars such as t he 
one held in Lucknow are extremely 
valuable for making the press more 
Family Planning-minded. 

* ♦ 

l have no doubt that it has been gene¬ 
rally noticed that the President, Mr 
V.V. Giri, docs not usually get a good 
press', particularly in the capital. In 
contrast some of the governors in the 
states seem to be doing rather well. 
Dr B. Gopala Reddy for instance seems 
to have little to complain of in this 
respect. While 1 was in Lucknow, The 
Pioneer ran a feature on what it 
described as Dr Gopala Reddy’s cele¬ 
bration of 20 years in office. Actually 
Dr Reddy has been in political office 
much longer than 20 years since he was 
a member of the Rajaji ministry in Mad¬ 
ras as early as 1937. 

On other details, . however. The 
Pioneer did not fail to do the 
governor proud. On the contrary, 
it was generous enough to suggest that 
Dr Reddy might continue to be the 
governor of UP long enough to swear 
in the 201st minister in the state govern¬ 
ment. As it is, the number of ministers 
Dr Reddy has already sworn in is as 
close to 200 as makes no difference. 

On the evening of the day this story 
appeared in The Pioneer* I had the oppor¬ 
tunity of meeting both the governor 
and the editor of The Pioneer , at an 
informal dinner in Raj Bhavan, 1 am 
glad to say that in spite of the cares 
of governing the largest state in the 
country, Dr Reddy, now in his 64th 
year, seemed to be wearing rather well. 

I found this personally satisfying since 
I am one of those who believe that the 
strong Andhra tradition for the vice¬ 
presidentship and the presidentship, 
which has now been established, de¬ 
serves to be sustained. Incidentally Dr 
Reddy or perhaps Mrs Reddy had 
arranged for the guests to be served 
with idli which is rather an uncommon 


item to he found on the dinner menu 
even in a south Indian household. 

;c * 

I'hetc is in the capital as in every 
other city a “monstrous regiment of 
women” - - I use the phrase in the John 
Knoxian sense — which is ever on the 
alert to gel into the act. 1 am not deny¬ 
ing that these public-spirited members 
of the fair sex have often fulfilled a role 
of some social worth, even if 1 feel 
compelled to add that some of these 
estimable persons do seem to wear 
their public spirit on their sleeves, i.c., 
granting for the moment that women 
nowadays have any -;sc for sleeves at all. 
There has lately been some activity in 
the capital in the matter of organising 
a national effort for the protection of the 
consumer. This has apparently been a 
signal for some members of the commu¬ 
nity of public-spirited women in New 
Delhi to display their enterprise. One 
of the sisterhood recently undertook to 
find out and report on how the Super 
Bazar was working in the capital. 
Whether she went there to scoff l do 
not pretend to know; that she re¬ 
mained to pray was apparent enough 
from what she wrote subsequently. 

The General Manager of the Super 
Bazar may not be able to show a profit 
for his organisation but he certainly 
seems to find it not too difficult to place 
himself on the right side 1 of part-time 
women journalists eager to do their bit 
of investigative reporting. The sum of 
it is that we were informed through 
a column in a recent issue ot'The States¬ 
man that, if the Super Bazar in New 
Delhi had faults or failings, it was large¬ 
ly because of its having been saddled 
with an excessive rent bill for its premi¬ 
ses by the New Delhi Municipal Com¬ 
mittee which happens to be the land¬ 
lord in this case. The size of the rent 
may possibly be relevant to the balance 
sheet of the Super Bazar but it does not 
surely explain the steady deterioration 
in the quality of its service. It is obvi¬ 
ous that there has been here a simple 
failure of management or administra¬ 
tion compounded by a certain amount 
of graft or corruption at various levels 
of its personnel or direction. The longer 
this blunt fact is allowed to be concealed 
in a heap of special pleading the greater 
would be the insult added to the injury 
suffered by the public which finds itself 
at the losing end both as shopper and 
taxpayer. 

VJB. 
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Trade Winds 


SIC K MILLS 

The union Minister for Industrial 
Development, Mr Moinul HaqueChou- 
dhury, last week informed the Consul¬ 
tative Committee of Parliament at¬ 
tached to his ministry, that ibe govern¬ 
ment was not in favour of taking over 
each and every sick industrial unit 
merely for keeping up employment. He 
felt that there was no justification for 
sinking large sums of monev in reviving 
units the demand for whose products 
had gone down appreciably or whose 
machinery and equipment had become 
obsolete It was much better that 
instead of trying to revive such units, 
new investment schemes were pursued 
in the areas where these units were 
located. MrChoudhury further reveal¬ 
ed that the government was consider¬ 
ing an amendment to <he legislation 
governing such take-overs which pro- 
vjded that after a sick unit had been 
nursed back to health, it had to be 
returned to the original management. 
The amendment proposed is to make 
the take-over permanent. 

INDUSTRIAL GROWTH 

Referring to the deceleration of Mie 
rate of growth in industrial production 
this year—during the first five months 
of the current calendar year the rate 
of growth was only 1.8 per cent—Mr 
Choudhury expressed the view that the 
official index for industrial production 
needed to be revised to provide due 
weightage to the industries which had 
expanded fast during the sixties. The 
Central Statistical Organisation, he 
disclosed, was already seized of the 
matter and was devising a new index. 
The small-scale sector, it was stressed 
by the Minister, had registered an en¬ 
couraging growth -over 11 per cent. 
If this was taken into consideration, 
along with the official index for indus¬ 
trial production in the organised sector, 
the growth in the output this year, he 
pointed out, was not as depressing as 
suggested by the industrial production 
index. 

PAPER SHORTAGE 

With a view' to meeting the growing 
shortage of paper, it was revealed by 
MrChoudhury that 15 units Ind been 
allowed to expand their production to 
un aggregate f about 77,00() tonnes by 
installing some balancing equipment. 
Steps were being taken to license new' 
units in areas with assured supplies of 
raw' material. There was a proposal 


to set up an integrated paper manufac¬ 
turing unit in Assam in the public sector 
with a capacity of 80,000 tonnes pulp 
per annum. Of this, 50,000 tonnes 
would be converted into paper by this 
unit itself and the remaining 30,000 
tonnes would be made available to 
smaller paper manufacturing projects. 
A pulpmaking unit in the public sector 
was envisaged to be set up in Nagaland. 
A third unit, again for making pulp, 
was being considered for the Cachar 
area. The smaller paper-making units 
in ihe private sector were being en¬ 
couraged to put up a pulp-making plant 
in Madhya Pradesh on a co-operative 
basis. The details cf the scheme were 
awaited. Newsprint production was 
being augmented through the expan¬ 
sion of the NEPA mills' capacity and the 
setting up of two new units -^onc in 
Himachal Pradesh and the other in 
Kerala. 

SMALL SAVINGS 

The Deputy Minister for Pina nee, 
Mrs Sushila Rohtagi, tcId newsmen 
here last week *hat special efforts would 
be made this year to mobilise the un- 
tapped^gjgvings in the rural sector. 
As an incentive for those engaged in 
the small savings drive, she said one per 
cent commission on the net increase in 
the sale of time deposits over the pre¬ 
vious year would be paid to about 
76,000 village postmasters. The Pra- 
mukhs who secure t he largest collect¬ 
ions in the village development blocks 
during the savings fortnight, currently 
being held, would be givfh a cash award 
of Rs 150 each. Industrial labour and 
other categories of employees in both 
the public and private undertakings 
would be persuaded to join the pay roll 
savings scheme under which contri¬ 
butions voluntarily agreed to by the 
employees arc deducted at source. 
The government, Mrs Rohtagi added, 
had also plans to involve students in 
the small savings movement. If all the 
89 million students in schools and 
colleges were encouraged to save at 
least one rupee per month, the resources 
for development, it was felt, would be 
augmented substantially. The Deputy 
Minister claimed that the small savings 
drive as a popular movement had caught 
on. It was hoped to collect small 
savings to the tune of as much as Rs 
1,0(X) crores during the ^current Plan 
period, as against the target of Rs 769 
crores. During the first two years of 
the current Plan, they yearly collections 
had considerably exceeded the propor¬ 


tional targets. In 1970-71 they amount¬ 
ed to Rs 197 crores—an all-time peak— 
as against Rs 127 crores in the previous 
year. Duringthe first Plan period, small 
saving exceeded the target Of Rs 225 
crores by over Rs 17 crores. During 
the second Plan period collections at 
Rs 401.77 crores fell short of the target 
of Rs 500 crores by Rs 98.23 crores. The 
third Plan target was Rs 600 crores, 
but the collections during this period 
totalled Rs 574.10 crores. 

RESOURCES MOBILISATION 

The Finance Minister, Mr Y. B. 
Chavan. indicated recently that both 
the centre and the states would be 
required to take measures towards 
additional resources mobilisation to 
meet budgetary deficits which were ex¬ 
pected to be way beyond those antici¬ 
pated at the beginning of the current 
financial year. Speaking at a meeting 
of the Press Club of India, Mr Chavan 
pointed out that steps would be neces¬ 
sary to meet an estimated expenditure 
of Rs 450 crores against the budgetary 
provision of Rs 200 crores on the Bangla 
Desh refugees till the end of December 
and Rs 150 crores committed by way of 
central assistance to the flood-affected 
states instead of the budgetary provi¬ 
sion of Rs 50 crores. Mr Chavan ruled 
out any scope for deficit financing to 
balance the budget beyond Rs 60 crores 
provided for in the budget. This meant 
the raising of additional resources, only 
a part of which would be met by the 
recent levies expected to yield Rs 70 
crores in a whole year. 

WORLD BANK LOAN TO LC.LC.I. 

The World Bank has decided to 
advance a loan of $60 million to the 
Industrial Credit and Investment Cor¬ 
poration of India (7CICI) at an inte¬ 
rest of 7.5 per cent per annum, ICICI 
chairman, Mr G. L. Mehta, announced 
recently. The loan will be payable 
in 15 years. This is the ninth loan 
to be given by the World Bank to the 
ICICI, bringing the net total up to 
now to $260 million. 

INDIA ON MARITIME BODY 

This country has been re-elected for 
another term of two years to the 18- 
Member Council of the lnler-Govern- 
mental Maritime Consultative Organi¬ 
sation. The organisation is a specialised 
agency of the United Nations concerned 
with the technical and safety aspects of 
merchant shipping. The council acts 
as the governing body of the organisa¬ 
tion. Besides Japan, India is the only 
Asian country which has been elected 
for the governing council. 

SUGARCANE PRICES 

The union government has, after 
careful consideration, decided that no 
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change will be made in the minimum 
price for sugarcane for the crushing 
vear 1971-72, The minimum price at 
present in force is Rs 7.37 per quintal 
linked to a recovery of 9.4 per cent or 
less with a premium of 6,6 paise per 
quintal for every increase of 0.1 per 
cent in recovery about 9.4 per cent. 

INDIA LINOLEUM EXPORTS 

India Linoleum has found a new 
market now in the USSR which has 
placed the first order for the supply of 
600,000 metres worth Rs 35 lakhs. 
The first consignment of this fioor cov¬ 
ering material was loaded recently on 
the vessel SS Vishva Usha of the Ship¬ 
ping Corporation of India now berthed 
at the Kidderpore docks. The order was 
secured by the only producer of lino¬ 
leum in the country, India Linoleum 
Limited, a private sector undertaking. 

FOOTWEAR EXPORTS 

In the wake of an STC delegation 
that concluded contracts with USSR 
(Raznoexport) for the export of over 
1.05 million pairs of leather shoes and 
plastic boots of the value of Rs 3.20 
crores, Raznoexport delegation was in 
India recently and concluded additional 
contract for 570,000 pairs of leather 
shoes valued at Rs 1.86 crores making a 
total of a little over Rs 5 crores. STC’s 
exports of leather shoes during the 
current year 1971-72 to USSR are esti¬ 
mated at 1.6 million pairs as compared 
to 1.4 million pairs in 1969-70. 

FRANCE CUTS BANK RATE 

France cut its bank rate recently to 
6.5 per cent from 6.75 per cent. The 
Bank of France announcement stated 
that the rate against collaterals had been 
cut to 8 per cent from 8.25 percent. 
All othsr rates were unchanged. 

COMMITTEE ON TECHNOLOGY 

Following the expiration of the term 
of the Committee on Science and 
Technology, the union government 
has decided to appoint a National 
Committee on Science and Technology 
to assist and advise the government on 
the following matters:—(/) Preparation 
and continuous updating of national 
scientific and technological plans, both 
as five-year Plans and as perspective 
Plans; (ii) The pattern of development 
of scientific and technological research 
including inter-sectoral resources al¬ 
location and masures needed for cor¬ 
recting imbalances that may arise; (///) 
The pattern of development for further 
utilisation of nation's scientific and 
technological resources; (/v)Co-operat¬ 
ion and communication between gov¬ 
ernment, semi-government and non¬ 
government scientific and technological 
institutions; and professional bodies in 
the country; (v) International scientific 
and technological matters. The fol¬ 


lowing are to be the members of the 
committee: 1. Dr HariNarain,Director, 
National Geophysical Research Insti¬ 
tute, Hyderabad. 2. Dr A. R. Kidwai. 
Member, Union Public Service Com¬ 
mission, New Delhi. 3. Mr A. K 
Malhotra, Engineers India Limited, 
New Delhi, 4. DrV. Ramalingaswamv. 
Director, All India Institute of Medical 
Sciences, New Delhi, 5. Dr R. Ramanna, 
Director, Physics Group, Bhabha Ato¬ 
mic Research Centre. Bombay. 6. 
Prof C. N. R. Rao, Department of Che¬ 
mistry, Indian Institute of Techno¬ 
logy, Kanpur. 7. Mr M. M. Suri, New 
Delhi. 8. Dr M. S. Swaminathan. Dir¬ 
ector, Indian Agricultural Research 
Institute, New Delhi. 9. Dr R. Tahman- 
kar, Director, Defence Metallurgical 
Research Laboratory, Hyderabad. 10. 
Dr B. D. Tilak, Director, National 
Chemical Laboratory, Poona. The 
committee is being appointed for a 
three-year term. 

It is proposed to make a few additions 
to the membership of the comm it lee 
later. 

ASSISTANCE FOR REFUGEES 
The table below gives assistance re¬ 
ceived from foreign governments, UN 
agencies and voluntary organisations, 
as per information received upto 
October 26, 1971: 

(million) 

1. Offers Received From Foreign 
Government : 

(0 Through UN focal 

point $ 110.45 

(/V) Direct to the govern¬ 
ment of India $ 48.78 

(Hi) Through voluntary 

organisations $ 0.25 

TorAL 8 159.48 

2. Offer Received From UN 

Agencies $ 4.36* 

3. Offers Received from Vol¬ 
untary Organisations 

(0 Through UN focal 
point $ 1.33 

(/'/) Direct by voluntary or- 

nisations $ 14.48 

Total s 15.81 

Grand Total : J. 2 & 3. $ 179.65 

OR Rs 134.74 crores 
*1. FAO/WFP 3.10 

2. UNHCR 0.50 

3. UNICEF 0.60 

4. WHO 0.16 

4.36 

WORLD BANK ASSISTANCE 
A special meeting of the consortium 
of governments and institutions inte¬ 
rested in India’s economic develop- 


m 

meat was held in Paris on October 26* 
1971, under the chairmanship of the 
World Bank. It discussed the impact 
on the Indian economy of the recent 
large and continuing influx of refugees 
from East Bengal, and assessed the 
cost of relief at $ 700 million in the 
financial year ending March 1972. The 
meeting was attended by representat¬ 
ives of the governments of Austria, 
Belgium, Canada, Denmark, France, 
W. Germany, India, Italy, Japan, the Ne¬ 
therlands, Norway, Sweden, the United 
Kingdom and the United States, and by 
representatives of the International 
Monetary Fund, the United Nations 
Development Programme, the United 
Nations High Commissioner for Re¬ 
fugees, the United Nations Children’s 
Fund and the Organisation for Econo¬ 
mic Co-operation and Development. 
The governments of Australia and New 
Zealand were represented by observers. 
The meeting heard statements by Dr 
1. G. Patel, Secretary, Department of 
Economic Affairs, and by Mr Charles 
Mace, the Deputy United Nations 
High Commissioner for Refugees, and 
considered a report on the cost of 
refugee relief prepared by the World 
Bank. It was the sense of the meeting 
that the problem of refugees in India was 
an international responsibility. The 
meeting noted that: worldwide contri¬ 
butions pledged to date came to over 
$200 million. Delegations urged the 
UNHCR as the focal point of the 
whole UN system to continue his 
efforts to seek contributions from the 
international communit/ to cover the 
cost of relief estimated at $ 700 mil¬ 
lion. 

POLYESTER FIBRE PLANT 

Construction of the Polyester Fibre 
Plant in Ghaziabad (UP) is sponsored 
by Swadeshi Polytex Ltd. The autho¬ 
rised capital of the company is Rs 
10 crores, and subscribed capital is 
Rs 4.40 crores. It will have capacity 
of 6,100 tonnes per year of the polyester 
fibre which will be known as ‘Jailene’. 
The plant is expected to go into pro¬ 
duction early in 1973. It has foreign 
collaboration of Zimmer AG, of 
West Germany. The company's 
plant will be based on the conti¬ 
nuous process. The total estimated 
cost of the project is Rs 12.72 crores, 
including foreign components of Rs 
229 lakhs. The total paid up capital 
of the company is now Rs 240 lakhs. 
The first call to shareholders is expected 
to be made in the near future. 

FLOODS IN DAMODAR BASIN 

The union government has ap¬ 
pointed a technical committee headed 
by the Chairman of the Central Water 
and Power Commission to make a 
detailed study of the causes of the 
floods and drainage congestion in the 
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Lower Damodar Basin and devise ways 
and means of reducing recurring dam¬ 
ages resulting from them in the area. 
The Lower Damodar Bawn has been 
subjected to floods and drainage con¬ 
gestion during the last three years re¬ 
sulting in heavy Joss of crops and mi¬ 
sery and hardship to a large population. 

The committee will submit its report 
within two months. The committee will 
have as the chairman, the Chairman of 
Central Water & Power Commission. 
Member of the committee will be Chair¬ 
man, Water & Power Development 
Consultancy Services (India). Chief 
Engineer, Irrigation, West Bengal, Chief 
Engineer, Irrigation, Bihar and General 
Manager, DVC. Manager, Reservoir 
Operations, Mnithon will be Member- 
Secretary. 

HARVESTER DEMONSTRATION 

The John Deere Combine Harvester 
was demonstrated on October 30, 1971 
to the fanners of Gujarat under the 
auspices of the Gujarat Agro-Industries 
Corporation. The John Deere combine 
is a swift and efficient machine, ef¬ 
fecting substantial savings in harvesting 
cost and assuring higher on-field re¬ 
covery of grain. It has been used suc¬ 
cessfully in harvesting both rice and 
wheat. 

The Gujarat demonstration took 
place at Mr Jashbhai U. Patel’s farm, 
approximately 8 kilometres from Ahm- 
edabad, in the presence of Mr K. T. 
Satarwala, Adviser to the Governor 
of Gujarat, Dr Devshibhai Patel, 
Chairman, Gujarat Agro Industries 
Corporation, Mr H. K. Khan, Managing 
Director, Gujarat Agro Industries Cor¬ 
poration and Mr W. Barreto, General 
Manager, Larsen & Toubro Limited 
were also present. Larsen & Toubro 
Limited holds the franchise for the 
John Deere combine in north, cen¬ 
tral, west and south India. The John 
Deere combine is a versatile machine 
incorporating advanced features and 
design. The equipment, in one conti¬ 
nuous operation, harvests the crop, 
threshes it, grades and cleans the 
grains. The combine can discharge the 
cleaned grain into a trailer. The equip¬ 
ment can be used for harvesting wheat, 
bajra and jawar and with the matching 
line of John Deere attachments can 
harvest rice and maize. 

KLM BOEING 

On November 1, 1971, the first* 
KLM Boeing 747B landed at Palam 
airport on its way to Tokyo from 
Amsterdam. This flight inaugurated 
the introduction of twice weekly KLM 
Boeing 747B services through Delhi in 
each direction, to the west on Tues¬ 
days and Saturdays and to the east on 
Mondays and Fridays. The 747B is an 
advanced version of Boeing 747 with 
greater range and more powerful en¬ 
gines. It is certified for a maximum 
take off gross weight of 775,000 lbs 


(351.540 kgs) compared to the 710,000 
lbs (322.056 kgs) gross weight of the 
original super jet. The engine of a 
747B has a thrust of 20,400 kgs—more 
than twice that of a DC-8, The range 
is longer for KLM’s 747B than for the 
747—an additional range of 1300 kms 
(800 miles). The Boeing 747 can carry 
*50 to 450 passengers plus over 20 tons 
of freight. The KLM 747B is equipped 
with only 353 seats, to givcjbettcr com¬ 
fort to its passengers. 

NAMES IN THE NEWS 
Mr L. E. Smith Group Managing 


Director, the British Oxygen Company 
Ltd visited Calcutta and Delhi, 
recently holding discussions with 
a number of government officials, pro¬ 
minent industrialists and other impor¬ 
tant people in various walks of life. Mr 
Smith spent much of his time in consul¬ 
tation with the management of Indian 
Oxygen Ltd and visited their various 
installations. 

Mr N, V. Shenoi took over on Octo¬ 
ber 23, as Secretary Comminications, 
Chairman P&T Board and Director 
General, Posts and Telegraphs. 
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DELHI CLOTH MILLS 

D*t Bharat Ram, Chairman, the Delhi 
Cloth Sc General Mills Company 
Ltd* told the shareholders at the 
annual general meeting held recently 
that during the year ended June 30, 
1971, all units of the company worked 
satisfactorily except the textiles mills 
which suffered due to unprecedented 
high prices of cotton and other increased 
costs. The company, he added, was re¬ 
placing about 35,000 spindled and 400 
looms as a separate unit at Dasna with 
most up to date machinery. This mill 
was expected to start operations by the 
middle of the next year. Dr Bharat 
Ram was sure that the profitability of 
the textile units would increase con¬ 
siderably. He added that the company 
was considering the expansion of its 
fertilisers units and chemical units at 
Kota. The nylon tyre cord plant in 
which the company was investing 40 
percent of the capital and which was 
being put up in Madras, was likely to 
be ready by the middle of 1973. The 
company was also considering other 
schemes of diversification. 

The chai rman indicated i hat t he com¬ 
pulsion of the current economic situa¬ 
tion as much as the compulsion to give 
a fair deal to the people as a whole de¬ 
manded that full encouragement be 
given to all productive enterprises what¬ 
ever their size iind whoever managed 
them. As the need for commodities 
that were consumed by the common 
man became highly relevant in the con¬ 
text of the price situation, only large 
supplies could have a healthy influence 
on prices. Distribution controls could 
not be an alternative, he added. Fur¬ 
ther, unless the supply position 
improved the government would be 
forced in the interest of much needed 
revenue to increase more and more the 
tax levies on an unexpanding output. 
This would in turn increase the prices 
for the consumer and lead to further 
inflationary cycle. He, therefore, ad¬ 
vised the government not to let politi¬ 
cal ideology stand in their way of ba¬ 
nishing shortages from the country. 

GOLDEN TOBACCO 

The shareholders of Golden Tobacco 
Co, Ltd, at their extraordinary general 
meeting held recently endorsed and 
approved the recommendations of the 
board of directors to issue, subject to 
the consent of Controller of Capital 
Issues, bonus equity shares of R$ 70 
lakhs from out of general reserve in the 


proportion of one share for every four 
existing shares and also to offer them 
thereafter an additional share capital 
of Rs 150 lakhs to the general public. 
The purpose of the new issue is to meet 
a part of the cost of their new cigarette 
factory being constructed at Barodn. 

DUNLOP INDIA 

The directors of Dunlop India Limi¬ 
ted declared an interim dividend of Re 
0.75 per share on ordinary shares, 
subject to tax, for 1971, payable on or 
after November 18, 1971, to those mem¬ 
bers whose names appear in the register 
on November 12, 1971. The rate of 
the interim dividend is the same as that 
declared on account of the year 1970. 
The estimated results for the six months 
ended June 30, 1971 compared with t lie 
first six months of 1970 revealed that 
sales during the six months were aiound 
Rs 41.77 crores as against Rs 40.37 cro- 
res during the previous year. Net profit 
after taxation came to Rs I 46 crores 
as against Rs 1.79 crores during 1970. 
The dominant features in the first six 
months of 1971 had been the subs¬ 
tantial increases in most raw material 
costs and serious production losses at 
the Sahaganj factory, resulting from 
numerous power cuts and restrictions 
and high absenteeism, reflecting the 
unsettled labour and law and order 
situation in West Bengal, staled the 
directors. However, the implementation 
of the expansion schemes at the Ambat- 
tur factory had produced a maiginally 
higher turnover than in 1970, but the 
steep increase inproduction costs, parti¬ 
cularly raw materials, and higher inte¬ 
rest charges had been responsible for 
the decline in net profit before *ax com¬ 
pared to the first six months of 1970. 

GLAXO LABORATORIES 

The working of Glaxo Laboratories 
for the year ended .Tune 30, 1971, re¬ 
vealed a rise of 9.6 per cent in sales 
from Rs 26.88 crores to Rs 29.47 
crores. Gross profit during the year 
stood around Rs 3.49 crcres. The di¬ 
rectors have maintained a final equity 
dividend of eight per cent with an in¬ 
terim distribution of six per cent, the 
total dividend for the year has been 
maintained at 14 per cent. Out of the 
profits, depreciation claimed Rs 41.57 
lakhs, leaving a pre-tax profit of Rs 
3.07 crores against Rs 3.86 crores. 
Taxation absorbed Rs 1,58 crores and 
development rebate reserve Rs 14.50 
lakhs. Net profit after payment 


of taxation came to Rs 1.49 crores. 
After adjustments, a sum of Rs 96.30 
lakhs has been transferred to the general 
reserve out of which the proposed divi¬ 
dend is be paid. 

TATA CHEMICALS 

The directors of Tata Chemicals 
Limited have proposed to m. imam the 
dividend a* Rs 1.50 per share on the 
increased capital arising from a bonus 
issue of one for five for the year ended 
June, 1971. The company’s sales went 
up from Rs 12.23 croics to Rs 13.38 
crtues while the gross profit increas¬ 
ed from Rs 3.35 crores to Rs 3.60 
crores. After providing Rs 86. 92 lakhs 
for depreciation, Rs 104 lakhs for 
taxation mid Rs 50.50 lakhs for deve¬ 
lopment rebate reserve, the net profit 
was Rs 113.85 lakhs, adding thereto a 
sum of Rs 0.01 lakhs brought in, the 
disposable surplus wav Rs 113.86 
lakhs, from this a sum of Rs 110.35 
lakhs was taken to general reserve and 
Rs 3.50 lakhs for contingencies reserve. 
The proposed dividend including that 
on preference shares would claim, 
in all. a sum of Rs 82.10 lakhs 
and was to he paid from the general 
reserve. 

MODI SPINNING 

Modi Spinning and Weaving Mills 
Co, Ltd, has maintained its profits for 
the year ended April 20, 1971 mainly 
on account of its programme of mo¬ 
dernisation and renovation being 
carried out and change effected in the 
pattern of production. Gross profit was 
Rs 1.41 crores depreciation Rs 64.44 
lakhs, development rebate Rs 4,75lakhs 
and tax provision Rs 35 lakhs. Equity 
dividend at 12 per cent absorbed Rs 
20.76 lakhs. While the cloth mill fared 
well, yarn mills lagged behind. Al¬ 
though the silk and hosiery mills 
showed an improvement in working, 
their future was uncertain because of 
the unsteady policy of the govern¬ 
ment of India, stated the directors. 
The working results of the distillery at 
Yam ununagar were not satisfactory. So 
also was the case with Patiala and 
Abohar ginning factories. 

ACC, 

The directors of the Associated Ce¬ 
ment Companies Limited have pro¬ 
posed to maintain the dividend at 12 
per cent for the year ended July, 
197L Although the company’s effec¬ 
tive capacity has been stepped up from 
6.2 million tonnes to 6.7 million tonnes 
production has been slightly lower 
than last year at 5.42 million tonnes 
against 5.45 million tonnes. Des¬ 
patches were up from 5,21 million 
tonnes to 5,44 million tonnes. The 
directors have stated that despatches 
were seriously affected due to non¬ 
availability of wagons and production 
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was consequently pegged down. The 
company’s sales were higher at Rs 
81.64 crores against Rs 75.63 crores 
last year. The gross profit dropped to 
Rs 11.96 crores from Rs B.06 crores 
in the previous year. After providing 
Rs 474,18 l»khs for depreciation, Rs 
51,49 lakhs for development rebate re¬ 
serve and Rs 449.10 lakhs for taxation 
the net profit was higher at Rs 221.43 
lakhs against Rs 172.36 lakhs last year. 
Adding to a sum of Rs 0.08 lakhs 
brought in and Rs 7.47 lakhs written 
back from the development rebate re¬ 
serve the amount available for disposal 
is Rs 228.98 lakhs. A sum of 
Rs2.72 lakhs is transferred to amor¬ 
tisation reserve and Rs 226 lakhs to 
general reserve. The company's reserves 
and surplus stood at Rs 23. K) crores. 

HINDUSTAN DOWTDAT 

Sales of Hindustan Dowidat Tools 
increased from Rs 77.53 lakhs to 
Rs 81.58 lakhs during the year ended 
March 31, 1971. But the working has 
resulted in a loss of Rs 7.71 lakhs 
against a loss of Rs 1.03 lakhs after 
providing Rs 3.55 lakhs for deprecia¬ 
tion. No provision has been made for 
development rebate reserve amounting 
to Rs 2.27 lakhs. Both equity and pre¬ 
ference dividends have been passed 
over. After transferring Rs 1.55 lakhs 
from the general reserve, a debit ba¬ 
lance of Rs 6.16 lakhs has been 
carried forward. The adverse working 
is attributed mainly to power shortage 
owing to curtailment of power genera¬ 
tion at Bhukru. Despite these 
troubles, production was up by 7 
percent and sales by 5 percent. The 
company has earned foreign exchange 
of Rs 42.86 lakhs. The directors have 
decided to purchase a diesel generating 
sot to augment supply of power. The 
power cut has been restored from 
July and the factory was working to full 
capacity. A number items have been 
added to the existing range of products 
and the directors consider future 
prospects as encouraging. 

SAURASHTRA CEMENT 
Suarashtra Cement and Chemical 
Industries Ltd revealed during the 
year ended June 30, 1971, gross profit 
of Rs 1.43 crores. After providing Rs 
52 66 lakhs for depreciation, Rs 43 .25 
lakhs for development rebate and 
Rs 14.75 lakhs for taxation the net 
profit came to Rs 32.27 lakhs against 
Rs 43.43 lakhs in the previous year. 
An equity dividend of Rs 12 per share 
on 200,000 equity shares has been 
recommended. The dividend was the 
same last year but on 1,40,000 shares. 
The company has commissioned its 
third cement plant with a rated capacity 
of 1,000 tonnes per day of clinker from 
June 24 1971. The company has 
applied to the government for a licence 
for manufacture of industrial explosives 
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with a capacity of 45,000 tonnes per 
annum. It has also applied for per¬ 
mission to set up a caustic soda pro¬ 
ject with a capacity of 100 tonnes per 
day. The company.produced 4,16,085 
tonnes of cement against 4,17,480 
tonnes in the previous year. 

FRICK INDIA 

11 has been announced by Frick In¬ 
dia Ltd that in accordance with the 
provision of Section 80K of the Income 
Tax Act 1961, the 10 per cent dividend 
declared for the year 1970-71 at the 
annual general meeting held in Septem¬ 
ber 27, 1971 has been provisionally 
determined by the Income Tax Officer 
concerned as 100 per cent execmpl from 
Income Tax. 

CAPITAL AND BONUS ISSUES 

Consent has been accorded to 12 
companies to raise capital of over Rs 
6,04 crores. Seven of them are to 
issue bonus shares totalling over Rs 
2.21 crores and the amount of bonus 
shares ranges between Rs 2 lakhs and 
Rs 1.36 crores. The consents are valid 
for 3 months. The following arc 
the details. 

Snowcem India Ltd, Bombay, has been 
accorded consent to capitalise Rs 2 
lakhs out of its general reserves and 
issue fully paid ‘A 1 and ‘B’ equity 
shares each of Rs 100 as bonus shares 
in the ratio of one new ‘A’ equity or 
one new ‘B’ equity bonus share for 
every 3 ‘A’ equity/3 ‘B’ equity shares 
held. 

Shree Gouri Shankar Jute Mills 
(Private) Ltd, Calcutta-7, has been 
accorded consent to capitalise Rs 35 
lakhs out of its general reserves and 
issue fully paid equity shares of Rs 10 
each as bonus shares in the ratio of 5 
bonus shares for every one equity share 
held. 

Indo-Nippon Chemical Co Ltd, Bom¬ 
bay, has been accorddB consent to 
capitalise Rs 25 lakhs out of its general 
reserves and issue fully paid equity 
shares of Rs 100 each as bonus shares 
in the ratio of one bonus share for every 
equity share held. 

Bararee Coke Co* Ltd, Calcutta, 

has been accorded consent to capitalise 
Rs 6 lakhs out of its general reserves 
and issue fully paid equity share of Rs 
10 each as bonus shares in the ratio of 
1 bonus share for every 2 equity 
shares held. 

Shri Ambica Mills Ltd, Ahmedabad- 

8, has been accorded consent to capi¬ 
talise Rs 1,36,01,800 out of its general 
reserves and issue fully paid equity 
shares Rs 100 each as bonus shares in 
the ratio of 1 bonus share for every 
equity share held. 

Amrutanjan Ltd, Madras, has been 
accorded consent to capitalise Rs 5 
lakhs out of its revenue reserve and 
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issue fully paid equity shares of Rs 
100 each as bonus shares in the ratio of 
2 bonus shares for every equity share 
held. 

Tolani Private Ltd, Bombay, has been 
accorded consent to capitalise Rs 12 
lakhs out of its general reserves and 
issue fully paid equity shares of Rs 
100 each as bonus shares in the ratio of 
12 bonus shares for every 23 equity 
shares held. 

Kirloskar Pneumatic Co. Ltd, Poona, 

has been accorded consent to the issue 
of Rs I crore value of debentures 
carrying 8* per cent rate of interest 
and to be issued for cash at par. The 
debenture-holders will have option to 
convert 51 per cent value of debentures 
held by them into equity shares of the 
company at a premium of Rs 7 per 
share of Rs 10 each. The proceeds of 
the issue will be utilised on further 
expansion of existing lines of manu¬ 
facture. 

Stretch Fibres (India) Ltd, Bombay, 

has communicated to government of its 
proposal to issue capital under Clause 
5 of the Capital Issues (Exemption) 
Order, 1969 to the value of Rs 25 
lakhs in 25,000 equity shares of Rs 
100 each for cash at par for completion 
of their nylon plant. 

Steel Complex Ltd, Feroke (Kerala) 
has communicated to government of 
its proposal to issue capital under 
Clause 5 of the Capital Issues (Exem¬ 
ption) Order 1969, the value of Rs. 200 
lakhs (including Rs 7000 already sub¬ 
scribed) as to Rs 150 lakhs in equity 
shares of Rs 10 each and Rs 50 lakhs 
in 9.5 per cent cumulative redeemable 
preference shares of Rs 100 each for 
cash at par for establishing a factory 
for the manufacture of billets. 

Jayabharat Credit and Investment Co 
Ltd, Bombay, has communicated to 
government of its proposal to issue 
capital under clause 5 of the Capital 
Issues (Exemption) Order, 1969, to the 
value of Rs 30 lakhs in the form of 
equtiy shares of Rs 10 each for cash at 
par as right shares to augment the 
resources of the company for hire- 
purchase financing. 

Atlas Copco (India) Private Ltd, 
Bombay, has be$n accorded consent 
to capitalise Rs 28,24,000 out of its 
general reserves and issue fully paid 
equity shares of Rs 10 each as bonus 
shares to Messrs Atlas Copco AB 
in Stockholm, Sweden and its nomin- 
necs. The company has also boon 
granted further consent which will be 
valid for 12 months for issue of Rs 
60,000 value of shares to Messrs Atlas 
Copco AB, Stockholm, Sweden, for 
supply of plant and machinery and 
further cash issue of Rs 16,96,000 in 
equity shares of Rs 10 each to Indian 
public for cash at a premium of Rs 
7.50 per share. 
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COMPANY MEETING 



Dr. Bharat Ram 


Ladies & Gentlemen, 

l have great pleasure in welcoming 
you to this 83rd Annual General Meet¬ 
ing of your Company. The Directors’ 
Report and Audited Statement of Ac¬ 
counts of the Company for the year 
ended 30th June, 1971 were sent to you 
some days ago. The results have been, 
as you will notice, quite satisfactory. 
All the units haveworked satisfactorily 
except the textile mills which have suffe¬ 
red due to unprecedented high prices 
of cotton and other cost rises. The 
results of the Company would have 
been even better if the textile units 
had not suffered a set-back. 

The Company is replacing about 35 
thousand spindles and 4 hundred looms 
as a separate unit at Dasna with most 
up-to-date machinery. This mill is 
expected to start operations by the 
middle of the next year. I am sure when 
this mill comes into operation, the pro¬ 
fitability of textile units will increase 
considerably. 

For the future, the Company is al¬ 
ready considering the expansion of its 
Fertilizer unit and Chemical units at 
Kota. The Nylon Tyre Cord Plant in 
which the Company is investing 40% 
of the capital and which is being put up 
in Madras, is likely to be ready by the 
middle of 1973. The Company is also 
considering other schemes of diversi¬ 
fication. 


The activities, programmes and re¬ 
sults of a Company like yours cannot 
be evaluated in a vacuum. Not only 
the policies of Government have a di¬ 
rect impact, but the processes of ‘poli¬ 
tics’ iti the broader sense have their 
own influence. I should like to place 
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THE DELHI CLOTH & GENERAL 
MILLS CO. LTD. 

Bara Hindu Rao, Delhi 

Speech delivered by Dr. Bharat Ram, Chairman, Board of 
Directors at the 83rd Annual General Meeting of The Delhi Cloth 
& General Mills Co. Ltd., on October 28, 1971 at Delhi. 


before you some of my thoughts on 
both these matters. 

We are meeting at a time and in a 
situation which arc laden with threats 
to the future of the Indian economy. 
The cross currents of internal politics 
in the eastern wing of Pakistan have sub¬ 
stantially crossed over to our soil. The 
huge influx of refugees has developed 
into an atmosphere of crisis. The cost 
of maintaining these millions is depict¬ 
ing our scarce resources, so urgently 
needed for our cwn programmes of 
economic and social development. The 
already rising prices have been given a 
further upward push by the mounting 
expenditure on the refugees. It goes to 
the credit of our people and Govern¬ 
ment that the grave challenge is being 
met with restraint and dignity. 

In accordance with our tradition, we 
have not shirked to shoulder the burden 
that has been imposed upon us — a 
burden which is neither of our seeking, 
nor is its solution wholly in our hands. 
Indeed this burden provides a salutary 
lesson and it is that the problem of 
economic growth has become mandatory 
in the interest of security and welfare 
of our people. 

It is in this context that all the ughtfu! 
persons, I submit, must bend their 
energies towards strengthening the In¬ 
dian economy. During the past few 
years the tempo of growth in the indust¬ 
rial sector has been slackening. In 
1970 the growth rate was only 4,5% 
as against 6.4% even in the recession 
year 1968. In the current year, accord¬ 
ing to the latest available data, the 
tempo of industrial growth has consi¬ 
derably slackened and is limping at the 
rate of only l. 5 % . The major problem 
of unemployment is eluding solution. 


The prices of almost c\ery commodity, 
agricultural and industrial, arc rising. 
In short, these imbalances clearly re¬ 
veal the need for stepping up economic 
activity all round, more particularly 
through redesigning our development 
strategy which will attack the basic 
problems simultaneously instead of 
dealing with them sequentially or ca¬ 
sually. 

Whether one likes it or not our Go¬ 
vernment has taken upon itself the role 
of leadership for economic change. 
The situation is that it is the decisions 
of Government which determine the use 
of foreign exchange, t he output levels, 
the ppces and a host of critical economic 
factors. There has been an enlarge¬ 
ment of the positive as well as preven¬ 
tive functions of the State. Latterly at 
least in the industrial field the preven¬ 
tive functions have gained primacy so 
far as organised industrial sector is con¬ 
cerned, especially in relation to what 
has come to be called the large houses. 

[n addition to industrial licensing, 
the MRTP Act is in operation, and this 
Act is standing in the way of industrial 
growth because it has been unfortu¬ 
nately conceived more on suspicion 
than proven misfeasance on the part 
of the so-called big or bigger companies. 
I am second to none in appreciating 
the proposition that too much atten¬ 
tion can never be paid to broad-base 
economic development, in other words 
to ensure that more and more people as 
well as different kinds of agencies are 
encouraged to involve themselves in the 
process of development. At the same 
tinv , I have no doubt in my mind that 
it w*ll be taking a very restrictive view 
if this or that agency is denied the 
opportunity to engage itself in the 
growth process. It is not the so-called 
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big companies that arc Indulging in 
restrictive practices to the detriment of 
the consumer, but it is the licensing 
policies and the MRTP Act which is 
queering the market forces by placing 
restrictions on efforts to improve the 
supply position. As I said earlier, the 
market power is being influenced not by 
industrial undertakings, but by Govern¬ 
ment which through various measures 
determine the number of suppliers, 
number of new undertakings that can 
enter the market, the availability of sub¬ 
stitutes including imported identical 
goods and generally the purchasing 
power of the consumers. 

The common man is really not con¬ 
cerned 'with the process of Govern¬ 
ment’s decisions. He is more concern¬ 
ed with finding a job and getting his 
requirements at reasonable prices. It 
docs not matter to him whether the 
goods are produced by any particular 
sector of industry, State, large, medium 
or small. My fear is that if production 
does not increase, which, to my mind, 
can be increased only if the negative 
approach of the Government is changed 
into a positive one, there will be tremen¬ 
dous frustration amongst the people. 

My plea is that Government should 
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go slow for a few years to come in the 
exercise of the preventive functions. 

The compulsion of the current econo¬ 
mic situation as much as the compulsion 
to give a fair deal to the people as a 
whole demand that full encouragement 
be given to all productive enterprises 
whatever their size and whoever mana¬ 
ges them. While saying this, I am fully 
aware that a political decision has to 
be taken. The Government at the Cen¬ 
tre is strong and imaginative enough, in 
my view, to take such a political deci¬ 
sion if only to implement their own com¬ 
mitment to banish poverty through 
creating employment opportunities on 
the one hand and through increasing 
production and productivity on the 
other. 

There is another matter which I would 
like to urge. As the need for increasing 
the supply position of all commodi¬ 
ties that arc consumed by the common 
man becomes highly relevant in the con¬ 
test of the price situation, only larger 
supplies can have a healthy influence on 
prices. Distribution controls cannot 
be an alternative. Further, unless the 
supply position increases. Government 
will be forced in the interest of the 
much needed revenue to increase more 
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and more the tax levies on an unex¬ 
panding output. This will in turn 
increase the prices for the consumer 
and lead to further inflationary cycle. 

In my address to you last year, I 
said that in my view the Indian economy 
had acquired enough strength to make 
well concerted attack on poverty and 
unemployment. Despite the many 
adverse trends to which I have referred, 
I still hold to the same view in the confi¬ 
dence that Government policies will 
be attuned to the requirements of the 
nation. All worthwhile aspirations 
will prove inadequate if they are not 
matched by economic strength* This is 
true whether in the matter of improving 
the standard of living of the masses or 
to gain respect of the International 
community. 

In the end I would like to express my 
sincere thanks to our employees and 
staff who hnve worked very hard and 
without whose contribution it would 
not have been possible to achieve what 
has been achieved by your Company 
during the year. 

Note r This does not purport to be a 
record of the proceedings of the Annual 
General Meeting. 


When Portia Pleaded: 

“The quality of mercy is not strain’d 
It droppath as the gentle rain from heaven 

.»it is twice bless’d; 

It blesseth him that gives and him that takes” 

She was only giving expression to the idea of charity and 
sympathy that should animate man in this dealings with his 
fellow-men. The basic principle of the Red Cross is the 
same: sympathy for the suffering and relief of distress. The 
Indian Red Cross Society therefore deserves all your help. 

GIVE LIBERALLY 
ENROL AS A MEMBER 
INDIAN RED CROSS SOCIETY 
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Reviewed by ACADEMICIAN 


The crisis in Indian planning brought 
about by the neglect of social sciences 
forms the central theme of Social 
Sciences and Planning in India . contain¬ 
ing essays presented at a seminar 
held on the subject in January 1965. 

The editor. Dr Radhakamal Mukcrjee 
has expressed the view that planning in 
India encountered a grave crisis due to 
the fact that it has largely been an affair 
of the bureaucrats and statisticians and 
not even of the economists, not to 
speak of the social scientists. 

Planning means a consciously design¬ 
ed advance towards a new social and 
economic order. This new order im¬ 
plies goals and values about which there 
is broad agreement in the society. 
The vanous Social sciences not merely 
deal with these major goals atid values 
but also clarify the appropriate means 
for their realisation. Society is an inte¬ 
grated whole .and planned advance must 
be a total advance. The editor there¬ 
fore pleads for a new dimension to the 
approach to planning, namely united 
methodological procedure, harmonis¬ 
ing and coordinating the results of var¬ 
ious social sciences. This demands a 
comprehensive social philosophy which 
would integrate and harness the net¬ 
work of social institutions resting on 
dominant values. It is obvious that 
economies alone could not deal with 
the entire range of factors and trends in¬ 
volved in the total process of social 
and cultural transformation. Dr Mukcr¬ 
jee has therefore emphasised that “the 
Indian Plan and policy should accord¬ 
ingly work in close association with the 
total knowledge in the realm of social 
sciences.” This point has been empha¬ 
sised by many in recent years and 


should find ready response and accept¬ 
ance', What is more important, lack of 
this approach explains the comparative 
failure of our planners to build a social¬ 
ist pattern of society as no attempt was 
made to evolve a comprehensive theory 
of social transformation, it is obvious 
that a socialist society cannot be built 
on old and traditional values and 
institutions. 

Professors Baljti Singh, P. N. Masai- 
dar and R. N. Saksena have emphasised 
that there is no alternative to a syste¬ 
matic social planning. They are of the 
opinion that drastic administrative re¬ 
forms should be effected and a firm 
liaison of policy-maker, administrator 
and the social scientist be established. 
While most of the participants pointed 
out the dichotomies that existed bet¬ 
ween theory and practice at present, 
the majority of the discussants favoured 
evolutionary changes. While on the 
whole democratic planning was agreed 
on, the tools advocated for achieve¬ 
ment of the goals ranged all the way 
from the methods of consensus to 
collectivisation by a majority voie. 

The discussants agreed that there is 
an urgent need for radical reforms m 
the administrative structure of the 
couniry to suit a free democratic so¬ 
ciety. All of them felt that the admi¬ 
nistrative aspect had been neglected by 
the planners so far. The questions of 
morale, training and public relations 
should all receive attention of the social 
scientists. It was also felt that the 
attitude of the citizens and the need 
of subordination of private to public 
interest as well as the social signili- 
cance of conduct and morale of leaders 
should be matters of concern not only 
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of the planners but also of the social 
scientists and educationists 

The participants at the seminar em¬ 
phasised the importance of village 
leadership in the implementation of the 
plans. For proper implementation of 
the plans there is need for good per¬ 
sonnel from top to bottom. The semi¬ 
nar also generally agreed that the pre¬ 
sent administration was of specialised 
nature and therefore needs special 
techniques, knowledge and skills. The 
view that all civil servants are compe¬ 
tent to administer welfare schemes in a 
modern slate was rejected and it was 
agreed that social policy in a welfare 
state should be clearly formulated by the 
policy-makers with the assistance of 
social science experts, with the scientific 
knowledge of techniques and methods 
of social sciences. It was again empha¬ 
sised by all the participants that Indian 
planning had neglected the institutional 
pattern for changing the Indian society. 

The seminar was held nearly five 
years ago and so much has been written 
and published and discussed on the 
shortcomings of the Indian planning 
that most of the views expressed in this 
volume appear quite commonplace. A 
reader in 1971 hardly finds anything 
new in this book. And yet the central 
theme emphasised in the book, namely 
that all the social forces will have to be 
harnessed purposefully in the process 
of planned social changy and that it is 
futile to approach and treat planning 
mainly as a matter of technical relations 
cannot be overemphasised. 

INDUSTRJAl ESTATES 

The programme of industrial estates 
was launched in India in 1955 and by the 
end of March 1969 the government of 
India had invested about Rs 411 mil¬ 
lion in this programme and has ear¬ 
marked another Rs 100.8 million in the 
fourth live-year Plan. As a result of 
this investment 504 industrial estates 
have been sanctioned out of which 285 
have been functioning. Of the 8,673 
factory sheds completed, 6,620 have 
already been occupied. What is more 
significant is that the functioning of 
these industrial estates reported a pro¬ 
duction of Rs 1,000 million a year and 
provided employment to about 82,750 
persons. 

ft will thus be seen that India has 
utilised the programme of industrial 
estates as an effective tool for the pro¬ 
motion of small and medium-sized in- 
industrial enterprises on a massive 
sea ie. 1 n his boo k M anna! On l adust Ha l 
Estates, O. P. Mathur aims at explain¬ 
ing the basic concepts of the industrial 
estates programme and delineates the 
steps to make it an effective tool for the 
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promotion and development of indus¬ 
tries in a developing country. 

A search for appropriate, methods 
and strategics for accelerating the pace 
of industrial development is the major 
concern of the developing countries. 
A large number of countries have 
come to accept industrial estates pro¬ 
gramme as one of the tools for pro¬ 
moting industrialisation. The indus¬ 
trial estates programmes are to be 
found in the USA, the UK, Nether¬ 
lands, Belgium, France, Federal 
Republic of Germany, Ceylon, Nepal, 
Pakistan, United Arab Republic and 
in Kenya, Tanzania, Uganda and many 
more countries. The industrial esta¬ 
tes programme being so widely used, 
it becomes necessary to study some of 
the common problems faced by all the 
countries and the methods employed 
by them to solve their problems. 
This manual analyses some of the im¬ 
portant issues such as : What can be 
achieved through the instrument of 
industrial estates and how can this 
programme be used effectively for pro¬ 
moting rapid industrial and regional 
development? What arc the different 
types of industrial estates that can be 
set up for meeting different needs and 
situations ? What are the steps in¬ 
volved in pre-project planning for in¬ 
dustrial estates ? What are the ma¬ 
jor functions of the sponsoring organi¬ 
sations in the areas of administration 
and promotion of industrial estates? 
And above all, what are the techniques 
for evaluating the performances of 
industrial estates? It is obvious that 
these are all vital issues which must 
be studied carefully, if The industrial 
estates programme is to achieve the 
various objectives. 

Various Objectives 

The industrial estates programme 
can help achieve various objectives such 
as (a) serving as an instrument of in¬ 
dustrial and regional development, (b) 
as a catalyst for creating an environ¬ 
ment for industrial growth, and (c) as 
an instrument for serving specific 
purposes such as developing some 
specific industries, attracting foreign 
investment, promoting exports and per¬ 
forming nursery functions for larger 
industries. 

The industrial estates are classified 
into, (a) industrial estates for general 
purposes, (b) ancillary industrial estates, 

(c) single trade industrial estates, and 

(d) functional industrial estates. In¬ 
dustrial estates can also be classified 
on the basis of location: industrial 
estates in or around big cities and 
metropolitan areas, industrial estates 
in small towns and in rural areas. In¬ 
dustrial estates can be government 
sponsored, or private industrial estates 


or private but government-assisted in¬ 
dustrial estates. 

Chapter on pre-investment planning 
indicates the various issues required to 
be considered by the sponsoring autho¬ 
rity before deciding to establish an in¬ 
dustrial estate at a particular place. 
Various aspects such as location, size 
of population, economic and infrast¬ 
ructure base available in the area, re¬ 
gional setting, resource position and 
the nature of demand have all to be 
considered carefully before deciding to 
establish an industrial estate at a parti¬ 
cular place. The author has done well 
to provide specimens of checklists that 
would enable sponsoring authorities to 
arrive at a proper decision in the matter 
of location. 

The author has given considerable 
attention to the physical planning of an 
industrial estate. He has analysed vari¬ 
ous issues such as criteria for site selec¬ 
tion, planning of land use, design crite¬ 
ria and architectural controls and zon¬ 
ing and planning of public utilities. 
The excellent diagrams which the author 
has provided make all the issues of 
physical planning clear beyond any 
doubt. 

Role of Management 

The author has analysed comprehen¬ 
sively the role of management namely 
acquisition of land, land improvement 
and development, installation of utili¬ 
ties and construction of factory sheds, 
maintenance of estate and its facilities, 
day-to-day administration and promo¬ 
tion of industries through different 
types of assistance programmes. 

In the last chapter Hie author has 
dealt with the criteria for evaluation 
of industrial estates. It is lo be regretted 
that there is a virtual lick not only of 
criteria of evaluation but also of techni¬ 
que for evolving them. The central 
theme of this chapter is built around 
those criteria that help : n evaluating 
the performance of an industrial estate 
after it has been in operation for a few 
years. The first method that is suggested 
is a fr ’two~tier evaluation 1 ’ that can be 
used by the sponsor and the beneficiary 
of an industrial estate. The second 
method of evaluation is the statistical 
method which stresses using the re¬ 
gression analysis for evaluating the per¬ 
formance of an industrial estate. This 
chapter appears rather unsatisfactory, 
not because of the inability of the author 
but because of the difficult nature of the 
problem in question. The author, how¬ 
ever, has done well to give a detailed 
proforma whose main purpose is to 
help identify the points on which in¬ 
formation will be helpful for evalua¬ 
tion purposes. 

This is an excellent manual dealing 


with various issues and aspects of an 
industrial estates programme which 
is bound to play an increasingly im¬ 
portant role in industrialisation of de¬ 
veloping countries. While there have 
been a number of monographs and 
lx>oks on the theory and concept of 
industrial estate, there is hardly any 
book on the practical problems in¬ 
volved in planning an industrial estate 
and therefore G.P. Mathur is to be 
warmly congratulated on filling this 
gap. 

COMPANION VOLUME 

Industrial Estates Programme by D. 
Nagaiya should be read along with 
Manual on Industrial Estates by O.P. 
Mathur, as this book supplements the 
latter and forms a companion volume. 
If the Manual analyses the conceptual 
framework of planning an industrial 
estate, this book reviews the Indian ex* 
pcrience in the field of industrial estates 
programme. 

The book is divided into two parts. 
The first part reviews the industrial 
estates programme in India right from 
its inception in 1955, highlighting the 
achievements of the various states in 
India in this field, identifying the short¬ 
comings at different stages of implemen¬ 
tation and what is more important, 
establishing a few guidelines for 
the management of existing industrial 
estates as well as for sponsoring new 
ones, lathe second part, this review is 
supplemented with case descriptions of 
nineteen industrial estates of different 
types. This is done with a view to draw¬ 
ing from the experience lessons that will 
throw sufficient light on the problems 
involved in promoting specific types of 
industrial estates in developing count¬ 
ries. 

During the period of the first three 
live-year Plans, Rs 58 lakhs, Rs 10.40 
erores and Rs 22.56 crores were 
spent on the establishment of indus¬ 
trial projects in India, while the 
proposed outlay during the period of 
the fourth Plan is Rs 19.08 crores. Out 
of the 504 industrial estates sanctioned 
by the end of March 1969, 285 are 
functioning. All the 13 sanctioned in¬ 
dustrial estates are functioning in 
Rajasthan; 28 out of 33 sanctioned arc 
functioning in Tamil Nadu. Similarly, 
15 out of 18 in Kerala, 18 out of 25 in 
Mysore, 9 out of 10 in Orissa and 15 
out of ?0 in Jammu and Kashmir are 
functioning. Comparatively* non¬ 
functioning industrial estates are more 
in bigger states. Thus in Uttar Pradesh 
only 38 are functioning out of 78 sanc¬ 
tioned; only 13 out of 32 in Punjab, 
29 out of 43 in Andhra Pradesh, 35 
out of 69 in Maharashtra* 24 out of 56 
in Madhya Pradesh* 13 out of 29 in 
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Gujarat and only 7 out of 22 in Bihar. 
High degree of non-functioning of in¬ 
dustrial estates in these stales is attribu¬ 
table to the number of estates located in 
semi-urban and rural areas. This is to 
be regretted because one of the aims 
of the industrial estates programme is 
to decentralise industries which are to 
be taken to rural areas for supplement¬ 
ing agriculture which happens to be the 
main and only occupation of the people. 
Obviously government will have to 
concentrate more on them and see that 
they start functioning successfully. 

On the basis of the experience gained 
so far according to the author, the fac¬ 
tors affecting the success of the indust¬ 
rial estates programme are broadly as 
follows: (a) the presence of a favourable 
climate and the existence of a class of 
entrepreneurs with requisite technical 
and managerial experience, (b) the pre¬ 
sence of large-scale industries in the 
neighbourhood, (c) availability of 
technical guidance either from indust¬ 
rial associations or from the govern¬ 
ment, (d) availability of ready markets 
for finished products, (e) easy availabi¬ 
lity of raw materials both indigenous an 
imported, (f) availability of power and 
transport facilities, (g) availability of 
skilled personnel and training facilities, 
(h) availability of educational, housing 
and medical facilities and (i) accessibility 
of promotional agencies of the govern¬ 
ment. This highlights the fact that the 
industrial estates should not be used 
alone to initiate development of back¬ 
ward regions but should instead be 
located according to the dictates of care¬ 
ful techno-economic surveys. Industrial 
estates established mainly on political 
considerations have proved failures. 
The experience also shows that if an 
industrial estates is established in a 
backward region, numerous other steps 
will have to be taken simultaneously 
by the government in various other 
fields, if the programme is to succeed. 

Guidlines for Future 

Chapter V which deals with the guide¬ 
lines for the future is in a sense the most 
important part of the book. 

Over the last 15 years, the industrial 
estates programme has witnessed an 
expansive phrase, particularly during 
1960s. The period of consolidation has 
already set in. During the fourth Plan 
period, t he establishment of new indust¬ 
rial estates is restricted to the minimum. 

During this period of consolidation 
guidelines for the future need to be 
visualised from two angles: what 
needs to be done in making the exist¬ 
ing estates function more satisfac¬ 
torily and secondly what should 
be the approaches in respect of the 
proposed industrial estates in the coun¬ 
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try? The author has discussed the guide¬ 
lines under three heads: (l) need for an 
integrated approach to development, (ii) 
(ii) project-planning and selection of 
sites and (iii) sponsorship and manage¬ 
ment, 
i 

As regards the need for an integrated 
approach, the author has rightly em¬ 
phasised that it is essential to treat the 
industrial estate as ope in a series of 
measures aimed at economic develop¬ 
ment of a region ^pd not as an isolated 
scheme. Development of related sec¬ 
tors such as agriculture, forestry, animal 
husbandry and minerals as well as pro¬ 
vision of basic facilities such as power 
and transport is a must for the success 
of an industrial estate. It is found that 
if taken up as an isolated venture an 
industrial estate has invariably proved 
a failure in rural areas. This is a very 
valuable lesson which the planners must 
keep in mind while establishing a new 
industrial estate or to make existing 
estates function successfully. 

As regards the second i.e. pre-project 
planning, the author has emphasised 
that the survey should cover aspects 
like size of the existing population and 
the rate of its growth, nature and ex¬ 
tent of available infrastructural facilities 
and social overheads, existing industrial 
base of the centre, nature of the hinter¬ 
land and the availability of skilled la¬ 
bour and entrepreneurs. 

Differing Approaches 

As regards sponsorship and manage¬ 
ment of industrial estates the ap¬ 
proaches differ depending upon where 
the estate is being located. Thus, accor¬ 
ding to the author, though the govern¬ 
ment sponsored the programme ini¬ 
tially on its own, it should now operate 
as a catalytic agetirat places where 
people are able to operate on their own. 
This is because there are many limita¬ 
tions on the government’s functioning 
as a promoter and manager of a com¬ 
mercial organisation at the same time. 
The government should take the lead in 
mobilising support for a particular *ype 
of industrial estate for which the pros¬ 
pects are bright and leave the manage¬ 
ment aspect 'TO local organisations and 
groups of industrialists who are likely 
to he the beneficiaries. The industrial 
estates can be operated through associa¬ 
tions. joint stock companies or through 
co-operatives. 

Part II of the book takes up the case 
studies of typical industrial estates. The 
categories taken up for analysis are 
conventional industrial estates in met¬ 
ropolitan cities, ancillary industrial es¬ 
tates, single trade and functional in¬ 
dustrial estates, co-operative industrial 
estates, industrial estates as part of in¬ 
dustrial areas, private industrial estates 
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and industrial estates in small towns and 
rural areas. These extremely interesting 
case studies explain (he various aspects 
of planning common facilities, types 
of industries promoted and the ap¬ 
proaches adopted at various stages of 
development in each of the above cate¬ 
gories. Though the descriptions are 
brief, they highlight all the essential 
features of different types of industrial 
estates. 

The Manual and this book cover in¬ 
evitably much of the ground that is 
common and yet the two books reviewed 
here essentially supplement each other 
and as such should be read together. 
They tell us in a comprehensive way all 
that one needs to know about the in¬ 
dustrial estates and the relevant issues 
involved. There is no doubt that this 
study will be extremely useful to plan¬ 
ners, promoters and administrators of 
industrial estates in India as also in 
other developing countries which can 
draw much from the experience of India 
which happens to have launched on a 
massive industrial estates programme. 

DEMOGRAPHIC COMMENTARY 

In his book Indian Population in Tran¬ 
sition : Dr Saxena presents the main 
facts relating to Indian population, 
not only to establish the crucial facts 
about the Indian demographic scene 
but also with a view to reviewing some 
of the available data on different as¬ 
pects of India’s population. It can be 
said that the analysis presents a sort 
of running commentary on India’s 
population growth since 1901 to the 
present day. Since along with *he rate 
of saving and capital-output ratio, the 
rate of population growth is also one of 
the main determinants of the rate of 
growth of per capita income in a 
country, demographic aspect is assu¬ 
ming increasing importance ingrowth 
economics. 

In the introduction the author has 
strongly pleaded for a more important 
place in «he educational and administ¬ 
rative fields for demography and demo¬ 
graphic analysts. He has pleaded for 
Jhe establishment of a Population 
Association in the country to serve as 
custodian of demographic interests and 
to provide an integrated forum not 
only for exchange of ideas but also to 
enable the professionals in this field 
to achieve a status held by their coun¬ 
terparts in other social disciplines such 
as economics and sociology. The pre¬ 
sent trend is to treat the problems of 
population either as part of economics 
or sociology and one therefore agrees 
with the author’s plea that in view of 
the increasing importance of the sub¬ 
ject, demography should be accorded 
its due status. 

The author then proceeds to discuss 
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the way Tndian census is organised. 
Since 1881 decennial census has be¬ 
come a regular feature and it is instruc¬ 
tive io know that the authorities are 
making attempts to collect more and 
more relevant material by question¬ 
naires which are being made more 
and more comprehensive in view of 
both the experience gained and the 
growing needs of the economy. 

Unsatisfactory Results 

The other souice of population statis¬ 
tics in India is the civil registration 
such as vital statistics collected by pan- 
chayat agency, revenue agency, police 
agency and health agency. The author 
has drawn attention to the fact that 
though the history of Indian civil regist¬ 
ration is over 100 years old and persis¬ 
tent efforts arc being made to bring it 
up to the mark, the results have not 
been very satisfactory. The illiteracy, 
lack of understanding on the part of 
the populace to realise the importance 
of registration and above all the absence 
of a central law for long have been 
mainly detrimental to the emergence of 
a system of reliable source of vital 
statistics. Now that a central law has 
been passed in this regard, it is hoped 
that matters will improve hereafter. 
The significance of these vital statistics 
for economic and other planning is very 
great and hence the need to keep im¬ 
proving the quality of vital statistics 
collected by civil registration Authori¬ 
ties. 

The author has analysed the various 
aspects of Indian population such as 
trends in Indian population growth, 
birth-rate and fertility, death-rate and 
life expectancy and internal migration 
and its measurement. The author's 
analysis of migrants entering into diffe¬ 
rent slates and the states from which 
they enter is very interesting. According 
to the analysis the heaviest rush of 
migrations is towards Delhi and the 
least towards Jammu and Kashmir. 
Maharashtra and West Bengal stand 
more or less in the same position after 
Delhi, while Madhya Pradesh occupies 
the fourth place in respect of inter-state 
migration. 

Discussing the prospective changes in 
fertility and mortality, the author, right¬ 
ly opines that fertility or birth-rate in 
future will depend entirely on the suc¬ 
cess of the family planning programme. 
It will depend on finding the best me¬ 
thods of communicating the benefits 
of family limitation and elementary 
tacts about psychology of reproduction 
and discovering simple and adequate 
means of promoting successful ways of 
tagging family planning with other 
programmes of social development. 
Even if we succeed in all these, no one 
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knows for certain how long it will take 
to produce an effect on a national scale 
or how warm the response will be. 
There is therefore much uncertainty in 
forecasting future level of fertility or 
birth-rate. Comparatively, the probable 
course of mortality can be forecast 
with less uncertainty. 

Having read the book one feels con¬ 
vinced that demography as a science is 
still in its infancy and has still to go a 
long way before it can achieve the status 
of even other social sciences, not to 
speak of physical sciences. This may 
not be so much due to inability or in¬ 
capacity of demographers and popula¬ 
tion analysts as to the inherent difficul¬ 
ties in the field of investigation where 
complex human motivation plays a do¬ 
minant role. And therefore one still 
is inclined to agree with Joseph S. 
Davis who wrote: t4 I am ashamed that 
like most of my fellow social scientists, 
T have so long accepted the conclusions 
of the population specialists with naive 
faith.,. It is disheartening to have to as- 
ser^that the best population forecasts 
deserve little evidence even for five years 
and none at all for 20-25 years ahead. 
Population forecasting is not a simple 
matter. Available techniques do not 
permit reliable prediction to be made 
5. 10, 20 and 50 years ahead." 

And yet demography is too important 
a subject to be neglected any further and 
therefore attempts to refine the exist¬ 
ing techniques and make the science 
more and more exact must go on and 
from that point of view alone, if no 
other, attempt by G.B. Saxena in this 
drcction is io be lauded. 


RAILWAY FINANCES 

It is quite some lime since a fairly 
comprehensive treatise on the function¬ 
ing of Indian Railways appeared and 
hence Financial Management of Indian 
Railways by B. N. Asihana is extremely 
welcome. This book, based on the 
author’s thesis which was awarded the 
D. Phil, degree of the Allahabad Uni¬ 
versity, deals with the functioning of 
Indian Railways, especially with the 
financial aspect which for" a common 
man or for the general users of the In¬ 
dian Railways appears to be shrouded 
in mystery. Since the Indian Railways 
constitute the largest nationalised un¬ 
dertaking in the country with a total 
capital investment of Rs 3,376 crores 
the financial aspect of its working needs 
to be carefully considered. 

According to the author the Indian 
Railway finance has had extremely 
chequered career, its course being often 
changed and modified to suit the needs 
of the time. Thus the Indian Railway 
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finance has grown up l n a haphazard 
manner since 1921 when an attempt was 
made for the first time to put the rail¬ 
way finance on a sound and definite 
footing. The appointment of the Ack- 
worth Committee coincided with the 
political unrest and agitation in the 
country and economic crisis abroad 
which made its own contribution to the 
prevailing financial uncertainties in 
India. It was recognised then that it 
was necessary to keep the railways, a 
commercial enterprise, free from un¬ 
certainties of the general budget. 

Difficult Comparison 

The author has given all the develop¬ 
ments in the field of Indian Railway 
finance from the beginning to 1970. But 
as the figures prior to 1947 are for un¬ 
divided India any rational comparison 
of the present trends with the past be¬ 
comes difficult, if ;iOt impossible. Wc 
can therefore concentrate our attention 
on developments since 1947 or for that 
mailer from 1951 onwards only. 

During the first five-year Plan, a 
provision of Rs 400 crores was made 
for an extensive rehabilitation of fixed 
and mobile railway assets, for the re¬ 
moval of prmciparbotlleneeks on exist¬ 
ing lines and for the provision of addi¬ 
tional facilities, if possible, and for im¬ 
proving amenities to the travelling pub¬ 
lic. Out of Rs 400 crores provided, rail¬ 
ways contributed a s^im of Rs 320 
crores representating the estimated 
difference between the gross earnings 
and the total working expenses of the 
railways during the period of the first 
Plan, the balance of Rs 80 crores being 
contributed by the government out of 
their general revenues. 

In the second Plan a provision of Rs 
1,125 crores was made for the Indian 
Railways to enable them to carry the 
increased production of heavy industries 
like steel and coal, to rehabilitate track, 
bridges and rolling stock and to try to 
become self-sufficient in railway's own 
equipment through greater manufac¬ 
ture in the country. The allotted 
amount was envisaged to be provided 
from the general revenues to the extent 
of Rs 750 crores, Rs 225 crores from 
railway revenues by way of current 
appropriation to the Depreciation Reve¬ 
nue Fund at the rate of Rs 45 crores 
per year and another Rs 150 crores from 
the railway revenues. The implementa¬ 
tion of the policies proceeded fairly 
satisfactorily in the second Plan. The 
rehabilitation and modernisation of the 
assets as well as the increase in the line 
capacity were achieved by the Indian 
Railways. Not only the carrying capa¬ 
city of both freight and passengers in¬ 
creased considerably but substantial 
progress was also made in achieving 
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self-sufficiency in rolling stock 
to meet increased demand for rail¬ 
way transport from enhanced produc¬ 
tion in various sectors of the Indian 
economy. According to the author, 
the railways made commendable efforts 
to fulfil the task assigned to them i>, 
the second Plan. 

Thus according to the author, the 
Indian Railways acquitted themselves 
very creditably, during the first two Plans 
with the result that their carrying capa¬ 
city increased by about 100 per cent in 
the case of gross traffic and by nearly 
27 per cent in the case of passenger 
traffic over the period covered by the 
first two Plans. 

The third Plan provision for the 
Indian Railways was of the order of Rs 
1,255 crores, though the figure was re¬ 
vised thrice and was finally fixed at Rs 
1,685 crores. The fourth Plan draft has 
made a provision of Rs 1,525 crores of 
which Rs 040 crores would have to be 
found by the railways themselves to 
fulfill the objectives of providing capa¬ 
city for freight and coaching traffic 
anticipated during the period of the 
fourth Plan, to modernise the equip¬ 
ment to the maximum extent possible 
and to extend the broad gauge sys¬ 
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tem to areas of rapid economic deve¬ 
lopment and high traffic potential. 

The author has given a fairly exhaus¬ 
tive picture of the financial aspects of 
the Indian Railways, the other aspects 
having been hardly treated. There 
is no doubt that the Indian Railways are 
passing through a grave financial crisis. 
For the fifth year in succession the rail¬ 
ways are in the red again in 1971-72. 
That the largest public sector enterprise 
in India which historically is also the 
oldest should face such acute financial 
problems is a distressing state of affairs. 
Jt is extremely unfortunate that the 
Indian Railways administration has 
never been headed after Independence 
by a man of vision and great administra¬ 
tive capacity who could exploit the 
great potentialities of railway transport 
in a vast country like India. There is 
urgent need for the appointment of 
a full-ficdgcd commission to go into 
every aspect of Indian Railway admini¬ 
stration. The Indian Railways can well 
act as a catalytic agent of economic 
and cultural revolution. 

MARKETING MANAGEMENT 

The subject of marketing has been 
assuming great importance in dcvelop- 
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mg countries like India with its rapid¬ 
ly increasing tempo of production of a 
wide range of goods in recent years. 
Substantial economic growth of a 
country depends to a very large extent 
on successful marketing activities. This 
is because it is through marketing that 
demand for goods and various services 
is stimulated which in turn stimulates 
higher production of goods and ser¬ 
vices. Viewed in this sense marketing 
is at the heart of all the industrial pro¬ 
duction. For this reason, it is of vital 
importance for all businessmen to un¬ 
derstand the role of marketing in the 
economic development of a country. 
But unfortunately marketing as a sub¬ 
ject of serious study has long been 
neglected by the Indian universities and 
authors. This has resulted in our follow¬ 
ing books on this subject written by 
foreign authors from developed count¬ 
ries with the consequence that busi¬ 
nessmen in developing countries find it 
difficult to understand and follow the 
analysis or the policies recommended 
in those hooks. It is therefore extreme¬ 
ly satisfying that T. A. A. Lalif 
has come forward to write his Market¬ 
ing Management in Developing Coun¬ 
tries. He has made an attempt to deal 
in a concise and Jucid manner with the 
theoretical and practical aspects of 
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marketing as a tool for the industrial 
growth of developing countries. In 
a small volume like this one, the author 
has done well to deal with various 
theoretical and practical aspects of mar¬ 
keting such as product development, 
sales promotion, advertisement and 
public relations, distribution and sell¬ 
ing and marketing strategy. The author 
has given a number of Indian illustra¬ 
tion to clarify the various concepts. 
Since small-scale industries occupy a 
vital place in the industrial and econo¬ 
mic growth of developing countries like 
India, the author has rightly found it 
fit to draw special attention to the mar¬ 
keting problems of small-scale indust¬ 
ries. Marketing aspect is very much 
neglected by small-scale industries with 
extremely adverse impact on their de¬ 
velopment. It is only in recent years 
that we are experiencing what proper 
advertisement and marketing can do 
for the export of the products of small- 
scale industries in India. The author 
has also done well to discuss the various 
aspects of training programme in mar¬ 
keting and sales management, including 
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services in the domestic and in foreign 
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tries. This means that government, busi¬ 
ness community and academic world will 
have to give greater attention to this 
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yet having read the book one gets the 
impression that the nature of the sub¬ 
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fully to scientific and rigorous analysis, 
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ject which for long has remained neg¬ 
lected in this country and hence the 
importance of Latif’s book. 
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Engineering Exports through 
the Seventies 


RECORDS AND STATISTICS 


The Engineeiung Association of In¬ 
dia (EA1) recently organised a confe¬ 
rence in the capita! to discuss the possi¬ 
bilities of expansion in engineering 
exports through the seventies. A back¬ 
ground paper circulated by the EAl 
at the confrence reviewed the progress 
made by this industry till 1970-71 and 
indicated the target likely to be hit 
by 1980-81. The export of engineering 
products rose from Rs 26.47 crores in 
1964-65 to Rs 116.59 crores in 1970- 
71. The EAI has estimated that the 
engineering industry will achieve the 
fourth Plan target of exports valued at 
Rs 250 crores in 1973-74 and might 
increase the value of ns exports to Rs 
1,000 crores in 1980-81. Full text of 
the background paper is given below: 

During the past fifteen \ears. en¬ 
gineering products have been the most 
rapidly growing sector of world pro¬ 
duction and trade and this dynamism 
can be considered both a cause and 
result of the long-term acceleration of 
economic development in general and 
of further economic growth in the in¬ 
dustrialised areas in particular. 

The rapid growth of demand for the 
products of engineering industries de¬ 
rives essentially from their character 
of labour-saving devices. Demand for 
producers’ equipment has been mainly 
stimulated by the continued full em¬ 
ployment and growing shortages of 
labour in the industrial area, while the 
very high income-elesticity of demand 
for consumer equipment and appliances 
produced by the engineering indust¬ 
ries is closely related to the increasing 
importance of free time in private life. 

Technological Innovations 

Deriving from these pervasive needs 
of modern economic life, technological 
innovation proceeds particularly rapid¬ 
ly m the engineering industires; in¬ 
deed, it is mainly through these in¬ 
dustries that the results of scieniific- 
lechnological research and develop¬ 
ment are being introduced into the pro¬ 
duction process at large. 

In an industrial environment charac¬ 
terised by increasing costliness of la¬ 
bour, in production as well as in re¬ 
search and development, the need for 
which is felt evermore acutely, the 
cost-reducing benefits of specialisation 
are correspondingly growing in impor¬ 
tance. Progress of specialisation within 
and between national industries im¬ 


plies an increased reliance on foreign 
trade and, consequently, international 
exchanges of new technology, whether 
through trade in engineering products 
or in other forms, play an increasingly 
important role in accelerating the 
grownh of productivity and incomes 
in all economies. 

An additional powerful factor be¬ 
hind the expansion of trade in engineer¬ 
ing products has been the continued 
progress made in the reduction and 
elimination of obstacles to international 
trade since the early post-war years. 
With regard to tariff cuts in particular, 
the results achieved over these years 
were, on the whole, more significant 
for products of the engineering in¬ 
dustries than for manufactures in gene¬ 
ral. Most recently, further important 
results have been obtained in the Ken¬ 
nedy Round. The developed countries 
have now agreed to allow imports from 
developing countries free of duty under 
the Generalised Sytem of Preferences. 
The effect of this liberalisation on the 
world export of engineering goods will 
be felt in the subsequent years. 

Expansion of Production 

The gradual implementation of these 
reductions, in the conditions of a 
continuing high level of employ¬ 
ment and a growing need for 
labour-saving processes, cannot but 
lead to a further expansion of produc¬ 
tion and trade in engineering products 
in the years immediately ahead. Inde¬ 
pendently of these conditions and in 
addition to them, the continuing intensi¬ 
fication of technological research and 
development will provide another signi¬ 
ficant stimulus to international ex¬ 
changes in this field. Trade in engineer¬ 
ing products can. therefore, be expected 
to continue expanding vigorously, the 
immense potentiality of the markets of 
developing countries, severely restrain¬ 
ed in the last decade by shortages of 
foreign exchange, can be more ade¬ 
quately translated into effective 
demand. 

So far, the expansion of trade in 
engineering products has been most 
rapid among the industrial countries. 
It should be noted, however, that active 
participation in this most dynamic sec¬ 
tor of world trade significantly contri¬ 
buted to the growth of exports and na¬ 
tional income of two countries, Italy 
and Japan, which in the early 1950s 
could be considered new-comers. In 


recent years, several industrialising 
countries — Poland, Bulgaria, 
Rumania, Yugoslavia, Spain, China 
(Taiwan) and Hong Kong — were able 
to achieve a rapid and sustained ex¬ 
pansion of exports of engineering pro¬ 
ducts. Other developing countries 
have built or are building considerable 
production capacities in these industries 
and can be expected to produce in¬ 
creasingly for export. 

Size of the World Market 

The world exports of engineering 
ducts amounted to $58 billion in 1966, 
havingtrebled since 1955. In 1969, these 
exports stood at $81.50 billion. Between 
1966 and 1969, therefore, the growth 
was 40 per cent — an annual average 
of 13 per cent against the general growth 
of 8 percent for all the commodities. In 
a longer historical perspective, the re¬ 
cent growth of engineering goods ex¬ 
ports — at more than 10 percent per 
year, between 1955 and 1966 — and 
13 percent since then is exceptionally 
fast. 

The recently accelerated expansion 
of trade in engineering products reflects 
two important changes in the long term 
trends. There has been, first, a signi¬ 
ficant acceleration in the growth of 
output from the world engineering in¬ 
dustries since the early 1950 and second, 
in the last 14 years a growing proportion 
of output has beea exported and 
a growing part of apparant consump¬ 
tion in most countries is supplied by 
imports. 

Taking 1969 world engineering pro¬ 
ducts exports as the base, even if we 
estimte an annual growth rate of six 
percent (against 13 per cent during the 
last three years), the world exports of 
engineering products could be around 
$ 150 billion by 1980 at current prices. 

An analysis of the 1969 world ex¬ 
ports of engineering goods would show 
that out of $ 81 billion, the exports 
from the industrial countries were to 
the tune of $17 billion — or 87 per cent 
of the total. The share of Eastern Trad¬ 
ing areas was $8,08 billion or approxi¬ 
mately 11.75 per cent of the total. The 
share of developing countries was only 
1.25 percent. Another feature of the 
world export of engineering products 
in the past has been that nearly 97 
per cent of the imports in the 
industrial countries has been from 
the industrial countries. The im¬ 
ports from developing countries and 
Eastern Trading areas have been only 
three per cent of the total imports. In 
other words, almost the entire import 
of engineering goods in the industrial 
countries has been from among 
themselves. 

The developing countries imported 
$ 15.60 billion worth of engineering 
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Tabk*b I 

SHIFT IN COMPOSITION FOR INDIA’S EXPORT OF ENGINEERING GOODS 

J964-65_ _1969-70 " 

Value Pcrccn- Value Percen- 

(Rs in tage to (Rs in tageto 

crores) total crores) total 
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goods during 1968 (1969 figures are not 
available). Contrary to the import pat¬ 
tern found in the industrial countries, 
only 2,8 percent (;43 billion $) im¬ 
ports were from the developing court 
ties. As much as 88 per cent of their 
imports were from the industrial count¬ 
ries and the rest from the eastern trad¬ 
ing areas. Needless to say that there is a 
strong case for not only increasing the 
share of exports from developing count¬ 
ries to the industrial areas and Eastern 
Trading areas, but also increasing their 
exports to other developing countries. 

Completion of Trade 

According to a study made by the 
GATT some time back, the relative per¬ 
centages of the product groups ex¬ 
ported were as under: 

Product group Percentage 


Industrial and agricultural 


machinery 

38.5 

Research intensive equipment 

20.7 

Passenger cars and parts 

19.8 

Consumer durables 

9.7 

(other than passenger cars) 
Heavy transport equipment 

3.7 

Miscellaneous manufac¬ 

tures of metal 

7.6 


100.0 


The above six broad classes covered 

the following categories of engineering 

products. 

I. Industrial and Agricultural Machinery 

1. Steam boilers and engines. 

2. Internal combustion engines 
(other than aircraft). 

3. Miscellaneous engines (other than 
aircraft). 

4. Electric power machinery. 

5. Switchgear and other apparatus for 
electrical circuits. 

6. Equipment for distributing electri¬ 
city. 

7. Agricultural tractors. 

8. Other agricultural machinery. 

9. Machine tools working metals. 

10. Other powered tools. 

II. Metal working machinery. 

12. Textile machinery. 

13. Paper and pulp mill machinery. 

14. Printing and book binding machi¬ 
nery. 

15. Food-processing machinery (ex¬ 
cluding domestic). 

16. Construction, mining and mineral 
processing machinery. 

17. Heating and cooling equipment. 

18. Pumjps and centrifuges. 

19. Mechanical handling equipment. 

20. Packaging and weighing machi¬ 
nery. 


Total Engineering Exports: 

A. Industrial and Agricultural 
Machinery 

(1) Internal combustion engines 

(2) Electric motors, transformers, 
sweitchgears etc. 

(3) Electrical apparatus and acces¬ 
sories 

(4) Equipment for disbrihuting 
electricity— 

(i) Wires and cables 
(ii) Transmission line towers 

(5) Agricultural tractors, imple¬ 
ments etc. 

(6) Machine tools 

(7) Cutting tools and hand tools 
etc. 

(8) Jute, textile & knitting ma¬ 
chinery 

(9) Food processing machinery 

(10) Sugar mill machinery 

(11) Pumps and centrifuges 

(12) \Heating and cooling equipment 

(13) Hoisting and lifting machinery 

(14) Structural fabrication and me¬ 
chanical handling equipment 

(15) Bali and roller bearings 

(16) Excavators 

B. Research Intensive Equipment 

(1) Office machinery—data pro- 

ceessing 

(2) Telephonic and telegraphic 
equipment 

(3) Electronic components (includ¬ 
ing gramophone records) 

(4) Scientific instrument 


C. Consumer Durables 

(1) Sewing mac hines 

(2) Batteries and accumulators 

(3) Electric fans 

(4) Bicycles & parts 

(5) Electric lamps 

(6) Typewriters 


D. Automobiles and Parts 

E. Heavy Transport Equipment 

(1) Railway vehicles—wagons and 
coaches 

(2) Track and signalling materials 

(3) Fasteners 


F. Miscellaneous Manufactures of Fer¬ 
rous and Non-Ferrous Metals 


26*47 

100 

106.37 

100 

0.65 


i , 

2.57 


0.09 


2,49 


0.43 


0.98 


0.93 

0.54 


11.21 

2.95 


0.09 

0.26 


0.60 

2.95 


0.39 


2.67 


0.77 

0.52 

0.12 

0.26 

0.06 


7.00 

0.69 

0.30 

0.43 

0.79 

0.64 


0.11 


1.90 

0.12 

0.65 


5.22 

19 

38.94 

3iT 



1.943 


0.12 


0.99 


0.48 

0.03 


2.1J 
0.45 


0.63 

_ ~3 

5751. 

5 


0.74 0.86 
0.74 1.76 
1.55 2.15 
1.25 4.66 
0.15 0.51 
0.07 0.05 


" 4.50 

17 

9.99 

9 

1.73 

6 

14.31 

13 

0.06 


0.52 


0.88 


0.79 


0.09 


0.82 


1.03 

4 

2.13 

2 


13.36 51 35.49 33 


Note: Although the percentage for heavy transport equipment during 1969-70 
has come down to only two per cent, the fall was mainly because of the raw 
materials shortages. Today orders for about Rs 55 crores are in hand. 



340 


21- Spraying, vending and other ma¬ 
chinery. 

22. Ball and roller bearings. 

23. Non-electrical machinery and 
applicants n.o,s. 

II. Research Intensive Equipment 

t. Calculating and other office ma¬ 
chines fagpl. typewriters). 

2. TeleconxHpiication equipment 
(Cxcl. telovisoin and radio receiv¬ 
ers). 

3. Electronic components (including 
valves and tubes). 

4. Electro-medical and X-ray appa¬ 
ratus. 

5. Electrical measuring apparatus. 

6. Electrical machinery and appli¬ 
ances and parts n.o.s. 

7. Scientific and controlling instru¬ 
ments. 

8. Aircraft (including engines and 
parts). 

II. Consumer Durables (other than Pas¬ 
senger Cars) 

1 . Typwriters. 

2. Sewing machines. 

3. Television receivers. 

4. Radio receivers. 

5. Other household equipment. 

6. Batteries and accumulators. 

7. Electric lamps. 

8. Motorcycles and parts. 

9. Bicvcles and parts. 

10. Photographic and cinematogra¬ 
phic equipment. 

11, Watches and clocks. 

IV. Passenger Cars and Parts 

V. Heavy Transport Equipment 

1. Buses, lorries and trailers. 

2. Railway vehicles. 

3. Ships and boats. 

VI. Miscellaneous Manufactures of Me¬ 
tals 

The study referred to above has 
established that the future grow*h po¬ 
tential is in the field of industrial and 
agricultural machinery and research 
intensive equipment followed by trans¬ 
port equipment. 

Pattern, Composition and Directon of 
Exports from India. 

The export of engineering goods dur¬ 
ing the last ten years lias increased 
from Rs 12 crorcs io Rs 116 crores. An 
interesting feature of he^e exports has 
been that the grow h ra e in <>ur ex¬ 
ports also has followed iho pa* iem of 
world expon of engineering products. 
In other words, the producis covered 
under the heading ‘industrial and agri¬ 
cultural machinery* have contributed 
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the maximum, followed by transport 
equipment and research Intensive equip¬ 
ment. Although in terms of fiscal ex¬ 
ports, the research intensivee quipments 
have shown only a modest figure in 
terms of potential, they have shown a 
vaster scope for expansion. The only 
exception has been in the field of passen¬ 
ger cars but in the heavy transport 
equipment consisting of buses, lorries, 
trucks, railway vehicles and automobile 
components, the growth rate has been 
even faster than the world trend. An 
idea of the change which has taken 
place in the course of the last five years 
can be had from Table I (p. 841). 

So far as the direction of our export 
is concerned, although the countries 
in Asia are still the largest buyers of our 
engineering products, there has been a 
significant shift in our exports to de¬ 
veloped countries like west Europe, 
cast Europe and North America and 
to Africa which have been neglected in 
the past. Table 11 would give a 
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comparative picture during 1964-65 
and 1969-70. 

Target for the Fourth Plan 

The industry has tentatively fixed a 
target of Rs. 250 crores by 1973-74. 
The yearwise targets for the remain¬ 
ing three years of the Fourth Plan are 
as under 

1971- 72 Rs. 165 crores 

1972- 73 Rs. 210 „ 

1973- 74 Rs. 250 „ 

Engineering Goods Exports as Percen¬ 
tage to Total Exports 

The share of engineering goods in 
India’s total export has been gradually 
rising as could be seen from Table III. 

Impressive though the increase in 
the share of engineering goods has been 
to the national export, it has been so far 
very small as compared to other count- 


Table II 

SHIFT IN DIRECTION OF ENGINEERING GOODS EXPORT 


1964-65 1969-70 



Regions 

Value 
(Rs in 
lakhs) 

Percen¬ 
tage to 
total 

Value 
(Rs in 
lakhs) 

Percen¬ 
tage to 
total 

1. 

South-East Asia 

3,049.61 

41 

2,471.62 

23 

2. 

West Asia 

694.39 

26 

2,347.91 

22 

3. 

Africa 

439.92 

16 

2,947.84 

28 

4. 

East Europe 

89.11 

3.4 

1,066.77 

10 

5. 

West Europe 

194 69 

7 

913.46 

9 

6. 

North & Central America 

99,88 

3.7 

525.44 

5 

7. 

8. 

South America 

West Indies 

8.59) 

7.18J 

0.5 

48.951 
I3.85 J 

0.5 

9. 

Oceanic Islands 

31.80 

1.2 

70.33 

0.5 

10. 

Australasia 

32.22 

1.2 

230.47 

2 



2,647.39 

100.0 

10,636.64 

100.0 


Table III 

ENGINEERING GOODS EXPORTS AS PERCENTAGE TO TOTAL 

EXPORTS 


Year 

Total Export 
of India 

Export of Em 
products 

>g. Percentage 
of 

Engineering 
Export to 
total export 

Rs in crores 

Rs in crores 

1967-68 

1193 

41.47 

3 5 

1968-69 

1356 

84.97 

6 3 

1969-70 

1413 

106.37 

7 5 

1970-71 

1513 

116.59 

7 6 
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ries. particularly* developed countries. 
This could be seen from the table below. 


Exporting countries 

Share of 
Engineering 
Exports in 
Exports 
of all 
Products 

L 

United States 

44.9 

2 . 

W, Germany 

52.2 

3. 

United Kingdom 

47.3 

4. 

Japan 

46.1 

5. 

France 

33.2 

6 , 

Italy 

38.9 

7. 

Canada 

27.8 

8 . 

USSR 

25.2 

9. 

GDR 

55.8 

10 . 

Sweden 

41.4 

11 . 

Netherlands 

24.4 

12 . 

Switzerland 

51.0 

13. 

Czechoslovakia 

57.9 

14. 

BLEU 

23.1 

15. Poland 

40.8 

16. 

Denmark 

26.3 

17. 

Hungary 

37.9 

18. 

Austria 

27.6 

19. 

Norway 

24.9 

20 . 

Yugoslavia 

23.6 

21 . 

Rumania 

18.3 

22 . 

Finland 

15.1 

23. 

Spain 

16.2 

24. 

Australia 

6.3 

25. 

Hong Kong 

17.9 


The All-India export target for 1973- 
74 has been estimated at Rs 1900 
crores, If we are able to achieve a target 
of Rs 250 crores for engineering goods, 
even then our contribution will be only 
about 13 per cent of the total. 

Looked at from another angle also, 
our export as percentage of the national 
engineering goods production has so 
far been very modest. The total en¬ 
gineering goods production has been 
estimated at round Rs 2500 crores. The 
exports during 1970-71 were only less 
than five per cent of the total product¬ 
ion. If we look at the contribution of 
engineering industries to export in rela¬ 
tion to production in other countries, 
we find that the percentages vary from 
10 (USA) to 64 (Switzerland). While 
as a developing country with so much 
internal demand to be catered for, we 
cannot expect to achieve the high per¬ 
centage achieved by the developed 
countries, we can safely plan to achieve 
an average of 15 per cent of the total 
engineering goods production for ex¬ 
port, 

A detailed examination of the export 
by individual firms, would indicate 
that while more than 3000 firms are re¬ 
gistered^ with the Engineering Export 
Promotion Council, actual exporters 
(even with Rs 1000 export) are not more 
thhn 1200. More interesting is the fact 
that the top 100 exporters are contri 
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buting roughly 70 percent of the total 
export and the second hundred are 
contributing 10 per cent. Thus, 80 per 
cent of the export has been done bv 
roughly 200 units and the rest of 20 per¬ 
cent has been done by nearly 1000 units. 

In the course of the last two years, 
the government of India have intro¬ 
duced a policy of compulsory export in 
the case of a few selected industries 
and have offered certain inducement to 
units who contribute 10 percent of their 
production by treating them as priority 
industries, thereby assuring them utili¬ 
sation of the capacity to the fullest ex¬ 
tent and import of raw materials from 
preferred sources etc. Despite this stick 
and carrot policy, not many units have 
so far come forward to export. The 
picture on the canvas gets further dis¬ 
torted when we find that while some of 
the units are wholly export-oriented 
units and exporting 90 to 100 percent 
of their total production, others pro¬ 
ducing similar products are either 
marginally exporting or not exporting 
at all. 

If ill the units registered, decide to 
export amimmum of 10 percent of their 
total production, then not only the 
target of Rs 250 crores by 1973-74 would 
be achieved but would also pave the 
way for a much bigger leap during the 
remaining seven years of the decade. 

Earlier, we have estimated that the 
world export of engineering goods, 
based on a minimum growth rate of six 
per cent per annum, would be around 
£ 150 billion. Our contribution to the 
total world export has so far been less 
than 0.2 per cent. Even if we make an 
attempt to raise this percentage to one 
then our exports by 1980 should be more 
than Rs 1000 crores. If we plan to do 
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even Rs 1000 crores, then, at the current 
prices, we shall be contributing onlv 
0.8 percent to the total world export 
of engineering goods. Having regard 
to the past performance, one might ba 
tempted to look at this target as a 
flight of imagination Only. If, however, 
we look at this target in the context of 
what some of the industrialising count¬ 
ries have already achieved, the vast 
opportunity that the developing count¬ 
ries themselves offer for expansion of 
mutual trade, the opportunities which 
the developed countries have offered 
by liberalising import under the Ge¬ 
neralised System of Preference, then the 
target of Rs 1000 crores by 1980 should 
not be considered high. 

In the study of the GATT referred 
to above, export of engineering produces 
from ten industrialising countries in¬ 
cluding India during 1966 was as fol¬ 
lows : 

$ in million 


Engineering 

goods 

Country export 


1 . 

Poland 

584.3* 

2 , 

Yugoslavia 

341.0 

3. 

Spain 

229.2 

4. 

Romania 

211 .6 

5. 

Hong-Kong 

135.2 

6 . 

Taiwan 

49.5 

7. 

Brazil 

37.1 

8 . 

Mexico 

33.8 

9. 

India 

' 27.6 

10 . 

Argentina 

23,4 


’•'Excluding shipments valued at $231 
million the composition and destina¬ 
tion of which are not reported in 
published statistics. 

It will be noted that a country like 
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Poland, which is much smaller in size, 
exported engineering goqd< to the tunc 
of $815 million in 1966. Even if * 231 
million are excluded because the compo¬ 
sition and destination are not reported 
in the published statistics, the export r? 
terms of Indian rupees was more than 
Rs 435 crores. Yugoslavia exported 
more than Rs 250 crores worth of en¬ 
gineering goods in 1966. Even a small 
country like Taiwan, exported nearly 
Rs 40 crores worth of engineering 
goods in 1966. The annual growth rate 
of engineering goods export in Taiwan 
during the last three or four years has 
been more than 20 per cent. At this 
rate, the present level of engineering 
goods export from Taiwan is around 
Rs 100 crores. 

Target for 1980 

In the background of the trend in 
world export of engineering goods and 
♦he achievements of some other de¬ 
veloping countries, it should be well 
within the capacity, competence and 
ability of Indian engineering industry, 
to aim at a target of Rs 1000 crores by 
1980. The product groups have been 
divided into six major categories and 
it has been shown that the growth in 
India’s export of engineering goods in 
recent years has followed the pattern 
of growth in the world export of en¬ 
gineering goods in general. Assuring 
that the pattern of growth in future is 
the same as hitherto, then we can break 
up Rs 1000 crores target asgiven in 
Table IV. 

Assuming further that we shall 
achieve Rs 250 crores target by 1973-74, 
the annual targets thereafter could be 
as follows: 


value of exports increase, growth rate 
will come down. 

The export targets for all the com* 
moditics projected by the Planning 
Commission as under: 


1973-74 1900 crores 

1978-79 2650 crores 

1980-81 3020 crores 


We have earlier stated that the contri¬ 
bution of engineering goods to the total 
export, has been rising gradually dur¬ 
ing the last few years and is likely to be 
13 percent by 1973-74. By 1980-81, this 
percentage would go upto 33. In other 
words, the industry would be contribut¬ 
ing I/3rd of the total export. It is 
only then that we can claim to have 
sufficiently industrialised and exported 
manufactured products in line with 
other developed countries. The depen¬ 
dence on the export of primary products 
or agricultural based commodities will 
have by then considerably reduced. 

Achievement of export of Rs 1000 
cfores by the end of this decade will 
be a day of great significance. In terms 
of domestic value, the above figure 
would be approximately Rs 1250 to 
1400 crores assuming that the export 
prices will be 25 to 40 per cent lower 
than the domestic^prices. Since we have 
assumed that the country should try 
for an export of 15 per cent of the total 
engineering goods output, the domestic 
production will have to be of the order 
of approximately Rs 6500 to 7000 crores 
by 1980 as against the present produc¬ 


tion of Rs 2500 croras. If we can 
achieve this production target, then 
the gains to the country’s economy by 
way of production of a wide range of 
products, access to modern technology, 
improvement in design and engineering 
services, provision of infrastructual Faci¬ 
lities such as shipping, transport, bank¬ 
ing insurance, ports, and customs and 
employment opportunities in the manu¬ 
facturing and distribution sectorscould 
very well be imagined. A vast quantity 
and variety of components, spare parts 
and accessories will give employment 
to thousands and thousands of workers. 
Improvement in quality and economy 
of scale of production achieved through 
increased export, would help the indus¬ 
try to provide better services to the do¬ 
mestic consumers as well. 

The achievement of the target of this 
magnitude, however, is dependent on 
certain essential inputs. They are briefly 
indicated below. 

(a) there is a peaceful atmosphere in 
which the industry can plan with 
confidence; 

(b) the restrains on expansion, di¬ 
versification, imports of basic 
raw mat rials/stores etc. arecom- 
petelv removed for the expor¬ 
ting industries; 

(c) supply of steel is assured; and 

(d) immediate steps are taken for 
providing infratructural facili¬ 
ties to cope with the volume and 
nature of export that, would 
arise future 


Table IV 


Year 


Target for Engineer- TREND IN THE EXPORT OF ENGINEERING GOODS 

ing Exports 


Target Percentage 
of 


Share in 

Share in 

Proposed 
share in 

Rs 

(Rs in growth 


total 

total 

Engg. 

in 

crores) over 

Broad categories 

Engg. 

Engg. 

exports by 

crores 

previous 

>car 

exports 

(World) 

exports 

(India) 

1980 

(India) 



1974-75 

250 

25 

1975-76 

390 

24 

1976-77 

480 

23 

1977-78 

590 

23 

1978-79 

730 

22 

1979-80 

875 

20 

J 980-81 

1000 

17 


The overall annual growth rate dur¬ 
ing 1970-71 to 1973*74 has been en¬ 
visaged at 30 per cent. In the annual 
targets mentioned above, we have pro¬ 
posed a progressive reduction in the 
annual growth rale, because as the 


1. Industrial and agricultural 
machinery 

2. Research-intensive equipment 

3 . Consumer durables 

4. Automobiles and parts 

5. Heavy transport equipment 
*6. Miscellaneous manufactures of 

ferrous and non-ferrous metals 


38.5 

37 

40 

400 

20.7 

5 

5 

50 

9.7 

9 

10 

100 

19.8 

13 

15 

150 

3.7 

2 

10 

100 

7.6 

34 

20 

200 

100.00 

100.00 

100.00 

1000.00 


♦Contribution of this group has been high in India, because she has yet to 
achieve the degree of specialisation and selectivity as the developed countries. 
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We keep the nation moving 
on wheels 

The wheel started a lot of things rolling. For 
example, the railways which connect villages to 
cities, products to markets and one region to another 
Tata Steel rails, wheels and axles help to carry 
passengers and goods across this vast country 

Providing communications, steel is vita! to the 
nation's progress. Nothing else combines such 
strength, versatility and value for money. 

Which is why we spend a lot of time, effort and 
money on continuously improving what you get 
with the Tata stamp on it. 

Tata Steel helps to give momentum to the 
Indian economy. 


TATA STEEL 
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Not much attention has been paid by the people in this country to the spate of ordi¬ 
nances promulgated by the President during the past few days because of the im¬ 
pending danger of war between India and Pakistan. The take-over of coking coal 
mines and the Delhi Transport Undertaking by the government did evoke some 
protest though the ordinance on the changes in the structure of Visva-Bharati did 
not cause even a tipple in the troubled waters of this renowned university founded 
by Gurudcv Tagore. The ordinance relating to the amendment of the Industries 
(Development and Regulation) Act, 1951. has however far-reaching implications 
for a large number of factories which had to close dow n for a variety of reasons. 
This ordinance enables the government to assume charge of any sick or closed 
industrial unit which in its view has “possibilities o! running or re-starting" and 
which is essential lor the "production, supply or distribution of articles" needed by 
the public. 

The wording of the ordinance shows that the government's experience of na¬ 
tionalisation of sick cotton texiile mills has not been completely lost, on it. It 
has therefore couched it in language which enables it to take over a sick unit which 
offers opportunities for economic working or which needs to be run in public 
interest. The government would not however move to take over each 
and every sick or closed unit. Those factories which have deficient or obso¬ 
lete machinery and in the view of the government would not turn out to be effi¬ 
cient units even after increased investments, would be left out. This is a realistic 
approach and needs to be commended. But to take over a unit which is economi¬ 
cally viable but has not been able to function because of the intransigence of labour 
is unjust and undesirable In such a case, the government must move to bring 
about rapprochement between employers and employees and should assist in the 
maintenance of law and order. Many units in West Bengal in particular were 
closed down because of the difficult labour situation and the prevalence of 
lawlessness. In such cases, the government should provide support to the 
factories in restarting work and should use its authority in bringing about a 
change in the law and order situation. 

Lven those factories which the government ultimately deciders to take over 
will need the co-operation of workers for making them economically viable. These 
units will put to test the labour policy of the government. The demand of the 
workers for increased wages through increments in bonus and frings benefits will 
have to be met if they are to be contented partners in the revival of the closed or 
sick units. The central labour ministry has exhibited poor knowledge about the 
current economic trends in the country and has, advertently or inadvertently, en¬ 
couraged the labour unions to put forward fantastic demands for increases in emo¬ 
luments. The furore over enhanced bonus before DiwaJi this year is worth recall¬ 
ing here. The part played by Mr Khadilkar in this case was hardly conducive to 
the generation of harmony between employers and employees. 

To overcome the difficulty of having to pay increased wages to workers in the 
nationalised factories, the government has, without any sense of guilt, adopted 
double standards. The ordinance has given special powers to it to suspend the 
operation of the Industrial Employment (Standing Orders) Act, the Industrial Dis¬ 
putes Act and the Minimum Wages Act in the case of the units wherever it deems 
it necessary. It follows that the workers in the sick mills taken over by the govern¬ 
ment would not be entitled to the level of wages prevailing in other public sector 
undertakings. How far the government will succeed in winning over the co-ope¬ 
ration of the workers in these units remains to be seen. What is obvious is that 
this policy of double-talk and double-think by the government is not likely to 
yield the desired results because labour unions in these units are not likely to 
be tamed on the basis of vague promises. 

If the workers have been agitating for increased wages consequent upon the 
rise in prices, they are not to be blamed for it. # Neither does the blame lie with the 
industry which is interested in the smooth running of its machinery in order to ob¬ 
tain an adequate return on capital employed. It is the imprudent economic policy 
pursued by the government which is the root cause of the disenchantment between 
employers and employees. The prices in this country have continued to rise in the 
past one year in particular because the expansion in money supply has taken place 
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at a rate which is more than twice the 
rate of increase in the supply of goods 
and services. In su<jh a situation, 
prices cannot but rise. It is only when 
the government also makes a deter¬ 
mined effort to hold the price-line 
through adequate control over money 
supply that the labour situation can be ? 
kept under control. 

Even if labour gives full co-ope¬ 
ration in the running of sick mills, 
where are the managers to run these 


units? The public sector is already 
short of able and efficient managers. 
The fate of the sick units taken over 
by the government is likely to hinge 
upon the availability of men of calibre 
and competence. It is quite possible 
that the government would take up 
the challenge of administering the 
sick units rather carefully and sparingly 
and the number of units which would 
ultimately come under its control 
would not be large. 


of R.} 158 crores or roughly two million 
tonnes. 

After March, there has been further 
heavy expansion of credit and the maxi¬ 
mum point was touched in July with 
the total at Rs 430.4 crores. By Sep- 
tember-end there was a decline to JLs 
375.2 crores indicating that in a six- 
month period there were bigger addi¬ 
tions to stocks. Indigenously procured 
foodgrains could have been easily five 
million tonnes which would suggest 
that imported grains have helped to 
build these stocks by 3.5 million tonnes. 


Banks and Buffer Stocks 


Tm imtaii s relating to the expansion 
of credit by the scheduled commercial 
banks for procurement of food grains 
by the Food Corporation of India, 
states and other agencies, released by 
t he Reserve Ban k of India, give an i ndi- 
eauon of the magnitude of the ope¬ 
ration. They also give rise to many 
questions for which satisfactory answers 
have to be found. So long as the pro¬ 
curement operations meant only pur¬ 
chases of foodgrains at harvest time 
and the stocks were released during 
lean months, there were no net addi¬ 
tions to stocks and the funds pro¬ 
vided were in the nature of temporary 
advances. This situation prevailed 
till the end of March, 1970 when aggre¬ 
gate advances under this head were only 
Rs 56.4 crores against Rs 45.3 crores 
m March 1966. 

The position, however, has changed 
vastly, since March 31, 1970 and it has 
now to be decided what exactly should 
be the utility of procurement credit 
and whether bank finance should be 
used for buffer stock operations. The 
bumper harvests in 1969-70 and 1970- 
71 have obviously been helpful in the 
creation of larger net surpluses and it 
has been possible to achieve the ob¬ 
jective of building up buffer stocks not 
only out of grain imported under the 
PL 480 agreement but also purch¬ 
ases out of bumper harvests of the last 
two seasons. This will lx? evident from 
the fact that buffer stocks were over 8.5 
million tonnes by the middle of this 
year. Allowing for fluctuation in 
stocks of about two million tonnes as 
a result or sales of foodgrains during 
the lean months, net buffer stocks were 
probably of the order of 6.5 million 
tonnes which is H million tonnes more 
than the target of five million tonnes. 
Jtwas despaired at one stage whether 
this target would be achieved even by 
the end of the current Plan period. 

It is not known, however, what 
exactly is the composition of buffer 
stocks and how the comfortable total 
of 8.5 million tonnes has been achiev¬ 
ed. Judging by the contraction in 
credit under this head in August- 


Septembcr this year, the outgo could 
not have been more than one million 
tonnes, indicating that net stocks at the 
end of September last were even 7.5 
million tonnes. 

It will probably be helpful at this 
stage to analyse the trends in procure¬ 
ment credit extended by the scheduled 
banks between March 1970 and Sep¬ 
tember 1971 with a view to finding out 
what has been the magnitude of pro¬ 
curement operations and whether in 
the future these operations should be 
continued in the present form. Also, 
it has to be determined whether there 
should be support operations instead 
of procurement operations on an un¬ 
restricted basis. At the end of March. 
1970 procurement credit amounted to 
Rs 56.4 crores. It rose to a maximum 
point of Rs 206.7 crores in June 1970 
and thereafter declined to Rs 164.9 
crores by September 1970. By March end 
this year there was a rise to Rs 214.4 
crores indicating there were net addi¬ 
tion to procured stocks to the extent 


In the absence of any details regard¬ 
ing imports in the past year and more, 
it is difficult to say how much of food- 
grains has been sold for cash and prefe¬ 
rence has been shown for building up 
stocks of procured foodgrains and use 
bank credit for the purpose. There 
has no doubt been some staggering of 
imports. But even assuming there were 
sizable imports, net additions to buffer 
stocks should have been made out of 
procured foodgrains. 

It has, therefore, to be decided what 
should be the future strategy, whether 
there should be a complete suspension 
of imports and also whether 1 here should 
be procurement in unlimited quantities. 
There will have to be dear thinking as a 
difficult situationmay arise if the official 
estimates of an output of 112-113 mil¬ 
lion tonnes of foodgrains turn out 
to be correct. As it has been stated 
that the output in 1970-71 would have 
been even 108 million tonnes, the ex¬ 
cess of about four million tonnes may 
not be easily absorbed even allowing 
for extra consumption of one million 
tonnes annually on account of re- 
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In any policy of the post-war transition 
period which aims at bringing about an orderly 
stepping down of our inflationary price level, 
the height at which the prices of agricultural 
commodities are to be stabilized will be a deter¬ 
mining consideration. Speaking recently in the 
Legislative Assembly on the food situation Dr 
Rajendra Prasad Food Minister, expressed 
the Government's opposition to an increase in 
the prices of food-grains and denied that any 
case had been made out for it. And this has 
been followed up by a Press Note, which states 
that the existing statutory or ceiling prices will 
continue for another twelve months. The Minis¬ 
ter for Food also promised early consideration 
by the Government of the Report of the Sub¬ 
committee on Agricultural Prices. All this i$ 
good, so far as it goes* especially the decision 
not to raise food prices, since any other deci¬ 
sion would only be a further impetus to infla¬ 


tion. But surely it does not go far enough. 
At least for another year and possibly for a 
longer period. Government do not contemplate 
any reduction in food prices which is so essen¬ 
tial to a decline in the general price level. The 
difficulties of the Government are real and for¬ 
midable. No price reduction in one sector is 
possible without similar reductions in other 
sectors. And, an all-round reduction in prices 
and costs, however desirable on grounds of 
equilibrium with the external prices, is not easy 
to achieve in face of the social resistances and 
the economic scarcities such as are encountered 
today. Even if Government would, it could 
not readily choose a level for the general prices 
to the attainment of which action should be 
directed, without feeling uncertain that that 
level might prove untenable at a later stage m 
the light of home and foreign circumstances as 
they develop then. 
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fugecs from East Bengal. There is what extent buffer »tocks should be 

a feeing that the carry-overs from the raised, 

last two seasons have been increasing 

and \rith the re-stocking by the trade, The safe limit has probably been 
the marketable surplus may increase reached and important decisions re- 

morc than in proportion to the in- garding the discontinuance of proeurc- 

crease in output. In that event, it may meat purchases and the introduction of 

become necessary to effect purchases on support operations at the appropriate 

an unprecedented scale and there may stage will have to be taken. Clearly, 

be net additions to stocks by even three during the period of transition there 

million tonnes resulting in aggregate has to be limited procurement for 

advances rising to Rs 60() crores or meeting obligations in the statutorily 

about 12 per cent of all scheduled bank rationed areas and for meeting subsi- 

credit at that point of time dised commitment, as in Tamil Nadu. 

But after procurement purchases had 
While the expansion of credit of this been completed, there should be only 

order may not immediately create any support operations. It is obviously un¬ 
problem for the banking system and it practical to expect m the present con- 

may not be necessary to utilise fully text that budgetary resources could he 

the refinance facilities provided by the found by the centre for buffer stock 

Reserve Bank, because of a sluggish purchases when it is compelled to in¬ 
growth in advances in other directions, dalge in large-scale deficit financing 

unrestricted procurement credit even for meeting heavy expenditure on main- 

out of owned resources of the banking taining refugees and on military 

systm may have inflationary cause- preparedness. Bank credit can be pre- 

quenccs if there were no subsequent ferred to deficit financing if the lending 

sales and there were net additions to institutions do not make use of the 

buffer stocks oxer a period. This was refinance facilities offered by the central 

probably the reason why Mr S. Jaganna- banking institution. But continuous 

than. Governor of the Reserve Bank, additions to buffer stocks have their 

observed in Madras recently that the inflationary and distorting effects as 

Food Corporation and other agencies witnessed in Japan. There should be 

should also find the requited resources therefore, proper crop planning and 

by effecting sales through procurement intelligent changes in proeurment 

operations. In other words, the operations in the light of devclop- 

question arises how net additions to merits in the current agricultural 

buffer stocks should be financed and to season. 

GSP and Export Opportunities 

The government of the Federal Repub- Ministry of Foreign Trade to under¬ 
lie of Germany recently issued promi- take a campaign through the daily and 

nent advertisements in Indian news- periodical press to publicise effectively 

papers, drawing the attention of our what the GSP means to India's export 

businessmen to the new opportunities trade, 
that are now available for trading 

with the European Common Market That the European Economic Com- 
under the Generalised System of Prefer- munity would introduce the GSP from 

ences (GSP). The advertisements said July 1, this year (and that the other 

that the introduction of the GSP would countries would follow suit in due 

generate additional trade worth at least course) was known for a long time. But 

one billion dollars in the countries New Delhi did not seem to have done 

of the European Common Market and timely and adequate preparations to 

India would stand to gain from this enable our businessmen to take full 

expansion. It highlighted the fact that advantage of the facilities under the 

India would have duty-free access to GSP. The Ministry of Foreign Trade 

this new market for the export of indus- and the other economic ministries 

trial goods and would get preferential should have discussed in depth the sig- 

tariffs for certain agricultural products. nificance of the GSP and taken appro¬ 

priate measures to increase the avail¬ 


ability of export surpluses and to make 
them competitive. 

But export policies continue to he 
vague and vacillating and the procedur¬ 
es cumbersome and costly as ever be¬ 
fore. For example, exporters have been 
complaining that it takes several months 
and even years to get the refund of the 
duties paid by them on the import of 
materials and machinery used for ex¬ 
port. About Rs 21 crores by wax of re¬ 
fund of drawback duties are said to 
have been held up for the last 23 years 
from the engineering industries. Simi¬ 
lar amounts in the case of other indus¬ 
tries must also be substantial. When the 
import duties arc revised, the announce¬ 
ment of the new rates of drawback is 
delayed for several months, which 
create financial hardship and uncertain¬ 
ty among exporters. 

Shortage of raw materials has been 
a major handicap for most export 
industries. New Delhi s short-term re¬ 
medy for this problem is to arrange im¬ 
ports. But this policy itself is creating 
new difficulties for the export indus¬ 
tries. Since the raw materials are gene¬ 
rally imported through the public sec¬ 
tor agencies, industries complain that 
they are unable to obtain the supplies 
strictly in accordance with the specifi¬ 
cations. The import prices arc not al¬ 
ways competitive and the delivery is 
often delayed. The government seems 
to think that since it has decided to im¬ 
port steel worth Rs 200 cforcs in 1971- 
72, the engineering industries can rest 
assured of regular and adequate sup¬ 
plies. But these industries have express¬ 
ed doubts about the import policy be¬ 
ing so implemented as to arrange for 
the prompt availability of the types 
of steel required by them. The target 
for the export of engineering goods lias 
been fixed at Rs 165 crores in 1971-72, 
Rs 210 crores in 1972-73 and Rs 250 
crores in 1973-74. But the steel avail¬ 
able for the engineering industries in 
the past few months has been far 
short of the requirement. The table be¬ 
low shows the tonnage of steel requir¬ 
ed by the engineering industries and the 
allocation made by the Steel Priority 
Committee. 

The Engineering Export Promotion 
Council says that the allocations made 
by the Steel Priority Committee work 
out to only 12 to 15 per cent of the 
sponsored quantity and that the gap 


While Bonn is thus widely publicising 
the new opportunities available for 
Indian exporters* New Delhi seems to 
have done little to make our business¬ 
men aware of the implications of the 
GSP. It is true that the Indian Institute 
of Foreign Trade and the Federation of 
Indian Export Organisations have made 
some assessment of the advantages ac¬ 
cruing to India from the GSP. But 
one would have expected the union 


STEEL REQUIREMENT AND ALLOCATION TO ENGINEERING INDUSTRY 


Period 

Tonnage reported 

SPC Allocation 

October—December, 1970 

34,590 M/T 

7,990 M/T 

January—March, 1971 

73,398 M/T 

7,685 /MT 

April—-June, 1971 

71,634 M/T 

9.892 M/T 

July—September, 1971 

73,819 M/T 

10,942 /MT 
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between the estimated demand and sup¬ 
ply to the exporting sector (3,84,000 
metric tons) is far too big to make for¬ 
ward planning possible. 

The other non-traditiomil exporters 
have also similar problems in regat I 
to the availability of raw materials. For 
example, the exporters of chemicals and 
allied products are not certain about the 
regular and sufficient supplies of tita¬ 
nium dioxide, zinc oxide, tin plates for 
fabricating containers, carbon black, 
and soda ash. Our marine products 
have a large demand in many parts of 
Europe and America but their exports 
are handicapped by the scarce supplies 
of frog legs, lobster tails, prawns, and 
shrimps as well as suitable trawlers and 
fishing boats. The exporters of other 
items also are unable to plan with con¬ 
fidence for one reason or the other, all 
of which shows that the government of 
India has not fully realised the implica¬ 
tions of the GSP for boosting our ex¬ 
ports. 

Apart from raw materials shortage, 
there are other hurdles to larger exports, 
like the restrictions imposed by the 
licensing policy on the larger business 
houses, excessive shipping freight, lack 
of regular sailings to certain countries, 
and the difficulty in getting packing cre¬ 
dit from the banks. The government of 
India may not be able to do much in res¬ 
pect of some of these problems like the 
high shipping freight but there are 
others on which it should act promptly. 
For example, the larger business houses 
should be permitted to expand, diver¬ 
sify and collaborate with foreign com¬ 
panies without imposing unreasonable 
restrictions in regard to exports. The 
report of the Abs delegation from West 
Germany which visited India last year 
also referred to the reluctance of foreign 
investors to enter into collaboration 
agreements which involved an obliga¬ 
tion to export. 

The developments in Bangia Dcsh 
have given a boost to the export of our 
jute goods. But the government of India 
should provide some positive incentives 
to help our jute industry to recover its 
lost markets and stabilise its position. 
The industry has complained that the go¬ 
vernment has been giving it little assis¬ 
tance to undertake effective publicity 
in foreign markets for its non-tradi‘- 
tional products like carpet backing and 
decorative fabrics. The Indian Jute 
Mills Association has closed down its 
offices in London and Brussels because 
of inadequate financial support from 
New Delhi: and even its office in New 
York is unable to function in a dynamic 
way. The government docs not seem to 
realise that half-hearted publicity is a 
waste of money. On the other hand, 
publicity conducted imaginatively and 
intensively can greatly help to increase 


the popularity of jute manufactures. 
A good deal of the capacity created for 
the production of jute specialities in 
West Bengal remains unutilised because 
of the lack of foreign demand for them. 
The jute industry has reiterated its 
request for a separate export promotion 
council which will enable it to obtain 
larger assistance from the Marketing 
Development Fund and intensify its 
export activities. Whether the govern¬ 
ment agrees to this proposal or not, 
it should see to it that the present oppor¬ 
tunity is fully used to strengthen the 
competitive capacity of our jute indus¬ 
try. The cotton textile industry also 
needs to be given the necessary facili¬ 
ties to expedite its modernisation pro¬ 
gramme and to secure sufficient supplies 
of raw cotton at fair prices. 

India's total exports in the first four 
months of 1971-72 are estimated to 
have increased by 24.6 per cent com- 


Widening 

The aspiration of our engineering in¬ 
dustry to raise the exports of its pro¬ 
ducts to Rs 1,000 crores per annum by 
1980-81 ostensibly may look over¬ 
pitched. But if the background paper 
circulated at a conference organised in 
New Delhi on October 22, by the En¬ 
gineering Association of India, is any 
guide, the task is by no means beyond 
accomplishment. Our engineering 
goods exports went up from a bare Rs 
12 crores to Rs 1J7 crores during the 
last one decade. They are expected to 
rise to Rs 175 crores this year and to 
as much as Rs 250 crores by the end of 
the current Plan period—two years 
hence. The rate of growth between 
1970-71 and 1973-74, thus, would be 
approximately 30 per cent per annum. 
With the widening of the base, it may 
not be possible to maintain such 
a high rate of growth thereafter. But 
even if it tends to decelerate from 25 
per cent in 1974-75 to 24 per cent in 
1975-76, 23 per cent in 1976-77 and 
1977-78, 22 per cent in 1978-79, 20 
per cent in 1979-80 and 17 per cent in 
1980-81, the industry feels that it would 
be able to raise its exports to Rs 1.000 
crores at the turn of the next decade, 
when the global trade in engineering 
goods, even on the basis of modest 
six per cent per annum increase, as 
against 13 per cent between 1966 and 
1969, would go up to nearly SI50 bil¬ 
lion. 

The industry has been encouraged 
to envisage the future growth of our 
engineering goods exports on the above 
lines apparently by the increasing ac¬ 
ceptability that our products are find¬ 
ing abroad not only in the developing 


pared with the same period of the pre¬ 
vious year, the figures being Rs 538.1 
crores compared with Rs 431.84 crores,. 
a rise of Rs 106.2 crores. This impres¬ 
sive increase has occurred mainly in 
jute goods, engineering products, handi¬ 
crafts and some other items. The de¬ 
tails are not available in terms of coun* 
tries and commodities. But in view of 
the slow rate of growth in our indus¬ 
trial production in the recent months, 
the severe shortage of many essential 
raw materials, and the rising trend in 
prices, we cannot afford to slacken our 
efforts at export promotion or play 
politics with our foreign trade. The 
GSP has given greater scope not only 
for India's exports but also for those of 
her competitors in many commodities. 
The government of India, therefore* 
should adopt a practical approach not 
merely to export and import problems 
but also to industrial licensing and 
other aspects of economic policy. 


Horizons 


countries but also in the highly advan¬ 
ced ones. An analysis of our approxi¬ 
mately Rs 106 crores exports of 
gineering products in 1969-70 reveals 
that 23 per cent of these went to south¬ 
east Asia, 22 per cent to west Asia, 2& 
per cent to Africa, 30 per cent to east 
Europe, nine per cent to west Europe 
and live per cent to north and central 
America. The corresponding percen¬ 
tages in 1964-65, when our exports in 
the line totalled Rs 26.47 crores, were 
41, 26, 16, 3.4, 7 and 3.7, respectively. 
We arc now selling to many countries- 
not only industrial and agricultural 
machinery and consumer durables but 
have also established a market abroad, 
though a modest one, for our research 
intensive equipment, automobile parts- 
and heavy transport equipment. A 
beginning lias as well been made in 
undertaking turnkey jobs in foreign 
countries. This is in tune with the de¬ 
velopment of engineering goods exports 
in the advanced nations. The process 
should get further fillip as a result of 
the launching of the generalised scheme 
of preference recently and the mounting 
labour costs in the advanced countries. 

The above should suggest that the 
aspiration of our engineering in¬ 
dustry is not at all misplaced; it has 
developed enough confidence and com¬ 
petence to undertake the job of push* 
ing the exports of its products to the 
level of Rs J,000 crores by 1980-81 
What is required is that all assistance 
should be provided to the industry to 
accomplish the task which obviously 
is of crucial importance in the interest 
of rapidly raising our export earnings, 
so that the goal of having a self sus- 
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taiaing economy is reached in another 
about 15 years. Incidentally, if the ex¬ 
ports of engineering goods are stepped 
up to Rs 1,000 crorcs by 1980-8 J, 
they will form about 33 per cent of the 
country’s total export earnings in that 
year which have been tentatively en¬ 
visaged by the Planning Commission 
around Rs 3,000 crorcs. 

The most important task which the 
union government has to undertake to 
make the above dream realisable obvi¬ 
ously is the ensuring of adequate raw 
material supplies. With the prospects 
of foreign aid non-too-bright and the 
stringency on the foreign exchange 
front likely to continue for a consider¬ 
able time to come, any large-scale im¬ 
ports of steel all these years apparently 
cannot be expected. We have to accele¬ 
rate the growth of domestic produc¬ 
tion, especially of the types of steel 
required for manufacturing exportable 
items. The country cannot afford to 
have a limping steel industry; the exist¬ 
ing steelworks have to be worked to 
their optimum capacities and the sett¬ 
ing up of the planned ones has to be 
expedited. 

The future exports of our engineering 
goods, in line with the global trend, 
obviously will have to be mostly in the 
fields of industrial plants and machinery, 
heavy transport, power station equip¬ 
ment and other electrical equipment, 
heavy structural, boilers, etc. As the 
Chairman of the Engineering Export 
Promotion Council, Mr Raunaq Singh, 
and the President of the Engineering 
Association of India, Mr Stya Paul* 
pointed out at the above conference, the 
exporters intending to enter into com¬ 
mitments for such heavy projects have 
to face hundred and one problems— 
concerning political stability, fluc¬ 
tuations in exchange rates, terms of 
creditj interest rates, stability in raw 
material prices, assurances about im¬ 
port licences, continuation of com¬ 
pensatory cash allowances, drawbacks 
on various taxes, etc. A suitable machi¬ 
nery for sorting out these difficulties 
needs to be set up expeditiously. The 
dialogue between the industry and 
government on all these issues will 
have to be a continuing r process; ad 
hoc considerations will not do. 

Equally important is the effective 
implementation of the various assis¬ 
tance schemes which arc already in 
operation or which may have to be de¬ 
signed in future. Complaints against 
expeditious reimbursement to exporters 
"Qi the benefits they are entitled to un¬ 
der these schemes are not wanting. 
Many a time the reimbursement is de¬ 
layed inordinately, driving the expor¬ 
ters to exasperation. The proper imple¬ 
mentation Of thb assistance schemes. 


thus, has to be immediately attended to. 

The Indian entrepreneurs joining 
hands with local interests abroad in 
establishing joint ventures there can 
help our engineering goods exports a 
great deal. Sometimes they may have to 
participate in the equity capitals of 
these ventures not only to the extent 
of the export value of the Indian equip¬ 
ment but also to a larger extent so as 
to facilitate import of some machinery 
from a third country Further, the inter¬ 
national purchase practices, which arc 
not unknown to our government, have 
to be followed, Some modifications in 
the policy for joint ventures abroad, 
thus, seem warranted. Unless we re¬ 
design our policies in this field on the 
pattern of the advanced nations, we 
will fail to make any substantial head¬ 
way. Agreements with foreign count¬ 
ries where there is good scope for sett- 
ing up joint ventures, for the avoidance 
of double taxation is as well desirable. 


So also the institution of a foreign in¬ 
vestment scheme for underwriting poli¬ 
tical risks. 

The export task visualised by our 
engineering industry further requires a 
rapid expansion of its production faci¬ 
lities. It is estimated that to sustain ex¬ 
ports worth Rs 1,000 crores, the aggre¬ 
gate output of the industry will have to 
be something of the order of Rs 7,000 
crores. Currently, we produce engineer¬ 
ing goods worth about Rs 2.500 crores 
annually. Undue constraints on the 
expansion of the present installed capa¬ 
cities or on the setting up of new capa¬ 
cities in certain lines have to be re¬ 
laxed. It will be a judicious policy to 
allow all the existing units, even if they 
belong to the large industrial houses, 
to expand to the internationally accep¬ 
ted economic si?cs so that they can 
successfully compete with similar units 
in the developed countries. 
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Progress of Banking in India 

S* C- SWIVASTA VA AND ABDUL MOBIN 


Thf 14 major commercial banks in 
India were nationalised in order to 
serve the credit needs of all productive 
sectors, especially those of small-scale 
industries and agriculture, exports, 
budding entrepreneurs and weaker 
sections of the society. Some banks, 
accordingly announced schemes to help 
small traders such as artisans, carpenters, 
electricians,, hair-dressers, laundries, 
shop decorators, etc., as well as pro¬ 
fessional groups such as doctors, law¬ 
yers, and teachers. These banks have 
introduced schemes to assist transport 
operators for purchase of vehicles and 
to promote export by assisting and 
guiding new entrepreneurs and keep¬ 
ing them in close touch at all stages 
of export business from production 
base at home to marketing potentia¬ 
lity abroad. They are now extending 
“educational loans" to enable brilliant 
students placed in straitened circum¬ 
stances to carry on studies in India 
and abroad. 

These various schemes are expected 
to add to the advances to the said sec¬ 
tions of the society and to the num¬ 
ber of persons deriving benefit of 
bank credit. These schemes imply that 
there will be sizable increase in deposits 
which in its turn depends on consider¬ 
able expansion of branches, particu¬ 
larly in those areas where there were 
no banks or the existing facilities were 
inadequate. The object of this article 
is to evaluate the progress made by the 
nationalised banks in these directions 
since nationalisation. 

Loans to Agriculture 

Between June 1969 and May 1971, 
which corresponds roughly to two years 
of nationalisation, credit (both direct 
and indirect) to farmers increased from 
Rs 188 crorcs to Rs 379 crores. 
There is an improvement in the 
rutio of loans extended to agricul¬ 
ture to total bank credit from 5.4 
per cent at the end of June 1969 to 
8.4 per cent at the end of May 1971, 
(Table 1). The finance to agriculture 
both direct and indirect at this rate 
should come to Rs 431.2 crores by the 
end of December 1971. 

No data on the extent of finance to 
small farmers have been released so 
far, The State Bank of India, however, 
has claimed that a sizable portion of 


its farm loans had gone to farmers with 
less than five acres of land. The na¬ 
tionalised banks had lent heavily, 
among others, to producers of cash 
crops such as sugarcane, who reside 
around the processing industry. 

Table I 

ADVANCES TO PRIORITY 
SECTORS 


(% to total credit at the end of) 

Sector 

June 

May 


1969 

1971 

Agriculture 

5.4 

8 4 

Small-scale industry 

8.3 

11.2 

Road transport opera- 



tors 

0.2 

1.0 

Retail trade & small 



business 

0.6 

1.9 

Professional <& self- 



employed persons 

— 

0.2 

Education 

— 

0.1 

Total 

14.5 

22.8 


The advances to small-scale in¬ 
dustrial units increased from Rs 276 
crores to Rs 394 crores representing 
an increase of Rs 5.3t> crores per 
month. The percentage of advances 
to small-scale industrial units to total 
advances increased from 8.3 to 11.2. 
Loans to small-scale industries at this 
rate are likely to go up to Rs 431.52 
crores by the end of December 1971. 

These two categories of priority ad¬ 
vances accounted for 19.6 per cent of 
the total bank advances in March 1971 
as against 13.7 per cent in June 1969. 

Advances to road transport operators 
increased from Rs6.7 crores to Rs 
37.09 crores, to retailers from Rs 
19.22 crores to Rs 74.45 crores, to 
professionals and self-employed per¬ 
sons from Rs 0.33 crores to Rs 7.6 
crores and to brilliant students from Rs 
0.44 crores to Rs 3.47 crores. during 
the period under review. The advances 
to these groups at this rate should go 
up to Rs 56.29 crores, Rs 118.85 crores, 
Rs 12.4 crores and Rs 5.51 crorcs, res¬ 
pectively at the end of December 1971. 

The total advances made by the State 
Bank, its subsidiaries and 14 major 


commercial banks to agriculture, small- 
scale industries and other neglected 
sectors of the society swelled from R$ 
490.69 crores to Rs 895,61 crores. As 
a proportion of aggregate advances 
of all public sector banks, advances to 
the hitherto neglected sectors increased 
from 14.5 per cent at the end of June 

1969 to 22.8 per cent at the end of May 
1971. 

The loan policies of banks have 
recorded change. Out of the total bank 
advances of Rs 4283.97 crores, secured 
advances outstanding as on October 

1970 accounted for Rs 3707.78 crores 
and clean advances Rs 576.19 crores. 
Although clean aduances fluctuated with 
busy and slack seasons, its overall per¬ 
centage in the total bank credit was 
satisfactory. 

The nature of security has also chan¬ 
ged. Total advances against food arti¬ 
cles, including foodgrains, sugar and 
gur and vegetable oils have increased. 
Sugar and gur were given higher 
advances as compared to foodgrains 
and vegetable oils. Advances against 
industrial raw materials including 
ground-nuts, oilseeds, cotton and kapas 
and raw jute had registered minor in¬ 
creases. 

Advances against other securities 
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such as tea, cotton textiles, jute tex¬ 
tiles, iron and steel and engineering 
products, chemicals, dyes paints and 
drugs, assets of industrial concerns 
and shares of joint stock companies 
have shown significant increases 
to Rs 3320.74 crorcs. The highest 
advances of Rs 668.% crores 
were given against iron and steel 
and engineering products. It was 
followed by cotton and textiles, assets 
of industrial concerns, and chemi¬ 
cals, dyes, paints, drugs, and phar¬ 
maceuticals which together received 
an advance of Rs 728.07 crores in 1970 
as against Rs 53.5 crores in 1967. 

The extent to which the new policy 
of diversification of bank credit can be 
carried out, largely depends on two 
considerations. First, the success of 
the public sector banks in mobilising 
additonal deposits, and secondly, the 
promptness with which the new clientele 
honours its obligations. 

Growth of Deposits 

The growth in bank deposits was 
not significant as compared to credit 
extended by the banks. During the 
period, June J968 to June 1971, aggre¬ 
gate deposit of all scheduled commercial 
banks increased from Rs 3969.1 crores 
to Rs 6189.9 crores showing a rise of 
56 per cent, whereas advances increased 
from Rs 3103 crores to Rs 4776 crores 
during the year ending May 1971. The 
credit-deposit ratio has declined by one 
per cent from 78.2 per cent in l%8 to 
77.2 per cent in June 1971 (Table 111). 
Commercial bank deposits as a pro¬ 
portion of national income have 
shown significant improvement from 
14.1 per cent in June 1969 to 18 per 
cent at the end of May 1971. This is, 
however, not at all impressive as com¬ 
pared to countries like Japan, the USA, 
and Canada where deposits as a pro¬ 


portion of national income are 84 per 
cent, 56 per cent, and 49 per cent, 
respectively. 


Taiul HI 

SELECTED DATA FOR SCHEDULED 
COMMERCIAL BANKS 


Item 

June 

1968 

June 

1971 

No. of offices 
Aggregate deposits 

7044 

11554 

(Rs crorcs) 

Deposits as % to na- 

3969,1 

6189.9 

tional income 

Total bank credit (Rs 

14,1 

18,0 

crores) 

Credit-deposit ratio 

3102.9 

4775.8 

{%> 

Investment in govern¬ 
ment and other ap- 

78.2 

77.2 

proved securities 
Investment-deposit 

1160.7 

1798.9 

ratio (°/„) 

Cash in hand and ha 
lance with Reserve 

29.2 

29. | 

Bank 

269.5 

393.5 

Cash-vJeposit ratio ( 

) 6.8 

6.4 

Source: The Economic 

limes , September 


4, 1971, page 4. 


The deposits per branch in banked 
areas were the highest in metropolitan 
centres and the lowest in rural centres. 
Still the deposit per branch in unban¬ 
ked centres is satisfactory; due to 
various reasons: Fjp4, these were the 
neglected and untouched areas for 
banking. Secondly, the banking habits 
are yet to develop in these areas. Third¬ 
ly, the percentage of literacy is low 
in these areas. 

A state-wise analysis of distribution 
ol branches of commercial banks and 
population per branch indicates that 


there is unevenness of banking facilities. 
Of the total deposits and credit at the 
end of March 1971, the three industrially 
advanced states together accounted 
for 49 per cent of the deposits and 58 
per cent of the credit i.e., Maharashtra 
accounted for increases of 29 and 30 
per cent, Bengal 14 and 18 per cent, 
Tamil Nadu 6 and 10 per cent respecti¬ 
vely, As compared to these, Uttar 
Pradesh received a total deposit and 
credit of 6 and 5 percent and Punjab 
4 and 7 percent, respectively. 

The investment-deposit ratio and 
cash-deposit ratio have not shown any 
improvement after nationalisation. In¬ 
vestment in government and other 
approved securities have increased from 
Rs 1160.7 crores m June l%8 to Rs 
1798.9 crores in June 1971. 

Branch Expansion 

About 3580 new' branches were open¬ 
ed betsveen June 1969 and May 1971 
(Table IV). The total number of bran¬ 
ches opened bv 14 nationalised banks 
w'ere 2555 in May 1971. Of the 
total bank offices, as many as 2366 
and 673 new oifices were opened in 
rural and semi-urban centres, while 
293 and 251 branches were opened in 
urban and metropolitan centres respec¬ 
tively. T he percentage of branches ope¬ 
ned in rural centres as percentage of net, 
addition stood at 67. After nationalisa¬ 
tion new branches have been opened at 
the rale of 150 per month, i.e., five new 
branches every day. The monthly 
average number of bank branches open¬ 
ed during the nine years prior to 
nationalisation was around 30 only. 

The population coverage per bank 
branch of the scheduled commercial 
banks improved from 65.000 to 46,000 
at the end of May 197 L T his is how¬ 
ever. still very high against 4,000 in 


Tahi i 11 

NATURE OF SECURITY FOR BANK LOANS 


Variations m (Rs crores) during: 



1968-69 

1969 

1969-70 

1970 


busy- 

slack 

busy 

slack 


season 

season 

season 

season 


(Oct. 25 

(April 

(Oct. 31 

(April 


to April 

25 to 

to April 

24to 


25) 

Oct. 31) 

24) 

Oct. 30) 

Food articles 

120.47 

—76.00 

83 49 

—109.90 

Industrial raw materials 

94.77 

—123.69 

93.94 

■ 83.93 

0;her securities 

122.96 

192.68 

291.55 

463.15 

Total secured advances 

338.20 

—7.01 

4<>8.98 

269.32 

Clean advances 

55.75 

25.20 

73.37 

19.03 

Total bank credit 

393.95 

18.19 

543 35 

288 35 


Out- Variations (in 

percentages) during: 

standing 

- ..- 

. - 

. . - 

as on 

1969 

1969-70 

1970 

Oct. 30 

slack 

busy 

slack 

1970 

season 

season 

season 

(Rs 

(April- 

(Oct. 

; April 

crorcs) 

25 to 

31 to 

24to 


Oct. 31) 

24) 

Oct' 30) 

251 87 

21.5 

30.7 

30.4 

135.17 

49.7 

75.1 

38.3 

3320.74 

8. 1 

1 1 .4 

16.2 

3707.78 

0 2 

15.8 

7.8 

576.19 

5.5 

15.4 

3.4 

4283.97 

0.5 

15.7 

7.2 


Source: Economic Survey, Government of India. 1970-71, Pp. 114-115. 
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Britain, 7000 in the USA, 15,000 in 
Japan and 11,000 in Iran, 

TABLE IV r 

BRANCH EXPANSION 


Hem 

June 

1969 

Mav 

1971 

Bank offices (No.) 

8262 

11845 

(i) Rural 

1832 

4196 

(ii) Semi-urban 

3322 

3995 

(in) Urban 

1447 

1740 

(iv) Metropolitan cen¬ 
tres 

1661 

1912 


1he trend of public sector banks in 
opening new branches seems to have 
leaned heavily in favour of developed 
states. For example, states like Maha¬ 
rashtra, Tamil Nadu, Uttar Pradesh, 
Mysore and Gujarat attracted more 
than 50 per cent of the total branches 
The number of bank branches, in re¬ 
lation to population is yet very low 
in states like Bihar, Onssa, Assam, 
Nagaland, Uttar Pradesh and Mysore 
and in union territories like Manipur 
and Tripura, llie union territories ol 
Delhi, and Goa, Daman, and Diu 
have received greater attention than 
any other centrally administered union 
territory. Even among the union terri¬ 
tories Delhi has attracted nearly 50 per 
cent of new branches 

Combined Results 

The combined working result of 
major scheduled commercial banks 
having deposits over Rs 20 crores re¬ 
vealed a gross income of Rs 471.90 
crores in the year 1970, showing an in¬ 
crease of 22.2 per cent over 1969 or 
an increase of Rs 386.30 crores (Table 
V), The relative rise in 1969 over 1968 
(Rs 343.88 crores) was 12.3 per cent. 
The nationalised banks have earned 
the highest gross income. Net profit 
at Rs 22.67 crores in 1970 rose by 29.8 
per cent over 1969 profits of Rs 17.47 
crores, while the increase in profits in 
1969 over 1968 was fi\e per cent only. 

The total expenditure at Rs 449.23 
crores in 1970. show* a rise of 2J .8 per 
cent over 1969 expenditure of Rs 368.91 
crores. The total expenditure in 1969 
over 1968 was higher by 12.7 per cent 
only. Although the total expenditure 
on interest on deposits and borrowings, 
salaries, allowances and other miscel¬ 
laneous expenses recorded a remarkable 
increase in almost every major commer¬ 
cial bank, the efleet of it vis-a-vis the 
income of the nationalised banks was 
marginally lower as compared to the 
State Bank group. Total expenditure 
expressed as a percentage of gross in¬ 
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come stood at 95 per cent in 1970 in the 
case of nationalised banks as compared 
to 95.9 per cent of the State Bank 
group. But compared to 95.6 per cent 
in 1968, this percentage ratio was lower 
in the case of nationalised banks and 
higher as compared to 94.2 per cent 
for the State Bank group. On the basis 
of this ratio, the performance of the rest 
of the scheduled commercial banks was 
also encouraging. 

The total working funds of scheduled 
commercial banks at Rs 7077.07 crores 
in 1970, was higher by 18 per cent over 
1969. In 1969, the rise was 16.5 per 
cent over 1968. The working funds of 
the nationalised banks at Rs 4027.90 
crores in 1970 was higher by J8.2 per 
cent over 1969 and in 1969 it was higher 
by 15. J percent over 1968. The corres¬ 
ponding rise in working funds of the 
State Bank group and the rest of the 
major scheduled commercial banks 
were 16.9 per cent and 20.2 per cent 
in 1970, as against 20.8 per cent and 
12.1 per cent in 1969, respectively. 

The ratio of net piufii lo gross in¬ 
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come of nationalised b£nk$ was five per 
cent in 1970 which showed a rise of 
1.1 per cent over 1969. In l969 f there 
was a decline of 0.5 per cent as com¬ 
pared to 1968. In case of State Bank 
group, the percentage had declined 
from 5.8 in 1968 to 5.4 in 1969 and 
again to 4.1 per cent in 1970. 

Notwithstanding various achieve¬ 
ments, the nationalised banks have 
touched only the fringe of the problem 
they had been assigned to solve. They 
have yet to become reliable ally of the 
most needy in the urban as well as in 
the rural areas. In respect of deposits, 
we are still nowhere near countries like 
Japan, the USA, and Canada. Another 
disappointing feature of banking in 
India is that the average population 
served by the commercial banks is yet 
very high as compared to developed 
countries like Britain, the USA, and 
Japan and even an under-developed 
economy like Iran. 

There still exists considerable dis¬ 
parity in banking facilities. The ten¬ 
dency of public sector banks in opening 


Tabu V 

WORKING RESULTS OF MAJOR SCHEDULED COMMERCIAL BANKS 
HAVING ASSETS OVER RS 20 CRORES 

(Rs crores) 



-— — . . 

- 

— 

— 

It cm/Year 

State 

Nation¬ 

Other 

Total 


Bank 

group 

alised 

banks 

major 

banks 


Gross Income x 

1968 

103.41 

194.42 

46.05 

343.88 

1969 

118.12 

217.58 

50.60 

386.30 

1970 

144.94 

266.65 

60.31 

471.90 

Total Expenditure 

1968 

97.39 

185.95 

43.89 

327.23 

1969 

111.75 

209,18 

47.98 

368.91 

1970 

139.01 

253.31 

56.91 

449.23 

Net Profits 

196S 

6.02 

8.47 

2.16 

t6.65 

1969 

6.37 

8.48 

2.62 

17.47 

1970 

5.93 

13.34 

3.40 

22.67 

Working Funds** 

1968 

1564.46 

2960.14 

623.99 

5148.59 

1969 

1890.12 

3407,98 

699.42 

5997.52 

1970 

2208.78 

4027.90 

840.39 

7077.07 


♦Total income in the profit <& less account. ♦"Balance-sheet total less 
contra items. 

Source: The Economic Times, September 4, 1971, page 4 



"November 12, 1971 


EASTERN ECONOMIST 


855 



Swar Brand 

Egyptian Combed 
Cotton Yarn and 
Staple Fibre Yarn. 



India Brand 

Best Egyptian Cotton 
Healds, Heald Piecing 
Yarn* Finest Polished 
Steel Wire Reeds, 

Brass Reeds, Striking 
Combs and Dobby 
Harness without rubber.Ji 


Agfi4«vaert cameras and photographic papers, 

THE NEW INDIA INDUSTRIES LIMITED 

Baroda & Bombay 

Stockists:. 

ft. Mehta & Co., Bombay, Ahmedabad, Calcutta, Coimbatore. Mehta Parikh & Co. Pvt. Ltd., Ahmed abad. Bombay. 
yv.H. Brady & Co. Ltd., Bombay, Madras, Calcutta. Hindustan Textile Stores, Bombay, for all-metal reeds only. 
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There 1$ a shortage of 82 million houses in India 


LIC is building homes - 
doing what is 
most needed today 


A growing population, a growing 
gap in housing. LIC has already 
invested over Rs. 300 crores in 
housing loans. 

Loans to State Governments 
have financed housing schemes 
all over the country, in cities, 
towns, industrial townships. 

Total loans granted to Housing 
Boards and Housing 
Co-operatives amount to 
Rs. 87.22 crores during recent 
years. The ‘Own Your Home* 
Scheme gives policy-holders 


an opportunity to build their 
own homes. 

A new venture by LIC is the 
Township started at Borivli, 
Bombay, which will provide 
for 4,000 flats. This is the first of , 
the model townships that HC 
plans to build and would be 
followed up at Bangalore, 
Lucknow, Hyderabad, Calcutta , 
and other places soon. 

LIC believes in providing 
essentials. And a decent home is 
amnne the most vital. 
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branches seem to have leaned heavily 
in favour of developed states. Conse¬ 
quently, the advances made by the 
nationalised banks have also suffered 
from regional disparity of banking 
facilities. 
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There has not been even a marginal 
impact on the pressure of unemploy¬ 
ment. Nor has there been any marked 
improvement in the lot of self-employed. 
The rickshaw-puller still remains out 
in the cold. 
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agricultural land, state legislatures have 
delegated *o Parliament the power to 
impose the duty on agricultural land 
also, A similar procedure could be 
adopted with respect to taxes on agri¬ 
cultural incomes by the adoption of a 
resolution hv state legislatures delegat¬ 
ing the power to Parliament to impose 
a lax on such incomes also. 

Commercial crops are usually move 
paying to the agriculturist and it should 
be possible to impose an additional tax 
on them. In Uttar Pradesh, the main 
commercial crops are oilseeds and 
sugarcane. The total area under them 
was about 12 million acres in 1962-63. 
1 propose that a surcharge or cess at 
a progressive rate of Rs 3 to Rs 6 per 
acre may be levied on them. The rate 
may be Rs 3 per acre in the case of 
acreage up to five acres. The tax on 
acreage exceeding live acres and up to 
10 acres may be Rs 4 per acre rising to 
Rs 5 per acre on acreage between 10 
and 20 acres and tu Rs ft per acre on 
acreage exceeding 20 acres. These 
measures would yield about four erorcs 
rupees per annum. It is not suggested 
that a betterment levy should be im¬ 
posed at this sMge because 1 have 
proposed enhancement of irrigation 
charges, imposition of a tax on com¬ 
mercial crops and surcharge on land 
revenue. Assessment of betterment levy 
may also cause some difficulties of 
valuation. My recommendation is to 
increase the tax burden on the agricul¬ 
tural sector and it is a question of ad¬ 
ministrative convenience* and political 
feasibility as to which taxes are chosen. 

Inelastic Tax 

Keeping in mind that most of the 
increase in the yield from land revenue 
is due to the abolition of intermediaries 
in land, it is apparent that land revenue 
has been relatively an inelastic tax. 
The slate governments have been hesi¬ 
tant in imposing additional tax burden 
on the agricultural/rtiral scctons on 
account of its adverse repercussion on 
the rural electorate, which wields the 
majority of votes in an agricultural 
country. Land revenue has no relation¬ 
ship to the productivity of land. The 
tax is inflexible with regard to price 
and income changes and is inequitable 
as between small and large land owners 
as it is levied at a flat ra e per acre. The 
additional tax effort made by the state 
governments during the first three 
Plans has been concentrated on taxes 
which fall mostly on the urban sector, 
particularly the sales tax. There has 
been practically no change in the 
rates of taxation on land,*- 

Further, assessment of land revenue 

•Except for some temporary surcharge in 
some states, such as in Uttar Pradesh that was 
imposed following Pakistan's aggression in 
September, 1965. 


Fiscal Resources of Uttar Pradesh 

R. N. 5HARGAVA 


Uttar Pradesh is one of the most 
backward states and has lost its relative 
importance during the planning era. 
Its per capita income in 1950-51—the 
last year of the pre-plan period—was 
five per cent higher at Rs 259.6 (at 
I 94 g .49 prices) as compared to the all- 
India average of Rs 247.5. While at the 
end of the second Plan the all-India 
per capita income (at 1960-61 prices) 
rose to Rs 310, the per capita income 
of Uttar Pradesh was Rs 245.9 
only which was 20 per cent lower 
than the all-India average. The p<r 
capita income of the state declined 
further to Rs 227.6 in 1966-67 as com¬ 
pared to the all-India per capita income 
of Rs 313.1 which means that the per 
capita income of the state was 27 per 
cent lower than the all-India average. 
It may also be pointed ou f that while 
national income on an average has 
increased by 5.8 per cent, the income 
of the state has grown at an annual, 
rate of 2.5 per cent only. Similarly 
the all-India per capita income on an 
average has increased by 2.1 per cent 
whereas it has increased by 0.7 per 
cent only in Uttar Pradesh. These data 
amply demonstrate that the develop¬ 
ment of the state has been very slow and 
there is need to accelerate it. 

Vital Role 

The fiscal resources of the state can 
play a vital rote in accelerating the rate 
of growth. It is unfortunate that neither 
the state itself has made necessary 
efforts to raise adequate resources nor 
has the centre given adequate assistance 
to the state. The inevitable result has 
been that the state has remained far 
behind the economic progress of the 
country as a whole. 

The problem of raising resources is 
acute as also difficult. Firstly, the Cons¬ 
titution has assigned elastic and produc¬ 
tive sources of tax revenue to the union 
government. Secondly, the direct taxes, 
such as thp income-tax and the corpora¬ 
tion tax, of the union government im¬ 
pinge on a very small percentage of the 
population who are politically not sig¬ 
nificant, whereas the direct taxes of the 
states such as land revenue and other 
agricultural taxes, affect a majority of 
the people who have a vital influence 
under the right of adult franchise. This 
is an important consideration for the 


sutc of Uliar Pradesh where agricul¬ 
ture is the dominant occupation of the 
people. The government hesitates n> 
impose additional taxeson agriculturists 
as it may have adverse political reactions 
under adub franchise. As such, the 
agriculturists arc kept outside the tax 
net as far as possible. Thirdly, the in¬ 
direct taxes of the union government, 
such as customs and excise duties, are 
camouflaged in the price. Thus the con¬ 
sumer does not realise their incidence 
directly and there is less resistance on 
his part whereas the indirect taxes of 
*he states, such as sales tax, are shown 
separately. Hence the consumer realis¬ 
es thfcir incidence directly and therefore 
offers greater political resistance. 

Agricultural Employment 

In Uttar Pradesh, agriculture prov ides 
employment to over 75 per cent of the 
stale's working population and contri¬ 
butes about 60 per cent of its total 
income. Accordingly, a major burden 
of development should fall on the agri¬ 
cultural sector. This is essential for 
two reasons: firstly, agriculture provides 
a major portion of the total income of 
the state and secondly, it has been the 
experience of the developed countries 
that resource mobilisation from agri¬ 
culture is both quick and easy for 
development purposes. Moreover, it 
is agriculture that provides food to the 
increasing population and raw materials 
for industries. 

in Uttar Pradesh, the only taxes 
which fall predominantly on the agri¬ 
cultural sector are land revenue, agri¬ 
cultural income-tax (replaced by large 
holdings tax) and cess and purchase 
tax on sugarcane. We could also think 
of the betterment levy an cess on com¬ 
mercial crops. As for the large hold¬ 
ings tax, or the agricultural income-tax, 
it is desirable to merge it with the union 
income tax though the entire proceeds 
therefrom could be assigned to the 
states. This will benefit the states as 
The income tax is a progressive tax and 
some of the agricultural income subject 
to it will be taxed at the marginal rates. 
Economically there is no justification 
for bifurcating the total income of an 
individual into two categories where 
the union government has a right to 
levy the tax on only one of these cate¬ 
gories. In the Case of estate duty on 
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h fixed in money tam$ and, therefore, 
its burden has now become a small 
proportion of the prc-World War II 
burden in real terms dye to rise in the 
prices of agricultural products and in¬ 
crease in productivity. On the other 
hand, the rates of other states taxes, 
such as, the sales tax, slate excise duties, 
entertainment tax, motor vehicles tax, 
etc. have been enhanced several times 
in the post-Independence period. Simi¬ 
larly, there has been an upward revi¬ 
sion in the rates of registration fees, 
stamp duties and court fees. In Uttar 
Pradesh, the incidence of the large 
holdings tax has been reduced on the 
agricultural sector. The yield from this 
<ax, which was substituted for the agri¬ 
cultural income tax, has declined in 
Uttar Pradesh from Rs 100 lakhs in 
1951-52 to Rs 27 lakhs in 1970-71 
(budget). It is true that the yield from 
land revenue in Uttar Pradesh has 
i net eased from 7.58 crorcs in 1951-52 
to Rs 16.11 crorcs in 1970-71 (budget). 
Hut this increase is due to the abolition 
of zamirulari and the yield includes 
the rent that was collected by the land¬ 
lord. Because of the direct relationship 
of the cultivator with the government he 
is really paying less than the total legal 
and illegal levies that he paid to the 
landlord. 

It is obvious that the agriculturist 
has considerably improved his relative 
position in the third Plan. During I96J- 
64 the index of agricultural wholesale 
prices increased by more than 50 per 
cent whereas the index of wholesale 
prices of industrial commodities 
increased by about 20 per cent. 

Taiill l 

INDICES OF WHOLESALE PRICES 
OF AGRICULTURAL AND INDUS¬ 
TRIAL COMMODITIES IN UTTAR 
PRADESH 

tI960-™100) 


1961 1962 1963 1964 

1. General 
index— 
agricultural 

products 97.7 102.1 110.0 148.6 

2. General 

index— 
indus'nai 
commoditi¬ 
es 96.8 99.8 104.I 116.0 


It is sometimes argued that in raising 
the land revenue rates the legal aspect 
has to be considered. It is suggested that 
when the Uttar Pradesh government 
conceded bhoomuhri rights to the culti¬ 
vators it agreed by implication not to 
increase the levy on land. There is 
nothing which prevents the imposition 


of a surcharge on land revenue or other 
forms of taxation, such as, levy on food 
and commercial crops. The surcharge 
on land revenue that I have suggest¬ 
ed could be treated as a fresh levy on 
food and commercial crops. No govern¬ 
ment can bind the hands of its succes¬ 
sors with respect to additional taxation. 
The position has considerably chang¬ 
ed since the grant of hhoamkhri rights 
and under the altered conditions any 
implied understanding, even if given, 
more than a decade ago ceased to 
have any meaning. It may, however, be 


emphasised that in respect of land re* 
venue, it is not possible due to political 
reasons for any single state government, 
particularly Uttar Pradesh where land 
revenue yields more than 20 per cent of 
the total all-ltidia yield from this tax, 
to enhance the tax. 

For example, Uttar Pradesh levied a 
surcharge of 25 per cent on land revenue 
in 1962-63, Madhya Pradesh and Bihar 
also proposed a surcharge on land 
revenue at the ra f e of 12J per cent. The 
Madhya Pradesh proposal had to be 
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dropped on account of sew re opposition 
to in the legislature and elsewhere in 
the state, Bihar followed suit and Uttar 
Pradesh was ultimately forced, by the 
example of its neighbours, to repeal 
the surcharge that it had levied. 
These examples prevented other states 
also from proposing similar measures. 
It is, therefore, necessary that a deci¬ 
sion with respect to increase in land 
revenue should be taken on an all- 
India basis. Accordingly it is desirable 
that the government of India should try 
to bring the states together so that they 
may act simultaneously to rationalise, 
and enhance the yield from the taxes on 
the agricultural sector. 

Land Revenue 

The average land revenue per acre in 
Uttar Pradesh is about Rs 4.50 to Rs 5 
per acre. It is proposed that there 
should be no enhancement of land 
revenue in the case of holdings up to 
2.5 acres.* ** To make the proposal of 
additional surcharge on land revenue 
politically more acceptable, the land 
revenue on these small holdings could 
be completely abolished as the total 
yield from holdings of this size is about 
11 per cent of the yield from land reve¬ 
nue in Uttar Pradesh, whereas the num¬ 
ber of households with less than 2.5 
acres holdings form about 60 per cent 
of the total households paying land 
revenue in the state- Holdings ovci 
2.5 acres, but not exceeding live acres, 
ituiv not be subject to any additional 
surcharge. This accounts for a lurthcr 
20 per cent of the households. Thus the 
recommendation to increase land icve¬ 
nue will receive the support ol SO per 
cent of the households ahected and 
would, therefore, be politically easier 
to carry out. Table II shows the 
rough estimates of the additional yield 
from the proposed progressive sur¬ 
charge on land revenue in Uttar Pra¬ 
desh, The advantage of a progressive 
scale of surcharge is that it will im¬ 
prove the equity of the tax by making 
it progressive. 

Further, the heaviest rales of addi¬ 
tional taxation will fall on a minority 
of households and will thus raise less 
political opposition. The rates of sur¬ 
charge in the table intend to show the 
order of the proposed change. There is 
no rigidity about them and some chang¬ 
es can be made in the proposed sur¬ 
charges, but the intention should be to 
raise an additional revenue of about 
Rs 65 crorcs during a five-year period.* * 


*For the concessions already given b> the 
government sec my book on “The Theory And 
Working of Union Finance in India”, (1971) 
p, 340. 

**ln addition to about Rs 20 crorcs from 
the surcharge on commercial crops. 
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It should also be possible *hat a part 
ot these surcharges are realised in 
kind from lands growing food crops. 
This will ease the food problem by 
increasing the marketable surpluses 
that will (all within the control of ihe 
government. 

A sliding scale for the proposed 
surcharge vvill encourage the sub¬ 
division of holdings, and therefor*, it 
will be necessary that at least for the 
next ten years these sub-divisions will 
not be recognised as far as the imposi¬ 
tion of the surcharge is concerned. 
TJic proposed additional taxes on the 
agricultural sector will certainly be 
resisted as during the last three Plans 
not even a small part of additional taxes 
of this order have been imposed on the 
agricultural sector and that has probab¬ 
ly made that sector feel that it cannot, 
and should not, be subject to addition¬ 
al taxes. 

T here is however no way out to 
this problem. Rapid development is 
only possible with additional resources 
raised in a non-milalionary manner. 
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and a reasonable proportion of them 
must come from the agricultural sector 
in a predominantly agricultural state. 
I huve not proposed an enhancement 
of the existing purchase tax on sugar 
cane as that will adversely affect the 
economy of the sugar industry, which is 
the most important industry in Uttar 
Pradesh. On account of the relative¬ 
ly lower yield of sugarcane and also 
the lower recovery of sucrose from the 
cane crushed, the Uttar Pradesh facto¬ 
ries are relatively less elficien11han those 
located in the south or inMaharashlra. 

The per capita yield of sales tax (Rs 
3.02) is almost the lowest in Uttar 
Pradesh- the only exception being 
Jammu and Kashmir, where the tax was 
imposed relatively late and has not 
been fully exploited. In Maharashtra, 
the per capita yield was Rs 14.27 in 
1965-66. Even in backward states like 
Orissa and Madhya Pradesh (where 
per capita income is lower than in 
Uttar Pradesh) the per capital yield, at 
4.55 and 5.73 respectively, was more 
than in lit tar Pradesh. Even w hen 


Taiuj II 

ADDITION A I, YIELD FROM SURCHARGE ON LAND REVENUE 




Number 

Area 

Land 

Proposed 

Addi- 

Size of operational 


of 

operated 

revenue 

surchafge 

lional 

holdings 


house- 

(million 

collections 


yield 



holds 

acres) 

in 





{Million) 


1965-66 







(budget) 







(Rs erores) 


(Rs erores) 

1. Up to 2.5 acres 


8.2 

5.7 

2.5 

Abolish 

- 3,5 






the tax 


2. Over 2.5 but not 

ex- 






cceding 5 acres 


2.8 

9.6 

4.3 



3. Over 5.0 but not 

ex- 






cecding 7.5 acres 


1 .3 

7.8 

3.5 

•10",, 

1.4 

4. Over 7.5 but not 

cx- 






ceeding 10 acres 


0.7 

6.0 

2.7 

75"., 

2.0 

5. Over 10 but not 

cx- 






ceeding 20 acres 


0.8 

10.7 

4.8 

100",, 

4.8 

6. Over 20 but not 

c\- 






ceeding 30 acres 


0 . 1 

3.7 

J .5 

150",, 

2.3 

7. Over 30 acres 


0.1 

5.5 * 

2.5 

200",, 

5.0 

Total 


14.0 

49.0 

21.8 


13.0 


or Rs 15.5 crorcs if 
land revenue on 
small holding is noi 
abolished. 
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allowance is made for the relatively 
lower per capita incomg of Uttar Pra¬ 
desh as compared to some of the rela¬ 
tively richer states, the per capita yield 
from sales tax is very low iri Uttar 
Pradesh. 

While it is necessary to tighten up 
Lhe administration to check evasion of 
the tax and realise arrears of revenue, 
there is a clear case for rationalising 
the sales tax in Uttar Pradesh, which 
should be accompanied with more effec- 
ti\e assessment. The rate oF tax on a 
number of commodities should be 
increased and its coverage widened 
so that the tax is imposed on commodi- 
ties-which arc now free of tax and the 
rate of tax is enhanced on those com¬ 
modities which are now taxed at a 
relatively low rate. This will necessitate 
a study of elasticities of demand and 
of production of the different commo¬ 
dities as also the pattern ofconsumption 
of the various income groups to make 
the tax equitable. There should be 
proper co-ordination with respect to 
tax rates, with neighbouring states, 
otherwise the tax will be avoided by 
diverting purchases to adjoining states 
where the rates of tax may be relatively 
lower. This will be particularly true of 
(he border areas of the st'Uc 

Interstate Co-operation 

The problem of inter-state co¬ 
operation will have to be tackled 
on an all-India basis to ensure that 
there is no substantial divergence in 
tax rates in the case of luxury and 
semi-luxury goods. Already there is 
an agreement between the states to 
levy the tax at a uniform rate of 10 
per cent or more on some luxury com¬ 
modities, but the list of commodities 
is very small and it should be possible 
to extend it. The aim in adopting the 
above measures should be to obtain an 
additional revenue of about Rs 20 
crores per annum so that the per capita 
yield of the tax may rise to about Rs 5. 
Even then the pet capita yield will reach 
the level of a relative!) undeveloped 
state like Rajasthan. 

I do not think it advisable that there 
he an increase in the rates of stateexcisc 
duties. The objective in levying these 
duties should be to raise maximum reve¬ 
nue consistent with the need to reduce 
the drink habit. It is true that heavy 
t axes raise t he prict s of liquor and other 
intoxicants and this discourage* their 
consumption. But very high prices 
encourage illiet distillation and also 
smuggling from neighbouring states 
where the tax rates may be lower. 
The other reason why enhancement of 
these duties has not been suggested is 
that the drinking habit is largely confin¬ 
ed to sclf-cmploved artisans and factory 
and other workers, which means that 


the fiscal burden of this tax is quite 
heavy on this class. To achieve fiscal 
equity it is necessary to wean these clas¬ 
ses from the drinking habit. Prohibi¬ 
tion is thus not on ly a measure of social 
reform but also an attempt to distribute 
more equitably the burden of taxation. 

However, legislation is no cure for 
a social problem, which should be 
solved by social measures including 
education and propaganda by the com¬ 
munity to which the addicts belong. 
Further, the revenue from these duties 
in Uttar Pradesh increased from Rs 
6.32 crores in 1951-52 to Rs 25.90 
crores in 1970-71 (budget) and if the 
rates of the duties are further increased 
there may be an enormous increase in 
illicit distillation which deprives the 
government of its legitimate revenue 
without reducing the consumption of 
liquor and other intoxicants. Prohibi¬ 
tion should not be enforced through 
legislation. Prohibition has failed and 
t here is a need for rethinking on this 
problem. 

Duty on Power 

■ No increase in electricity ra‘es in the 
state is suggested. Uttar Pradesh is 
industrially a relatively backward state. 
Enhancement of electricity duties will 
discourage the growth and development 
of existing and new industries, which 
will be attracted to states which are 
already more developed industrially. 
Further, enhanced duties may discou¬ 
rage the use of electricity for agricul¬ 
tural purposes. The Indian peasant is 
wedded to traditional methods and the 
need is to encourage him to use more 
and more electricity for production pur¬ 
poses, particularly For watering his 
fields. It may, however, be possible to 
realise some more revenue from this 
source by increasing the rate of tax on 
urban non-industrial consumers. This 
should be done by having a sliding 
scale so that the rate of duty increases 
as tfr number of electricity units con¬ 
sumed rises. This will ensure that the 
additional burden falls on the rela¬ 
tively well-to-do classes. However, the 
government should concentrate in im¬ 
proving the efficiency of electricity 
undertakings so that it may bo possible 
to reduce the cost and thereby increase 
their surpluses. 

In the case of irrigation charges, 
a is suggested that there should be an 
increase in the 'tariff' so that the revenue 
covers at least the working expenses 
and interest charges. It seems possible 
to have a dual ‘tariff’ sp far as irrigation 
charges are concerned. There should 
be an irrigation cess on the ‘comand 
area’, that is, on the entire land for 
which irrigation facilities are available 
irrespective of whether the cultivator 
takes water or not. This cess should 


nearly cover the maintenance and run¬ 
ning cost of the irigation projects. In 
addition, there should be a low ‘tariff*’ 
for the use of irrigation water. 

This dual ‘tariff’ will induce the cul¬ 
tivator to make greater use of water 
and to ensure better crop yields. At the 
same time, it will increase the revenues 
of the state government, as also the 
utilisation of the irrigation potential. 
This dual ‘tariff’ would be justifiable 
only if the government improves the 
working of irrigation projects, so that 
water in adequate quantity is available 
to the cultivator at the time he needs 
it. Otherwise, the dual ‘tariff’ would be 
unjust and would invite strong resis¬ 
tance from the cultivators. If adequate 
water at the proper time is available, 
the cultivator will use the water pro¬ 
vided it is to his advantage to do so. 
If he does not use it then either he 
does not get it in time or there is ab¬ 
sence of feeder canals or the adminis¬ 
trative arrangements are inefficient. It 
may also be due to the fact that he waits 
to use the water till the last moment 
and is, therefore, not able to take full 
advantage of irrigation facilities and 
this adversely affects agricultural pro¬ 
duction. A dual ‘tariff* will solve this 
problem as he will have to pay very 
low charge for the actunl use of water. 

Central Assistance 

The state should raise additional 
resources on the lines suggested above. 
Besides, the centre should be sympathe¬ 
tic towards this relatively backward 
state. The per capita central assistance 
to Uttar Pradesh in the past has been 
too inadequate and insufficient. The 
per capita central assistance to Uttar 
Pradesh was only Rs 14, Rs 18 and Rs 
47 during the first three Plans as com¬ 
pared with the per capita central 
assistance for all the states at Rs 25, 
Rs 27 and Rs 56, respectively. It is also 
unfortunate that total investment in 
Uttar Pradesh has been very inadequate 
as compared to the population living in 
Uttar Pradesh. While nearly 17 per 
cent of the country’s population resides 
in Uttar Pradesh only about eight per 
cent of the total national investment has 
been made in this state. Even during the 
fourth Plan, out of total proposed in¬ 
vestment of Rs 15,902 crores*. Uttar 
Pradesh has been provided with Rs965 
crores for investment which is only six 
per cent of the total investment for the 
whole country. This is not a happy 
situation. Let us hope that the state will 
make earnest efforts to raise adequate 
resources and the centre will also change 
its attitude towards the state . This is 
essential because the strength of a fede¬ 
ration lies in its weakest links. 


* Excluding investment tn private sector., 
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The exporter’s friend 

SENA BANK 

can help you 
to develop and expand 
your exports. 


I Count on OENA BANK to make credit 
I available to you promptly for 
I export of mill machinery, electrical 

• equipment and other capital and 

I engineering goods on cash basis or 
| deferred payment terms. 

> With correspondents at all important 

• financial centres, our Foreign Depart* 

I ment is fully equipped to handle 

| Letters of Credit.Export Bills,Foreign 
I Remittances and also to help you 
j with market information and advice 
J on trade procedures. 


DENA BANK 

Office 1 D^vkara* Nanjee Buildings, 
• 7. Horniman Circle. Fort, Bombay-!. 


"ATAN BATra 


oe/E/an 


In DELHI our Brandies at : 

Connaught Circus * Chandnl Chowk * Subzi Mandi 
* Najafgarh Road * Karol Bagh * Darya Ganj * G. B. Road 
We also have Branches at Cbhatarpnr * Okbla. 





862 


EASTERN ECONOMIST 


November 12,1971 


ALUMINIUM 

CAN MAKE YOUR 
HOME LOVELIER 
AND LIVELIER 


Sleek, elegant, light, bright, strong, durable, rust-proof, 
hygienic . . one could go on listing the virtues of the wonder 
metal, ALUMINIUM. Every modern home uses versatile 
aluminium furniture, fixtures, utensils and appliances. 

Join the modern trend—use aluminium in your home too. 
Make sure that your furniture is made of Hindalco 
Aluminium. Hindalco does not make these finished goods 
but it supplies the much-needed aluminium (in primary fir 
Semi-fabricated forms) for their manufacture. 
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WINDOW ON THE WORLD 

Living Costs : International 
'Comparisons—I 

JOS5LEYN HENNESSY 


London. 

I 

BASIS FOR COMPARISON 

Tub ever increasing number of multi¬ 
national companies and international 
organisations, and the non-stop boom 
in international tourism are the main 
reasons why the establishment of com¬ 
parative costs of living is important. 
The subject is, however, imperfectly 
investigated and patch'Jy documented. 
There is, moreover, in the whole corpus 
of academic writing on international 
economics no theory of comparative 
international consumer prices. Yet 
with the present spectacular growth in 
international trade in sophisticated 
consumer goods, some attempt at least 
at such a theory is needed. This report 
surveys the most important sources of 
information at present available, pre¬ 
sents some recent findings about cities 
in Europe, and indicates some of the 
methodological problems. 

Whiskey-Swigging Bachelors Vs, Milk- 
Drinking Family Men 

Opinions as to whether life is dearer 
in France than in, say, Britain, or whe¬ 
ther you get better value for money in 
Stuttgart than in Stockholm, are easily 
come by. Some of the main difficulties 
were vividly illustrated in a correspon¬ 
dence in the London Times in October, 
1969. In an attempt to demolish the 
belief that the cost of living is much 
higher in the USA than in the UK, 
a writer claimed that the price of basic 
foods was the same in both countries, 
that fresh fruit and most meats were 
cheaper in the USA, and clothing, 
transport and consumer goods often 
cheaper. Services such as hairdressing 
and household repairs cost more, but 
it was only higher education and medi¬ 
cal fees that made $7,000 a “meagre 
family income”. This letter drew the 
reply that most goods cost twice as 
much in Chicago as they did ‘"here”. 

But this statement became less inter¬ 
esting when “here” was seen, from the 
writer's address, to be Mareham-le-fen, 
near Boston, L in* olnshirc, which only 
local patriotism would compare with 
Chicago, Illinois. The writer did, how¬ 
ever, make the point that while living 
costs were twice as high in Chicago, 
‘‘people earned three times as much”, 
so that, in terms of man-hours worked 
to achieve a given standard of living, the 
USA was cheaper than the UK. the 


only conclusion which could be drawn 
from the correspondence was that a 
bachelor in New York, in good health 
despite 20 cigarettes a day, who drove 
a fast car, ate most meals in restaurants, 
preferred central heating to coal fires, 
hot baths to cold, and whisky to milk, 
was likely to find life less of a struggle 
than a married man in London, living 
with his wife and 1.9 children in a cold 
draughty house, drinking, together with 
his family, 2.6 pints of milk a day and 
spending, on average. 13 days a year in 
hospital, while his elder children attend¬ 
ed a technical college. 

ir 

THE FIRST ESSENTIAL 

is correspondence revealed some 
of the snags when international compa¬ 
risons arc attempted. The difficulties 
inherent in compiling simplified com¬ 
parisons of the type embodied in index 
numbers, for example, overlap those 
found also in the compilation of time 
series, such as cost-of-living indices. 
But cost-of-living time indices and inter¬ 
national comparative-cost indices each 
have their own peculiar difficulties. 

The first essential is to compare like 
with like. Compare similar income 
groups to begin with, but within the 
groups the pattern of expenditure or 
household budget also has to be defin¬ 
ed as well as possible. Thus, a British 
executive, for example, living in France 
will not usually adopt the same style of 
living and pattern of expenditure as his 
French counterpart, at least not until 
he has been resident in France for some 
years. Recognition of this has caused 
some compilers oi international indices 
to produce separate series based on 
local expenditure patterns and on 
foreign expenditure patterns transferred 
to the new country. 

It is also important as far as possible 
to ensure comparability of goods and 
services purchased. Even the basic 
items of consumer expenditure vary in 
quality from place to place, and ideally 
the index should take this variation 
into account. Quantity control—to 
ensure comparability of weights and 
measures—may also be necessary. Cer¬ 
tain items are virtually impossible to 
compare, and a notorious example, 
accommodation, is excluded from some 
indices, because its inclusion can dis¬ 
tort the whole index, and it is generally 
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thought that individual users of these 
international indices will find them 
more helpful if they are as accurate as 
possible on truly comparable living 
costs, while leaving the user to make 
his own calculations about rent (or, 
it may be, education) on the basis of his 
own requirements and what lie can 
ascertain in the foreign country. 

Another source of unreliability is the 
choice of locations on the basis of 
which comparisons are made. There 
may well be greater differences in living 
costs between different areas of the same 
city than between that city, on average, 
and anotner. One way of getting round 
this is to monitor a number of retail 
outlets in each reporting centre, and a 
range of prices from each outlet. 

International price relatives show 
considerably greater statistical disper¬ 
sion than price changes in one country 
over any given period of time. This 
agrees with common-sense expectation, 
since it is reasonable to suppose that, 
during a period of rising prices, the 
prices of separate items in a repre¬ 
sentative ‘"basket” rise in one country 
more or Jess together, whereas there is 
no reason to suppose that if a given 
item in a shopping basket in one coun¬ 
try is X per cent dearer than the corres¬ 
ponding item in the basket of another 
country, other items in the basket wall 
also be approximately X per cent dearer. 
This means that the international shop¬ 
ping basket should contain more items 
than there are in the basket used withiSn 
a country to determine changes in the 
cost'of-living over time, in order to 
conform to the rules of statistical sampl¬ 
ing. 

Problem of Updating 

To possess any value, international 
relative price or cost-of-living indices 
must be based on intensiveas well as 
extensive research. It follows that they 
are expensive and troublesome to keep 
up to date. In practice, most of such 
indices as exist are updated, once the 
initial comparison has been established 
by independent inquiries, on the basis 
of price indices published in each coun¬ 
try or by international agencies such 
as the ILO or UN. This has the dis¬ 
advantage that these price indices are 
themselves only approximations to rea¬ 
lity, and are often based on samples of 
the spending habits of statistical popu¬ 
lations other than those for which the 
international comparisons were estab¬ 
lished. It is in any case difficult to get 
comparable information for a number 
of countries at the same, moment in 
time. Ideally, the complexities of inter¬ 
national comparisons of prices, costs of 
living and living standards are such that 
data for their establishment should be 
assembled specifically with these pur¬ 
poses in mind. In other words, the 
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reliability and usefulness oF internat¬ 
ional comparisons is less if the data on 
which they arc based were collected in 
the first place for national purposes. 
The West German Statistical Office 
takes this point further by insisting that 
comparisons are truly valid only Tf the 
same persons have carried out the in¬ 
vestigations in the various countries 
covered by the indices. 

Those who use international price 
relatives for practical purposes also 

have to remember special factors relat¬ 
ive to the cost of living, such as the 
varying incidence of taxation from one 
country to another, especially the 

balance between direct and indirect 
taxation, differences in social security 
benefits and payments, and so on. 

Changes in currency exchange rates 

since the publication of any given in¬ 
dex figures are also important. 

Ill 

THE UNITED NATIONS INDEX 

One of the best known indices of the 
relative cost of living round the world is 
the June and December United Nations 
Bulletin of Statistics, which shows the 
relation between the purchasing power 
of salaries paid at UN headquarters in 
New York and in other cities. The esti¬ 
mates are compiled primarily to make 
UN salaries at the various grades equi¬ 
valent, as far as possible, for all duty 
stations. They thus measure the ap¬ 
proximate relation between the price 
levels of two places as indicated by a 
basket of goods and services “of the 
kind purchased by international offi¬ 
cials’'. The indices are published in 
response to many requests, notably by 
firms employing personnel in various 
parts of the world. But the UN Statis¬ 
tical Office points out the restricted ap¬ 
plicability of the indices. Apart from 
the fact that the indices relate “only to 
the expenditures of international civil 


EASTERN ECONOMIST 

servants who have in general been re¬ 
cruited outside the area in which they 
are stationed and who are nationals of 
a great many diffepmt countries”, some 
of the price comparisons may be based 
upon goods that are imported duty free 
by international staff : “calculations 
derived from data for such specialised 
groups clearly afford no basis for 
measuring general purchasing power". 

The indices are designed to arrive at a 
compromise between New York and 
local patterns of living elsewhere by 
applying the Fisher formula—i.e. the 
square foot of the product of the Las- 
peyres and Paasche indices (the indices 
used in calculating Cost-of-living changes 
through time in one country. The 
Laspeyres index is normally a maxi¬ 
mum estimate of the change in cost of 
liv ing over a given number of years, and 
the Paasche index, a minimum estimate). 
In the computation of the UN inter¬ 
national differentials index, the Laspey¬ 
res index compares the prices in the 
survey city with those in New York, 
using expenditures typical of New York 
staff; while the Paasche index compares 
the ratios on the basis ot expenditures 
in the survey city. The international 
index reflects a spatial comparison 
where ordinary cost-of-living indices 
reflect a temporal comparison. In this 
case. New York is treated, as it were, 
as Year O (or base year), and the sur¬ 
vey city is treated as Year 1 (year 2, 
3, 4.. . as the case may be), in manipu¬ 
lating the Laspeyres and Paasche for¬ 
mulae. The Fisher formula is then 
applied to the result obtained from 
these two formulae. 

Weighted for U.N. Staff 

The weighting of items in the basket 
used for this index is based on question¬ 
naires sent out to internationally recruit¬ 
ed UN staff, who have been resident in 
their foreign posts for at least a year. 
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Single persons are excluded, an4 the 
pattern of expenditure represents that 
of staff members with dependents, whose 
income net of taxes was in 1967 si 1,000 
to SI 5,000 in the New York area. 

Two series* are published, one of 
which includes, and the other excludes* 
housing costs. Housing costs ate 
estimated on the basis of staff members* 
reports, while prices for some 150 to 
200 items in the basket are collected by 
“a competent pricing agent” in the 
area. 

Although the UN index is updated 
twice a year, the basic comparisons 
between other cities and New York 
are carried out only at intervals of 
several years. For the intervening per¬ 
iods, the Fisher index figure is adjusted 
on the basis of changes in the US 
Bureau of Labour Statistics Consu¬ 
mers Price Index for New York, and in 
a comparable official index in the 
other city or, if this is lacking, on the 
basis of specific estimates made by the 
Statistical Services of the UN or the 
ILO, It is thus apparent that though 
the basic comparisons arc made with 
careful reference to the expenditure 
patterns of UN officials, twice yearly 
updating is done on the basis of indices 
reflecting more general patterns of ex¬ 
penditure. This is a compromise dicta¬ 
ted by the difficulties and expense of 
making independent reviews of the 
original “basket” through time, but it 
is a tacit acknowledgement that in 
practice the theoretical distinctions in¬ 
sisted on by the UN Statistical Service 
in its warning about the restricted ap¬ 
plicability of its index are not easy 
to maintain. 

The restricted applicability of the UN 
index comes out clearly from the table 
alongside. Thus, Athens, Geneva and 
London all get the same rating for the 
overall comparison, which is surprising 
until one recalls that this does not 
reflect the relations of the general price 
levels in these cities, hut an estimate- 
of the relative cost of maintaining a 
certain more or less rigid life-style in 
them. A further disadvantage of the 
UN index is that, particularly in Europe, 
it covers only a limited number of 
countries, and only one city each. 

Sources and acknowledgements : This 
is the first of two articles summarising 
(by special arrangement) an exclusive 
report in the latest issue of European 
Trends published quarterly, to subscrib¬ 
ers only, by the Economist Intelligence 
Unit, 27 St James’s Place, London, 
SW 1A ; INT, England, but the EIU 
is responsible neither for the emphasis 
of my summary* not for my comments 
based on a variety of sources. Next 
week’s concluding article will discuss 
the compilation of the Washington DC 
index and that of the West German 
statistical Office. 


LATEST U.N. RETAIL PRIC E COMPARISONS—SELECTED CITIES 
(Index New York City -100) 


Country &. city 

Date 

Exchange rate pet 
US s 

Index 

excluding 

housing 

Total 

Austria, Vienna 

Oct '70 

25.83 schillings 

81 

77 

Denmark, Copenhagen 

Feb’71 

7.5 kroner 

92 

84 

France. Paris 

Dec ’70 

5.55 francs 

94 

89 

West German), Bonn 

Mar’71 

3.66 DM 

87 

84 

Greece, Athens 

Dec '71 

30 drachmae 

85 

80 

Italy, Rome 

Jan '71 

627 lire 

89 

82 

Netherlands, The Hague 

Jan ’71 

3.60 guilders 

86 

80 

Switzerland, Geneva 

Mar 71 

4.32 Swiss francs 

86 

80 

Turkey, Ankara 

Jan ’71 

15.00 liras 

64 

61 

UK, London 

Feb ’71 

10.4167 

84 

80 

USA, Washington DC 

Feb ’71 


93 

90 
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REVISED DRAWBACK DUTY 

The union government has revised 
the rates of drawback of duties on the 
following six products: 1. Matches all 
sorts—2.4 per cent of the f.o.b. value. 
2. (i) Cinema films coloured—Rs 17 
per hundred linear metres, (ii) Cinema 
films black and white—Rs 9.16 per 
hundred linear metres. 3. (a) Complete 
tea chests filled made of plywood pa¬ 
nels—Rs 117.30 per 100 sq. metres of 
surface area of tea chests, (b) plywood 
panels and fitting of tea chests, (i) 
plywood panels for tea chests—Rs 
74.50 per 100 sq. metres, (ii) metal 
fittings of tea chests made of tin plate 
—Re 0.40 per kg, (iii) wire nails, ten¬ 
ter hooks and rivets—Rs 0.13 per kg., 
(iv) tissue paper for wrapping battens or 
for lining—Re 0.42 per kg, (v) alumi¬ 
nium foil—Rs 3.53 per kg. 4. (a) Ply¬ 
wood, all sorts, not otherwise specified 
—Rs. 18.10 per glue Line per 100 square 
metres, (b) plywood cases other than 
tea chests—(i) panels of surface area of 
5626 sq. cm or less each—Rs 48.00 per 
100 sq. metres of such panels, (ii) pa¬ 
nels of surface area exceeding 5625 squ¬ 
are cm each—Rs 72.00 per 100 sq. 
metres of such panels. 5. Absestos 
cement products—Rs 658 per tonne of 
asbestos content and Rs 32.24 per 
tonne of cement content. 6.5 to to 6.2 
mm thick laminated safety sheet glass 
made from indigenous sheet glass and 
clear interlayer—Rs 22.26 per sq. 
metre. 

YOUNG BUSINESSMEN IN JAPAN 

Four young businessmen from this 
country were invited by the Japanese 
government under their “invitation 
programme to prospective business 
leaders.” This has been the first pro¬ 
gramme of its kind organised by the 
Japanese government. The intention 
was to expose young businessmen from 
India to what is known as the Japanese 
‘‘miracle”. In a concentrated program¬ 
me of 11 days these businessmen 
were shown the plants of leading firms 
in automobile assembly, oil refin¬ 
ing, ship building, steel rolling, sugar, 
textiles and electronics. Among the dis¬ 
tinguished individuals with whom they 
had interviews were: Mr Nagano of 
Nippon Steel, Dr Nakayama, the cele¬ 
brated Japanese economist, and Mr 
Hogan, the previous Japanese Ambas¬ 
sador to India. Mr Nagano and Dr 
Nakayama will be visiting India in 
December as members of a five-man 
high-powered team. The spirit behind 
the Japanese “miracle”, was aptly ex¬ 
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pressed by Mr Nagano in the following 
words: “Had Japan not been razed to 
the ground during World War li and 
rebuilt by borrowing and buying the best 
technology available in the world, we 
would probably have achieved half our 
present level of development.” 

EXCISE ON NEWSPAPERS 

Newspapers and periodicals which 
have a circulation of less than 15,000 
per publishing day have been exempted 
from the proposed central excise levy 
on newspapers and other printed perio¬ 
dicals. A notification to this effect has 
been issued by the Finance Ministry on 
November 5, in pursuance of the assu¬ 
rance given by the Finance Minister, 
Mr Y.B. Chavan, to a delegation repre¬ 
senting the small newspapers’ interests 
which met him recently. The notification 
stipulates that where a newspaper or 
periodical is published from more than 
one place, the average circulation shall 
be the aggregate of average circulation 
of such newspaper or periodical from 
each place of publication. By another 
notification, newspapers or periodicals 
which are not ordinarily intended for 
sale have also been exempted from the 
proposed excise levy. 

NEW PHOTO COPYING MACHINE 

A highly economical electrostatic 
photo copying machine has been intro¬ 
duced recently in the market by Advani- 
Oerlikon Pvt. Ltd, stated Mr LT. 
Mirchandani, Managing Director of the 
company. He pointed out that the com¬ 
pany had already manufactured 20 such 
machines. The process for these ma¬ 
chines was invented by the National 
Physical Laboratory and was licensed 
to the company by the National Re¬ 
search Development Corporation, he 
added. The process did not involve the 
use of any wet chemicals. It was a di¬ 
rect positive-to*positive reproduction 
of any written or printed material on 
any type of paper or any other material 
having a reasonably smooth surface. 
Finished permanent prints in any of the 
four colours—black, blue, green and 
red — up to fullscape size could be ob¬ 
tained in about a minute’s time. The 
machine, to be sold under the trade 
name of “Panaprint”, will cost 
approximately Rs 30,000 as compared 
to an imported machine costing more 
than one lakh rupees. The cost per 
copy will be between 20 and 25 paise. 
The company had invested over Rs 
30 lakhs on the project and it was pro¬ 
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posed to manufacture about 500 ma¬ 
chines a year. 

PUBLIC RELATIONS CONFERENCE 

The Third All-India Public Relations 
Conference will be'held in Calcutta from 
January 14 to 16, 1972. Its theme 

is proposed to be “Public Relations in 
the changing Indian environment”. The 
conference will be inaugurated by Mrs 
Nandini Satpathy, Minister for In¬ 
formation & Broadcasting, government 
of India and, amongst those who have 
already agreed to address the various 
sessions are cabinet ministers such as 
Mr M. Kumaramangalarn; government 
officials such as Mr R.C. Dutt, Secre¬ 
tary, Ministry of Information A Broad¬ 
casting; leading industrialists such as 
Mr Bhaskar Mfiler. President, Associa¬ 
ted Chambers of Commerce; Mr Hiten 
Bhaya, Chairman Designate, Hindustan 
Steel, Mr A.D. Moddic, Director, 
Hindustan Lever; Mr A.K. Sen, Chair¬ 
man, Triveni Tissues and others. Emi¬ 
nent journalists, economists and socio¬ 
logists are amongst other speakers who 
will be participting ip some of the ses¬ 
sions. The number of delegates will be 
restricted to 300 in order to ensure that 
meaningful discussions can take place 
during the conference* 

TRAINEES FOR W. GERMANY 

Under a scheme within its technical 
aid programme the government of the 
Federal Republic of Germany is offer¬ 
ing this country a number of stipends 
for advanced training in a wide variety 
of technical trades. This year 90 trainees 
will go to West Germany under the 
programme. A group of five —three 
from the field of printing technology, 
one casting specialist and one tool¬ 
maker-left recently. Another group 
of 10 trainees in the field of export pro¬ 
motion will leave for West Germany on 
December 2. So far more than 600 
individuals have received training in 
West Germany since the scheme was 
introduced in I960. The programme 
offers J2 to 18 months of intensive 
training in the specified fields, 

N.C.D.C. 

The expert committee on the National 
Co-operative Development Corporation 
(NCDC) headed by Mr B. Venkatap- 
piah, formerly Member, Planning Com¬ 
mission, observed in its report that the 
NCDC should remain; but it must do 
so as an effective promoter, innovator, 
co-ordinator and, to the extent neces¬ 
sary, financier* According to the com¬ 
mittee's recommendations, the corpo¬ 
ration has to function in conjunction 
with, and through the state governmen¬ 
ts, who are responsible for the imple* 
mentation of various programmes. The 
aim of the NCDC should be to help 
state governments to initiate and lm- 
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plement programmes of co-operative 
development in the states, the report 
adds. 

INDO-AUSTRIAN AGREEMENT 

The Indian Ambassador in Austria, 
Mr V.C. Trivedi, on behalf of India and 
the Secretary-General of Foreign 
Office Mr Halusa on behalf of 
Austria signed an agreement on No¬ 
vember 3, under which Austria gave 
to India a credit of 21.9 million Aust¬ 
rian schillings, as debt relief assistance. 
This amount will be used for the pay¬ 
ment of instalments on capital repay¬ 
ment due from India this year under the 
first four of the eight agreements signed 
so far. The rate of the interest charged 
for this credit is 3 per cent and pay¬ 
ment will be made in 18 yearly instal¬ 
ments after a grace period of seven 
years. 

TRADE PACT WITH PERU 

India and Peru signed on November 
4, the first trade and economic co-ope¬ 
ration agreement providing for doubling 
of trade between their countries every 
year in the next three years and imme¬ 
diate extension of most-favoured nation 
treatment to each other. Under the 
agreement, India will be able to secure 
sizeable quantities of non-ferrous 
metals of strategic importance, *in 
the present context. Long staple cotton 
is another item for import from Peru. 
In respect of India's exports, the agree¬ 
ment envisages breaking of new ground 
by providing for export from India 
and Peru of a whole range of engineering 
goods, complete plant equipment and 
machinery steel products, chemicals, 
besides traditional items like jute manu¬ 
factures, tea etc. 

WAR RISK 

The chairman of the Life Insurance 
Corporation of India, Mr T. A. Pai, 
stated here last week, while inaugurating 
a development conference of the Delhi 
division of the LIC. that the normal 
life policy of the corporation covered 
war risks. Stressing the importance of 
resources mobilisation at the present 
juncture when the country was facing a 
serious threat to its security and had 
been saddled with the vast problem of 
over 9.5 million refugees from Bangla 
Dcsh, Mr Pai called upon the field 
workers of the L1C to take the message 
of life insurance to every nook and cor¬ 
ner of the country. Savings, he opined, 
should be looked upon as the first item 
of the expenditure and not as the residue 
of income after meeting the expenditure. 
He was happy that the Delhi division 
had fulfilled the tasks set for it. 

Mr Pai revealed that the L1C would 
be undertaking in the near future the 
construction of a housing colony in the 
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capital. It is already engaged in build¬ 
ing of township of 3,000 houses in 
Bombay, 1,200 of which have already 
been built. The LIC has plans to invest 
nearly Rs 300 crores in housing and 
another Rs 100 crores in rural water 
supply and drainage schemes. The 
procedures of loans for house build¬ 
ing, he added, were being streamlined. 

The growth of business of the corpo¬ 
ration this year, Mr Pai stated, had 
been very encouraging. The sum 
assured had gone up by 36 per cent 
during the six months up to September 
compared to the corresponding period 
last year. The increase in the number 
of policies issued during this period 
had been 13.6 per cent. Mr Pai felt 
that the business of the LIC could grow 
vastly if all the salaried people and 
taxpayers were covered. At present 
only about 30 per cent of the tax-payers 
and not more than 10 per cent of the 
salaried people are covered by insu¬ 
rance. The scope in the rural areas too, 
he stressed, was vast. 

DELHI ROAD TRANSPORT 

The union government recently took 
control of the Delhi Transport Under¬ 
taking by a presidential ordinance. The 
ordinance, issued from Rashtrapati 
Bhavan provides for turning the under¬ 
taking into a statutory corporation with 
the Lt Governor of Delhi as its chair¬ 
man. Under the overall charge of the 
union government the proposed Road 
Transport Corporation will comprise 
four official and four non-official mem¬ 
bers. The set-up of the new transport 
body will be according to the provi¬ 
sions of the Road Transport Corpora¬ 
tion Act, 1950. 

UNIT PRICES 

The sale and repurchase prices of the 
units of the UTI have been raised by 
five paise each. The sale and repur¬ 
chase prices valid from November 5 
are now Rs 10.75 and Rs 10.35 per 
unit, respectively. 

During the first quarter of the cur¬ 
rent year, July 1 to September 3, 1971, 
units of the face value of Rs 8.84 
crores were sold with over 29,280 new 
investors joining the trust as compared 
to Rs 13.65 crores under 37,000 appli¬ 
cations during the corresponding period 
of the last year. Of this, an amount of 
about Rs 14 lakhs was invested by 
non-residents under 133 applications. 
During the quarter, units of the face 
value of Rs 74.56 lakhs were repurchas¬ 
ed. The corresponding figure for the 
last year was Rs 71.46 lakhs. The 
total number of unit holders registered 
with the trust as on September 30, 
1971 was 407,552 the total amount 
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invested in units being abut Rs 100 
crores. 

COMMONWEALTH TRADE MEET 
, * 

Following discussions held by union 
Foreign Trade Minister, Mr L. N. 
Mishra, with trade ministers of Com¬ 
monwealth countries present in con¬ 
nection with Lima Conference of Deve¬ 
loping Nations, a concensus emerged 
to hold a Commonwealth Trade Minis¬ 
ters Conference early next year. It is 
learnt that practically everyone of Com¬ 
monwealth developing countries wel¬ 
comed Mr Mishra’s proposal that an 
early meeting of Commonwealth trade 
ministers is necessary to find solutions 
to important economic issues which 
have arisen recently. 

CONTRIBUTION TO U.N.D.P. 

At the Pledging Conference of the 
United Nations Development Progra¬ 
mme held on November I, in New York, 
the Deputy Permanent Representative 
of India, Mr N. P. Jain, announced 
India’s contribution to the UNDP at 
$3.75 million for 1972. Since 1969 India 
had been increasing her contribution 
to UNDP. Mr Jain explained that it 
was the hope and the intention of the 
government of India to further increase 
its contribution, but due to severe finan¬ 
cial strains imposed on the economy of 
India by the sudden continuing and un¬ 
precedented influx of almost 10 million 
refugees from East Pakistan, it was not 
possible for India to increase her pledge 
over and above $3.75 million. 

ASSISTANCE FOR BANGLA DESH 

Two cheques -one from the British 
government for £182,965 and another 
from the Netherlands government for 
$1.16 million were presented to the 
Minister of External Affairs, Mr Swaran 
Singh, by Mr T. Jamieson, represen¬ 
tative of the United Nations High Com¬ 
missioner for Refugees. The amounts of 
these two cheques were meant for pro¬ 
curing priority items of clothing in 
India for Bangla Desh refugees, 

N.LD.C. TO ASSIST IRAN 

The National Industrial Develop¬ 
ment Corporation, a public sector under¬ 
taking, has been commissioned by the 
United Nations Industrial Develop¬ 
ment Organisation, Vienna, to evolve 
an integrated and internally consistent 
development model for the planning of 
capital goods industry in Iran. This is 
the first time that a consultancy service 
from a developing country has been 
selected by an international organisat¬ 
ion for assisting a sister developing 
nation. The assignment has been given 
to the N1DC after a detailed capability 
evaluation by the UNIDO of the propo¬ 
sals made by a number of world-renown- 
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eel consultants from the highly advanc¬ 
ed countries. Iran has plans to develop 
its petrochemicals, plastics, cement, 
general engineering, automobiles and 
several other industries. 

The working results of the Nil DC 
make encouraging reading. Against 
the issued and subscribed capital of 


Rs 10 lakhs, the net worth of the corpo¬ 
ration as on March 31, 1971, stood at 
Rs 57 lakhs. The turnover has steadily 
increased over the sears and was of the 
order of Rs 1.27 crorcs in 1970-71. 
The protit for that \ear was Rs 16 28 
lakhs, out of which a dividend of 15 
per cent was paid the same as for 
the previous year. Over the past lour 


sears, the corporation's foreign ex¬ 
change earnings have been of the order 
of Rs 38 lakhs. 

NAMES IN THE NEWS 

Mr E.K. Narayanasnaray, Senior 
Mimbcr (Posts). P&T Board, has been 
appointed Special Secretary in the 
Mini sirs of Communications. 


JS8& 
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Company Affairs 


GLAXO 

Mr J.S. Raj, Chairman of Glaxo La¬ 
boratories India Ltd, in a statement 
on the occasion of the annual genera! 
meeting held recently pointed that dur¬ 
ing the year ended June 30, 1971 net 
profits before taxation dropped sharply 
although the sales of the company's 
products continued to increase. He 
indicated that these results were partly 
due to general adverse economic condi¬ 
tions and partly due to a number of 
downward price revisions. There has 
been, he added, a sharp increase in ma¬ 
terial costs including those bought from 
the State Trading Corporation, 1DPL, 
and the National Dairy Corporation. 
Increased duties on packing materials, 
notably tin-plate, also accounted for 
sizable increase in costs. Mr Raj 
however added that the company was 
fighting to improve productivity and 
reduce cost through continuous intro¬ 
duction of modernisation and reorga¬ 
nisation. 

Mr Raj stated that the programme of 
expansion and diversification continued 
satisfactorily during the year. The 
campany received industrial licences to 
effect a substantial expansion in the 
production of vitamin A and to “carry 
on business" in the diversification of its 
range of laboratory chemicals. Per¬ 
missions had also been received for 
increasing the output of calcium sen- 
nosidcs and beta-ionone. He added that 
capital investments of the company 
were quite heavy. A sum of Rs 1.5 
crores was spent last year on planned 
projects. This included the establish¬ 
ment of its new Research and Develop¬ 
ment Centre at Thana which was opened 
in January. The centre comprised four 
separate units devoted to chemicals re¬ 
search, pharmacy research, foods re¬ 
search and analytical control. The 
company realised the need for a strong 
and diversified research effort, he stated, 
and the fruits of research in the fields 
of chemicals and foods were expected 
to help in the development of new pro¬ 
ducts over the years to nourish the diffe¬ 
rent: lines of the company's activities. 
The chairman pointed out that a new 
indigenous process for the production 
of betamethasone, corticosteroid speci¬ 
ality of the company, had been de¬ 
veloped by scientists of the company 
working over many years in close colla¬ 
boration. with their colleagues in asso¬ 
ciated companies of the Glaxo Group 
in the UK . During the past year, 
a notable milestone at the Thana fac¬ 
tory was the the substitution of* heco- 


genin, an imported material of consi¬ 
derable value, by diosgenin which was 
i nd igenously ava i 1 able, 


GWALIOR RAYON 

Gwalior Rayon. India's leading 
manufacturers of viscose staple fibre 
and rayon grade pulp from bamboo, 
eucalyptus and other soft woods* is to 
consider the possibility of setting up 
a 10,000 tonnes per annum staple fibre 
plant in Indonesia and a 50 tonnes per 
day integrated pulp and paper plant in 
Nepal. The proposals were expected 
to come up at the eight-day long United 
Nations Industrial Development Orga¬ 
nisation’s second Asian meeting held 
in Singapore recently. Gwalior Rayon’s 
executive president. Mr I.H. Parekh, 
left Bombay for Singapore to attend tin's 
meeting and discuss the two proposals. 
In'addition to being skilled in the tech¬ 
nical experience, Gwalior Rayon is 
equipped with an engineering division 
to fabricate plant and machinery for 
pulp and staple fibre projects. 

MORARJEE GOKULDAS 

The directors of Morarjce Gokuldas 
Spinning and weaving Co.’Ltd. in their 
annual report for the year ended June 30, 
1971 have stated that if might be difficult 
to maintain the present margin unless 
the costs, particularly that of cotton, 
were reduced. During the year the 
management had to struggle with ever 
rising prices of cotton. There was also 
marked increase in the costs of stores 
colours and chemicals as well as in¬ 
creases in wages, dearness allowance 
and cost of borrowings. The directors 
pointed out that at the same time cloth 
market had been exceptionally subdued 
Jf the company had been able to more 
or less maintain its profits in spite of 
the said squeeze, it was essentially due 
to the company’s efforts to effect cost 
reduction, production of better quality 
of cloth and modernisation of machi¬ 
nery. It has floated a separate com¬ 
pany, Gopikisan Piramal Ltd, with a 
view to developing its exports and to 
deal in powerloom cloth so that the 
same might be processed by it which 
would enable the company to utilise 
the surplus capacity of its dye house. 

During the year under review the 
compam recorded a gross profit of Rs 
one crore as against Rs L05 crores a 
year before. The directors have re¬ 
commended a dividend at the rate of 
Rs 10 per share on 149,500 equity 


shares- The company received the 
consent of the Controller of Capital 
Issues for the issue of bonus equity shares 
in the proportion of one for one bonus 
share of the face value of Rs 100 each 
in May 1971. Accordingly 74,750 bonus 
equity shares were duly allotted in June 
1971. The company has completed 100 
years and proposed to celebrate the 
centenery in an appropriate manner. 

PFIZER 

The directors of Pfizer Ltd have 
proposed a third interim equity divi¬ 
dend of 70 paise per share for the year 
ended November 30, 1971, This, 
along with the two interims of 60 paise 
each announced earlier, worked out to 
a distribution of Rs 1.90 per share so 
far. The total equity dividend for 1969- 
70 was Rs 2.50 per share. 

ANDHRA STEEL 

Andhra Steel Corporation Ltd pro¬ 
poses to issue for public subscription 
capital of Rs 40 lakhs comprising 
300,000 equity shares of Rs 10 each (Rs 
30 lakhs) and 10,000 (9,5 per cent) 
cumulative redeemable preference 
shares of Rs 100 each (Rs 10 lakhs). 
At present the company is producing 
round bars, alloy steel, carbon steel, 
special sections and special wire rods 
in coils at its factory at Malkapuram, 
Visakhaptnam. It has received an in¬ 
dustrial licence for setting up a mini¬ 
steel plant for the manufacture of mild 
steel billets with an installed capacity 
of 50,000 tonnes per annum and a plant 
is being set up at Bangalore. The capi¬ 
tal outlay on the project is estimated 
at Rs 2.49 crores. This will be met by 
public issue (Rs 40 lakhs), rights issue 
to the existing shareholders (Rs 15 
lakhs), preference shares to be subs¬ 
cribed by financial institutions (Rs 15 
lakhs), term loans (Rs 120 lakhs) and 
deferred payments (Rs 5.50 lakhs). 
The project is expected to be completed 
by the end of 1971 or early 1972. After 
the completion of the new project in 
two stages the turnover of both the 
units will be about Rs seven crores. 

HARYANA COATED PAPERS 

Haryana Coated Papers Ltd pro¬ 
poses to enter the capital market shortly 
with a public issue of Rs 24 lakhs com¬ 
prising 155,000 equity shares of Rs 20 
each (Rs 15.50 lakhs) and 8,500 (9.5 
per cent) cumulative redeemable prefe¬ 
rence shares of Rs 100 each (Rs 8.50 
lakhs). The company has an authorised 
capital of Rs 50 lakhs (Rs 40 lakhs in 
equity and Rs 10 lakhs in preference 
shares). Out of the proposed total 
issues of Rs 34 lakhs, the promoters, 
directors and their friends will take up 
shares of Rs 10 lakhs. The company 
holds an industrial licence for the manu¬ 
facture of 1,800 tonnes of art and 
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chrome paper and board per annum. 
The plant will be located at Murthal 
near Sonepat (Haryana state). The 
capital outlay on the project is estima¬ 
ted at about Rs 75 lakhs which will be 
met by share capital (Rs 34 lakhs) and 
loans (Rs 41 lakhs). 

CAPITAL AND BONUS ISSUES 

Consent has been accorded to fifteen 
companies to raise capital amounting 
to over Rs 12.52 crores. Nine of them 
are to issue bonus shares amounting 
to more than Rs 4.56 crores. The 
amount of bonus shares ranges bet¬ 
ween Rs 1 lakh and Rs 3.55 lakhs. The 
consents are valid for three months. 

Electric Construction & Equipment 
Co, Ltd, Calcutta, has been accorded 
consent to capitalise Rs 42,46,750 out 
of its General Reserves and issue fully- 
paid equity shares of Rs 10 each as 
bonus shares in the ratio of one bonus 
share for every three equity shares held. 

T, L & M. Sales Ltd, Madras, is 
permitted to capitalise Rs 12 lakhs out 
of its General Reserves and issue fully 
paid equity shares of Rs 10 each as 
bonus shares in the ratio of one bonus 
share for every equity share held. 

Hlndson Private Ltd, Patiala, is giv en 

consent to capitalise Rs 1 lakh out of its 
General Reserves and issue fully paid 
equity shares of Rs 100 each as bonus 
shares in the ratio of one bonus share 
for every two equity shares held. 

H. R. Johnson (India) Pvt. Ltd, 
Bombay, has been granted consent to 
capitalise Rs 14 lakhs out of its General 
Reserves and issue fully paid equity 
shares of Rs 1000 each as bonus shares 
in the ratio of one bonus share for 
every two equity shares held. 

The Manublmm Coal Syndicate (Pri- 
natel Ltd, Calcutta, has been accorded 
consent to capitalise Rs 6,88,500 out 
of its General Reserves and issue 
fully paid equity shares of Rs 100 
each as bonus shares in the ratio of 
three bonus shares for every equity share 
held. 

Arunoday Mills Ltd, Rajkot, has 

been accorded consent to capitalise Rs 
10 lakhs out of its General Reserves 
and issue fully paid equity shares of 
Rs 10 each as bonus shares in the ratio 
of two bonus shares for every live 
equity shares held. 

Bestobeli India (Pvt) Ltd, Calcutta, 

has been accorded consent to issue Rs 
42 lakhs (nominal) capital consisting of 
Rs 14 lakhs in 1,40,000 equity shares of 
Rs 10 each to be issued as bonus shares 
in the proportion of one bonus share 
for every two equity shares held and 
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Rs 28 lakhs in 2,80,000 equity shares 
of Rs 10 each to the Indian public by 
prospectus for cash at a premium of 
Rs 4 per share. 

Applied Electronics Private Ltd, 

Bangalore, has been accorded consent 
to capitalise Rs 1,20,000 out of 
its General Reserves and issue fully paid 
equity shares of Rs 100 each as bonus 
shares in the ratio of four bonus shares 
for every live equily shares held. 

General Electric Co. of India Ltd, 
Calcutta, has been granted consent to 
the issue of Rs 471,15,000 (nominal) 
to be divided into Rs 355 lakhs in 
35,50,000 equity shares of Rs 10 each to 
be allotted as bonus shares on capita¬ 
lisation of free reserves to a like extent 
and Rs 116,15.000 in 11,61,500 equity 
shares of Rs 10 each for cash at a pre ¬ 
mium of Rs 6.50 per share. 

Ceat Tyres of India Ltd, Bombay. 

has been accorded consent to the issue 
of capital of Rs 30,36,000 (nominal) 
in ^30,360 equity shares of Rs 100 each 
to be offered to the existing Indian 
shareholders of the company only for 
cash at a premium of Rs 100 per share. 
The object of the issue is to bring down 
non-resident holding in the concern to 
50 per cent. 

Triveni Engineering Works Ltd, 
Delhi, has been accorded consent to 
the issue of Rs 75 lakhs in 7,50,000 
equity shares of Rs 10 each to be allotted 
as fully paid up to the shareholder 
of the merged company Upper India 
Sugar Mills Ltd to the extent of Rs 
69,95,895 in terms of the order of the 
High Court of Delhi and the balance 
shares of the value of Rs 5,04,105 will 
be offered to others for cash at par. 

Amartara Private Ltd, Bombay, lias 
been accorded consent to capitalise Rs 
8,25,000 out of its free reserves and 
make 11,000 equily shares of Rs 100 
each which are Rs 25 paid up per share 
as fully paid up. 

Premier Limers Private Ltd, Bom¬ 
bay, has been given permission to raise 
capital of Rs 8,24,850 out of its Gene¬ 
ral Reserves for the purpose of increas¬ 
ing the paid up \alue of the existing 
10,998 partly paid equity shares from 
Rs 25 to Rs 100 per share, thus making 
them fully paid-up. 

Southern Petro-Chcmical Industries 
Corporation Ltd, Madras, has been 
granted consent to the issue of Rs 500 
lakhs (inclusive of Rs 25 lakhs already 
issued) in 50,00.000 equity shares of Rs 
10 each to be offered to promoters, di¬ 
rectors, employees, farmers and asso¬ 
ciates (Rs 170.85 lakhs); to public 
(Rs 164.15 lakhs) and to Tamil 
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Nadu Industrial Development Corpora¬ 
tion (Rs 165 lakhs). The proceeds 
are to be utilised for setting up a ferti¬ 
liser factory at Tuticorin. 

Universal Steel & Alloy Ltd, New 
Delhi, has communicated to govern¬ 
ment its proposal to issue capital 
under Clause 5 of the Capital Issues 
(Exemption) Order, 1969, divided into 
Rs 30,00,000 m equity shares of Rs 10 
each for cash at par for setting up 
a factory in Faridabad. 

LICENCES & LETTERS OF INTENT 

The following licences and letters of 
intent were issued under the Industries 
(Development and Regulation) Act 
1951, during the three weeks ended June 
19, 1971. The list contains names and 
addresses of the licensees, articles of 
manufacture, types of licences-New 
Undertaking (NU/; New Article (NA); 
Substantial Expansion (SF); Carry on 
Business (COB); Shifting and annual 
installed capacity. 

LICENCES ISSUED 

Ferrous Industries 

M/s Simmond Marshal Ltd: Savoy 
Chambers, 5, Wallace Street, Bom¬ 
bay- I. (Pimpri-Poona). — Nyloc self¬ 
locking nutes (industrial fasteners)— 
600 tonnes p.a. (COR); M/s Eastern 
Saws (P) Ltd: C.36, Industrial Area, 
Meerut Road, Ghaziabad. (Ghaziabad 
Uttar Pradesh)- Cold Rolled High 
Carbon and alloy steel strips- 4800 
tonnes p.a. (NU). 

Prime Movers 

M/s Cooper Lngg. Ltd: Salaru 
Road, Distt. Satara Maharashtra. 
(Maharashtra)- Diesel Engincs-25,000 
Nos. p.a. (C OB). 

Electrical Equipment 

M/s Lumina Electrical Industries: 
Bhawani shankar Cross Rd., Dadar, 
Bombay-28- DD (Bombay-Mahara- 
shtra)- (/) Auto Head & Tail lamps 
--2.25 M.nos, pa. (//) Telephone 
Switch Board lamps 2.25 M.nos. pa. 
(Hi) Photoflash lamps--0,15 M.nos. 
pa. (NU); M/s Siemens India Ltd: 
134-A, Dr Annie Bcsant Rd., Worli, 
Bombay. (Bombay-Mabarashtra) (/) 

Wave Traps 100 Nos. pa. (//) High 
Frequency coupling filters—100 nos. 
p.a. (///) High Tension- protection 
equipment- -200 nos. pa. (/» ) Signalling 
Relays—25,000 Nos. pa. (r) Track 
Relays—400 nos. pa. (W) Control 
Panel Section—3,500 nos. pa. (COB); 
M/s Mather Greaves Ltd: C/o M/s 
Mather & Platt Ltd: Udyog Bhavan, 
Wittet Road* Ballard Estate, Bom- 
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bay-1, ( Poona-Maharashlra) -Electric 
motors (flame proof) - I H) pa, (COB), 

Telecommunications 

M/s J K. Electronics. Kumla Tow¬ 
ers, Kanpur (UP) (/) Dellectioji 
coils.30,000 nos,pa, (/7) H.H.T. Trans¬ 

formers --30,000 nos. pa. (iii) Tuners 
—30,000 nos. pa. (n ) Leniaritv coils— 
30,000 nos. pa. IN A). 

Transportation 

M/s Acme Mfg. Co. Ltd: Antop 
Hill 4 Wadtila, Bombay-21 (Bombny- 
Maharashtra)- Push Rods -3,00,000 
nos. . pa. (COB); M/s L. G. 
Balakrishnan Si Bros. (P) Lid: P.B. 
No. 1308, India House, Trichy Road, 
Coimbatore-18 (Conn bat ore-Tamil 

Nadu) -Timing chains for auto¬ 
mobile engines and chain for motor 
cycles scooters traeiois and 3-wheelers 
—2,40,000 metres pa. after expansion 
(Sli); M/s Forbes, Forbes Campbell 
& Company Ltd: Forbes Building, 
Home Street, Fort, Bombay-1. 

(Bombay-Maharashtra) Circlips 60 
tonnes pa. (COB). 

Industrial Machinery 

Stari Ambica Mills lad: Near Kanka- 
ria Loco Siding, Ahmedabad-6. 
(Ahmedabad-Gujarat) Steam (Ager 
machine) I. Vertical Drying 
Range (Cylinder Drying machine) 1, 
Padding/Starch/Water Mangle includ¬ 
ing Pad Dyeing machine. 6, Rope 
squeezing machine/Rope washing ma¬ 
chine 2, Dye Jiggers. 12, Open width 
washing Si soaping machine. 1, Con¬ 
tinuous bleach mg range L Continuous 
Dyeing range. I. Vacuum Steaming 
plant (Yarn conditioning and Twist 
Setting machine). 2, Overhead travel¬ 
ling cleaners 6, Star Ager 3, Labora¬ 
tory equipment 3. (COB); M/s Das 
Hitachi (P) Ltd: 21-A, Janpath, New 
Delhi (Cihaziabad-UP) -Protection 
Relays 50,000 nos. pa. (COB); M/s 
K. C. P. Ltd: 38, Mount Road, 
Madras-6. (Tiruvoltiyur-Tamil Nadu)- 
Liquid Solid Separation equipment 
worth Rs 48 lakhs pa. (COB); M/s 
Shaliinar Industries! P) Ltd: 25-Gancsh 
Chandra Avenue, Calcutta-13 (West 
Bengal)—Full Aluminium Card for 
jute eardin machines 40,000 nos. 
pa. (NA); M/s J. K. Synthetics Ltd: 
Kamla Towers, Kanpur (UP) 

L Complete Polymerisation equip¬ 
ment for production of Nylon chips or 
complete polycondensation equipment 
for production of polyster chips, etc. 
The equipment comprises of VE React¬ 
ors, Autoclaves etc—15 millions of 
rupees, 2, Lectum Meter Sl Waste 
Recovery comprising Lee turn Distilla- 
tor, Lact am concentrator. Water 
Evaporation Plant etc—5 millions of 
rupees, 3. Complete spuming equip¬ 
ment comprising of spinning heads, 


melt grids, spinning chambers etc— 
7.50 millions of rupees, 4. Take up 
equipment;- 2.50 millions in rupees, 
(NA); M/s Larsen <& Toubro Ltd; 
L&T House, Dougall Road, B.F., 
Bombay-1 (Maharashtra)—Garbage 
Milling plants one or more garbage 
milling plants upto 500 tonnes per dav, 
(NA). 

.Machine 1'ools 

M/s Noakhali Machnc Tools Ltd: 
I, Middleton Street, Calcutta-16 (West 
Bengal) -(/) Tool and Cutler Grin¬ 
ders--48 nos. pa. (/) Special purpose 
machncs 48 nos, pa. (NA). 

Engineering Industries 

M/s Horstmann India (P) Ltd: 
37-40, Nagar Road, Poona-14 ( Maha- 
rasht a) (/) Plain Ring Gauges- 
2500 nos.pa. (//) Screw Ring Gauges- 
7800 nos. pa. (///) Caliper gauges-- 
2500 nos. pa. (/»■) Setting Masters for 
Air Gauges -3000 nos. pa. (NA). 

Office and Household Equipment 

,M/s Shriram Refrigeiation Indus 
ines Ltd: 8-E-Rani Jhansi Road, New 
Dclhi-5. Hyderabad-Andhra Pradesh) 
-Watercoolers 300 nos. pa, (COB); 
M/s J. Stone & Co (India) Private 
Ltd: 16 Taratolla Road, Calcuta-53. 
(West Bengal)—Air-conditionng and 
Refrigeration Equipment for Rail¬ 
ways only 5 nos. pa. (COB); M/s 
Godrej & Boyco Mfg Co (pj Ltd: 
LalbaghParel, Bombay-12 (DD). (Bom¬ 
bay- Ma ha l as h t ra)—Compresso rs for 
domestic refrigerators... 1,500 nos. pa. 
(for replacements, repairs etc) (SF). 

Fertilizers 

The Managing Director, Fertilizer 
Corporation of India Ltd: New Delhi. 
(Bombay-Maharashtra)—Complex Fcr- 
tilizcr (Suphala)— 1,77,000 tonnes pa 
after expansion (SE). 

Chemicals 

M/s Pol^oJiflns Industries Ltd: 
Neville House, Curboy Road, Ballard 
Estate, Bombay-1-BR (Thana-Bela- 
p ur-M a h aras h t ra) N- B u t o nc-1 —600 

tonnes pa (NA); M/s Arat Electro- 
Chemicals (P) Lid; 311/3, Rakhilal 
Road, Ahmeda bad-21 (Gujarat)— l. 
Hydrogen Peroxide—1,600 tonnes pa 
after expansion 2, Sodium Perborate 
-100 tonnes pa (SE/NA); M/s Ion 
Exchange (India) Ltd: Tie Ciron House, 
Dr E Moses Road, Bombay-11-BR. 
(Ambernath-Maharasbtra)—Ion Ex¬ 
change Resins 20,000 cubic ft pa 
(COB) 

Drugs & Pharmaceuticals 

M/s Jim Chemicals Industries, C/o 
Jay ant Dyc-Chem Corp: 8, Shari tf Deij 


Street, Bombay-3 (Gujarat)—Phenyl 
Butazone— 50 tonnes pa (NU). 

Textiles • 

The ManagingDirector, The Anther- 
gaon Textile Co-operative Production 
and Sale Society Ltd: Karimnagar (AP) 
(Ant hergoan-And hra Pradesh)—Cot- 
ton fabrics—350 powcrlooms (NU). 

Paper Si Pulp 

M/s Western India Paper and Board 
Mills (P) Ltd: Lai Bahadur Shastri 
Marg, Vikhroli, Bombay-83. (Maha¬ 
rashtra)—Mill Board—4800 tonnes pa 
(COB): M/s The South India Paper 
Mills (P) Ltd: Chikkayaa Chatra, PO 
Nanjangud, (Chikkayana, Chatra - 
Mysore)—1. MG Paper Sc MF paper 
and board-—3800 tonnes pa, 2. Pulp ~ 
3800 tonnes pa (COB). 

Vanaspati 

M/s Sonil Raj Industries Merchant 
Chambers, 41, New Marine Lines. 
Bombay-20 (BR) (Bhavnagar-Gujarat) 
-•Vanaspati - 25 tonnes per day. 
(COB). 

Leather & Leather Goods 

M/s M. R. M. Ramaswamy Chet liar 
& Co: Karugambattur, Vellore—NA 
Distt (Tamil Nadu)—E. J. tanned skns 

- 4.2 lakh pieces pa (COB) 

Glass 

M/s Hind Lamps Ltd: Shi ko ha bad 
Distt Mainpuri (UP) (Shikohabad-UP) 

— Glass Shells for GLS lamps—16.8 
million pieces per annum (Total capa¬ 
city of the undertaking will be 48 
million pieces pa inclusive of this addi¬ 
tional capacity). 

Ceramics 

M/s Hiikari Potteries (P) Lid: Chou- 
dhury Bldg, K. Block, Connaughi 
Circus, New Delhi. (Faridabad-Har- 
>ana) Stone Ware Crockery—2.400 
tonnes pa after expansion. (SE). 

Cement 

M/s The Associated Cement Com¬ 
panies Ltd: Project Planning and Sales 
Division, Cement House, 121 Maha- 
rishi Karve Rd, Bombay-20. (Chai- 
bassa—Bihar).—Portland and Portland 
blast furnace slag cement—total capa¬ 
city—7,82,000 tonnes pa. (COB); Dir¬ 
ector, UP Government Cement Fac¬ 
tory: Dalla, Distt Mirzapur, UP 

(Dalla- U P)— Portland Cement—432,000 
tonnes per annum. (COB). 

Defence Industries 

M/s National Rifles Ltd; Village 
VinzoL Near Valva Railway Station, 
Taluka—DascroL Ahmeda bad. (Guja¬ 
rat)—(0 CO# cadet rifles--17*000 nos 
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pa, (/O CO* single pistols—2.000 nos 
pa, («0 Co a junior rifles—2,000 nos 
pa (<*’) Coa match rifles—1,000 nos 
pa (COB). 


LETTERS OF INTENT 


Ferrous Industries 

M/s Haryana State Industrial Deve¬ 
lopment Corporation Ltd: Bank of 
India Bldg, Sector-17, Chandigarh. 
(Mohindergarh-Haryana)—Steel Bill¬ 
ets from Scrap—50,000 tonnes pa 
(NU); M/s Hind Wire Industries Ltd: 
P-16, Kalakar St, Calcutta-7 (Calcutta- 
West Bengal)—Fine Galvanised Steel 
Wire, 20 gto 30 g—100 tonnes pa(NA); 
M/s Bridgestone Co (P) Ltd: B-28, 
Industrial Estate, Sanathnagr, Hyder¬ 
abad-18 (Andhra Pradesh)—-Socketh 
Head and Allen cap head machine 
screws—800 tonnes pa (NU). 


Electrical Equipment 

Shri D. D. Lakhanpal: Ashyana, 15th 
Road, Khar, Bombay. (Bombay- 
Maharashtra)—Magnetic Recording 
Tapes—40 million running ft pa (NU); 
Shri D. D. Lakhanpal: Ashyana, 15th 
Road, Khar, Bombay. (Bombay- 
Maharashtra*—Tape Recorders—J0,000 
nos pa (NU); M/s Amco Batteries Ltd: 
Mysore Road, Bangalore-26 (Bangalo¬ 
re-Mysore)—Under-water Marine Bat¬ 
teries—2 nos (2000 Cells). (NA); M/s 
Venus Electrical Industries (P) Ltd: 
34/10, Ballvgunge Circular Rd, Cal¬ 
cutta-19 (Mahcstala) 24-Parganas- 
Wcst Benga)—Train lighting. Pygmy, 
Night Colour decoration and Candle 
lamps (except the items reserved for 
small scale sector)—3 million nos pa 
(NU); Shri Pro deep Kumar Parkh, C/o 
Atul Corporation: 22, Zcniabad, little 
Gibbs Rd, Bombay-6. (Bombay-Maha 
rashtra)—Tape Recorders—10,000 nos 
pa (NA); M/s Tclefunken India Ltd: 
G-4, South Extension, New Delhi. 
(New Delhi—Delhi)—Tape Recorders 
—10,000 nos pa (NA), 

Telecommunications 

M/s Indian Telephone Industries Ltd!: 
Doorwani Nagar, Bangalore. (Naini- 
UP)—Telephones and allied equip¬ 
ment—5.5 lakhs nos pa (NU); M/s 
Neolux Electrical Industries (P) Ltd: 
34/1-B, Ballygunge Circular Road, Cal¬ 
cutta-19 (24, Parganas-Wcst Bengal)— 
Telephone Switch Board Lamps—4.5 
million nos pa (SE). 

Transportation 

M Ji Associated Engg. Works Ltd: 


Kashmere Gate, Delhi. (Haryana)— 
(0 Hydraulic Jacks (U to 250 tonnes) 
—80,000 nos pa. Hi) Shock absorbers— 
1,20,000 nos pp (Nil); M/s Jessop & 
Co Ltd: 63, Neuiji Subhas Road, 
Calcutta-1. (West Bengal)--Traction 
gears—2500 nos pa (NA); M/s Puria- 
tor India Ltd: Hauz Khas, PO Yusaf 
Sarai, New Delhi-16. (Hauz Khas— 
Delhi)—(/) Filter assemblies-' 2.80,000 
nos pa, ('/) Filter elements—20,00,000 
nos pa (SE); M s Standard Radiators 
(P) Ltd: Industrial Estate, Baiodu-3. 
(Baroda-Gujurat) -Thermostats (Bel¬ 
low & Wax T\ pc elements)--1.00.000 
nos pa (NU); M s Standard Radiators 
(P) Ltd: Industrial Estate Baroda-3. 

(Ba roda—G u ja rat)— Rad i at o r s — 24,000 
nospa(NU); Ms UP. State Industrial 
Corporation Ltd: Directorate of indus¬ 
tries Building, 117/420, G.T, Road, 
PB No 413, Kanpur-2. (Unnao or 
Sandila-UP)— Scooters-— 24,000 nos 
pa (NU); M/s UP Scooters Ltd: 79/ 
10, Latouchc Road, Kanpur-1. (Un- 
nao-UP)—Scooters of 150/175 CC 
24,000 nos pa (NU); Shri Gurmect 
Singh: C-550. Defence Colony, New 
Delhi. (Faridabad, Haryana, Ghazia- 
bad/UP/Delhi)—Shock Absorbers—4 
lakhs Nos pa (NU); M/s Prcm Nath 
Motors (P) Ltd: Scindia House, New 
Delhi. (Naraina-Delhi)—Pistons, pis¬ 
ton rings, and piston pin - 5 lakhs nos 
50 lakhs nos. 5 lakhs nos, per annum 
respectively. (NU); M/s Central Trad¬ 
ing Co: 137, Canning Street. Calcutta-1. 
(Gurgaon-Haryana)— Pistons—6 lakhs 
nos pa, Piston rings—30 lakhs nos pa, 
Piston pins—6 lakhs nos pa (NU); M/s 
Dhawan Motor Co: Laiouche Road, 
Kanpur, (Kanpur-UP)—(/) Pistons—3 
lakhs nos pa, (/'/) Piston rings—30 lakhs 
no pa, (z/7) Piston pins—3 lakhs nos pa 
(NU); M/s Vajrangunak: S No 362-A, 
Uchagaon, Distt. Kolhapur (Karvir- 
Maharashtra)—(/) Pistons—5 lakhs 
nos pa, (/V) Piston rings—60 lakhs nos 
pa (NU): Shri Vinay Kodordas Shah: 
59, Walkeshwar Road, Bombay-6. 
(Lonvala-Maharashtra)—Piston Rings 
—30 lakhs nos pa (NU); M/s Sri Ram- 
das Motor Transport (P) Ltd: Subhas 
Road, Kakinada. (Kakinada-Andhra 
Pradesh)—(/) Water pump shafts— 
36,000 nos pa, (/V) Engine bedding 
bolts—15,000 nos pa, (iii) King pm 
thrust washers—30.000 nos pa, (iv) 
Wheel bolts-—6.00,000 nos pa, (r) 
Sacklc pins—2,40,000 nos pa, (ri) 
Oil seals (cogcr crank shaft rear end) 
— 18,000 nos pa, (r«) King pin units— 
1,02,000 nos pa, (v/7/> Shaft pump- 
driver and oil pump gear—60,000 nos 
pa, (/x) King pin thrust bearings— 
18,000 nos pa, (a) King Pin bushes- 
72,000 nos pa, (xi) Misc. items 2,67000 
nos (after expansion) (SE); M/s Gleit- 
lagers (India) Private Ltd: Mane Man¬ 
sion, 16 Old Custom House Road, 
Fort, Bombay. (Maharashtra)—Thick 
walled bearings bushes—10 lakhs sets 


pa (after expansion) (SE). 

Industrial Machinery 

M/s Ahmedabad Victoria Iron Works 
Co Ltd: Dudheshwar Road, Ahmeda¬ 
bad. (Ahmedabad-Cujarat)-(/) Mufti 
stage continuous wire drawingmachines, 
</7) Block type wire drawing machines, 
—20 sets valued at Rs 10 lakhs pa, 
(NA); M/s Jessop & Co Ltd: 63, Netaji 
Subhash Road, Calcutta-]. (West 
Bengal)—Paper making plants—2 nos 
valued at Rs 1800 lakhs pa. (NA); M/s 
Jessop & Co Ltd: 63. Netaji Subhash 
Road. Calcutta-1. (West Bengal)— 
Escalator 10 Units pa (NA); Shri 
Rajcndra Kumar Rajgarhia: B-104, 
Greater Kailash, New Delhi. (Ghazia- 
bad- U P)— Grind i ng W heels— 1000 

tonnes pa, (NU); MN Standard Batte¬ 
ries Ltd: Vakala, Santacruz, Bomhay- 
55-AS. (Bombay-Maharashtra)—I. Self 
propelled high l*ft passenger loader— 
100 nos pa, 2. Scissor type maintenance 
platform—100 nos pa, 3. Telescopic 
maintenance platform—30 nos p*i, 
4. Telescopic working platform—40 
nospa (NA); Smt. Sandhya Majumdar: 
1-24, Maharani Bagh, New Delhi-14. 
(Chandigarh Admn-Chandigarh) — 
Reverse osmosis desali nasal ion and 
water purification plants-- 400 plants 
pa (valued at Rs 2 crorc*). (NU), 

Machine Tools 

M/s R H. Windsc/r India Ltd: E-6, 
U. Road Thana Industrial Estate, 
(Thana-Maharashtra)—(a) Substantial 
expansion ; (/) Injection moulding 

machines—expansion from 108 nos 
to 220 nos pa, ( ii ) Extruders and take** 
off equipment—expansion from 60 
nos to 120 nos pa, (b) New articles : 
Blow moulding machines (for mfr 
of blown bottles from H.D. Polyethy¬ 
lene and PVC and other thermo-plastics 
in diiferent capacities upto 100 litres— 
60 nos pa (N A/Sf:); ShriS. D. Munshi: 
3, Chateau Marine, Marine Drive, 
Bombay. (Andheri-Maharashtra)—■ 
l.S. machines—7 nos pa (NU); M/s 
Em hart Corporation: C/o Shri O. N. 
Parckh, Vithal Society, Navapura, 
Baroda. (Haryana-Gujarat-Maharash- 
tra )*-—(/) Automatic glass bottle/contain- 
ner manufacturing machines, viz l.S. 
(individiaul section) machine—15 nos 
each pa, (//) Ancillaries for the above 
viz. Forehearths Feeding machines. 
Annealing and Decorating lehrs, Batch 
chargers and loaders cross conveyors 
and rare transfers—15 nos each per 
annum (NU). 

Agricultural Machinery 

M/s Dhanda Engineers (P) Lid: 
Industrial Area, Faridabad (Haryana) 
(Haryana)— Agriculture Tractors (In- 
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digenous)*—(25 to 50 HP)—5*000 nos 
pa (NA) 

Engg. Industries 

Shri K. R. Subramanian: 36 t West 
Circular Road, Kanodavallipakkam 
Madras-38. (Tamil Nadu)—Hacksaw 
Blades—40, lakhs nos pa (NU); Uttar 
Pradesh State Indutrial Corporation 
Ltd: Directorate of Industries Bldg, 
117/420, GT Road, P.B No 413, Kan¬ 
pur (UP)—Razor Blades—600 million 
nos pa (NU): M/s Central Magnet 
Wire Products (P) Ltd, 35, Vithal Das 
Road, 3rd Floor, Bombay. (Ratiam— 
Madhya Pradesh) Dies Sc Moulds— 
Rs 30 lakhs per annum (NA); Shri N. 
Ramaswamy, 4 ‘Meenakshi'’, 27A, Ed¬ 
ward Elliots Road, Madras-4. (Guindy 
or Ambaltur—Tamil Nadu); (/) Gear 
shaping cutters—3300 nos pa; (//) 
Gear-Hobs—2050 nos pa (NU). 


Office and Household Equipment 

M/s The Hyderabad Allwyn Metal 
Works Ltd, Sanatnagar, Hydcrabad-18 
(Hyderabad-AP)—Bottle Coolers— 
1000 nos pa (NA) 

Chemicals 

M/s Dhamgadhra Chemical Works 
Ltd; 4 Nirmar 3rd Floor, 241 Backbay 
Reclamation, Nariman Point, Bom- 
b^y-l. (Sahupura-Tamil Nadu)—He- 
xachloroethane—500 tonnes pr (NA); 
M/Anilinc Dyestuffs and Pharmaceu¬ 
ticals (P) Ltd: Mahalaxmi Chambers, 
2nd floor, 22, Bhulabhai Desai Road, 
Bombay-26 (Bombay-Maharashtra)— 
Alkylated Phenols (i.e. Nonyl Phenol, 
Octyl Phenol and Heptyl Phenol)—1000 
tonnes pa (NA); M/s Nuchem Plastics 
Ltd: 54, Industrial Area, Faridabad 
(Haryana) ( Haryana)—(/) U.F, Mould¬ 
ing Powder—Expansion from 2400 ton¬ 
nes to 3800tonnes pa; (//) M.F. Mould¬ 
ing Powder—Expansion from 1000 
tonnes to 1200 tonnes pa (SE); M/s 
Shalimar Paints Ltd: 13-Camac Street, 
Calcutta-17 (Bangalore-Mysore)—(i) 
Paints, Enamels. Varnishes and NC 
Lacquer —6600 tonnes pa, (//') Synthe¬ 
tic resins (for captive consumption 
only)—600 tonnes pa (NU): M/s 
Bayer India Ltd; 82, Veer Nariman 
Road, Bombay-20-BR—Aromatic, Die- 
Isocyanate— 6,000 tonnes pa (NU); M/s 
Gluconate Ltd: 23, Camac Street, 
Calcutta-16 (Nagpur-Maharashtra)— 
Pethidine Hydro Chloride—expansion 
from 250 Kgs to 500 Kgs pa (SE); 
M/s Baroda Rayon Corp Lid: Great 
Western Building, 130/132, Apollo 
Street, Fort, Bombay-1. (Surat-Guja- 
rat)—Rayon iilamcnt yarn—expansion 
from the existing capacity to 6,380 
tonnes pa (SE); M/s Amar Dye-Chem 
Ltd: Ran Udyan, Sitaldevi Temple 


Road* Mahim, Bombay-16. (Gujarat) 
—Toluene Dic-Isocynate—3000 tonnes 
pa (NU); M/s Kanoria Chemicals and 
Industries Ltd: 9, Brabourne Road, 
Calcutta-1. (Maharashtra)—Toluene 
Di-Isocynate—3,600 tonnes pa(NU); 
Shri A.S. Dave: Behind Bhagirath 
Palace, Chandnt Chowk, Delhi, (Delhi) 
Oxygen gas—2.45 million cubic meters 
pa (NU): M/s Pawan Kumar Sc Bros: 
5139/90, Sadar Bazar, Delhi-6 (Delhi)— 
Do; M/s Munjal Gases: G. T. Road, 
Ludhiana (Ludhiana-Punjab)—Oxy¬ 
gen Gas—Additional capacity of 0.432 
million cubic meters pa (SE); M/s 
Hindustan Ashoka Gases: Mandi Gob- 
indg&rh (Punjab) (Mandi Gobindgarh- 
Punjab)—Oxygen Gas—0.45 million 
cubic mciers pa (NU). 

Drugs Sc Pharmaceuticals 

Shri P.J. Menezes: Rua S. Tome, 
Panjim Goa. (Goa)—(i) Levophcd from 
pyrocatechol — 8 kgs pa., (ii) Phenyle¬ 
phrine Hydro-chloride from Meta 
Hydroxyacctophenone—50 kgs pa., 
(iii) Sodium polyphdroxy Alluminium 
Monocarborate, Hoxitol complex 
from Alluminium Chloride and Mag¬ 
nesium Choloride — 20 tones pa., (iv) 
Glycobiarsol U.S.P. from Arsanilic 
acid — 2.5 tonnes pa., (v) Naledixic 
acid — 2-5 tonnes pa., (NU). 

Paper Sc Pulp 

M/s The Ballarpur Paper and Straw 
Board Mills Ltd, (Shri Gopal Division): 
Thaper Thapar House, 124. Janpath, 
New Delhi-1. (Yamunagar-Haryana)— 
Pulp and Paper — Additional capacity 
of 5150 tonnes pa., (SE); M/s The 
Andhra Pradesh Paper Mills Ltd, 
Shrceniwas House, Waudby Rd., Fort: 
Bombay. (Rajamundry-Andhra Pra¬ 
desh) - Pulp and Paper — Expansion 
of 45,000 tonnes to 60,000 tonnes pa., 
(SE); M/s Rohtas Industries Ltd, P.O. 
Dalmianagar, Bihar. (Dalmianagar - 
Bihar)-- (i) Pulp—65,000 tonnes pa., (ii) 
Printing writing paper —50,000 tonnes 
pa., (iii) M.G. paper and Paper Board— 
15,000 tonnes pa., (SE); M/s Cartons 
and Packages (P) Ltd: Shri Shashi Pra- 
kash Top Floor, 15-A, Harniman Circle 
Fort, Bombay-1. (Maharashtra)—Lami¬ 
nated Papers and Board—3000 tonnes 
pa., (NU); M/s Siddho Mai Paper Con¬ 
version Co, Siddho Mai Building, 
Chavvri Bazar, Delhi-6, (UP)—M. G. 
Packing and Wrapping Paper --3.600 
tonnes pa., (NU); M/s Jayant Paper 
Mills Ltd: 30, Western India House, 
Sir P.M. Road, Bombay-J. (Utran, 
Gujarat)—Kraft liner, wrapping and 
packing paper base paper for textile 
tubes and cones, liner Boards, duplex 
boards and triplex board — Expansion 
from 67,000 tonnes to 15720 tonnes 
pa. (SE); M/s Ajanta Paper and 


General Products (P) Ltd: Vadavali, 
P.O. Kalyan, Maharashtra. (Kalyan* 
MaharasthraK-Wrapping and Packing 
Tissue Paper—Expansion from 1800 
tonnes to 7800 jtonnes pa., (SB); M/s 
The Arvind Boards and Paper Products 
Ltd: Antaija, Bilimora, (W, Rly) Distfc. 
Bulsar. (Gujarat)—Writing and Printing 
paper; kraft paper of all sorts such as 
Manifold, Bond, Manila, Off set etc,— 
10000 tonnes pa., (NU); M/s The Ballar- 
pur Paper and Straw Board Mills Ltd: 
(Ballarpur Division), Thaper House, 
124, Janpath, New Delhi-1. (Ballarpur- 
Maharashtra)—Pulp and Paper—Addi¬ 
tional capacity 7200 tonnes pa., (SE); 
M/s Bombay Paper Mfg. Co: 109, 
Shaikh Memon Street, Bombay-2. 
(Combivati-Maharashtra)—M.G. Tissue 
Paper—Additional capacity—600 ton^ 
nes pa.,(SE); M/s Titaghur Paper Mills 
Co, Ltd: Chartered Bank Building* Cal¬ 
cutta-L (Titaghur-West Bengal) and 
(Choudwar-Orissa)—(i) Titaghur Unit— 
Paper Sc Pu^p—Additional capa¬ 
city of 6500—tonnes each per 
annum, (ii) Choudwar Unit ,—Pulp 
and Paper — Additional capacity of 
4000 tonnes each pa., (SE) M/s Paper 
Sc Pulp Conversion Ltd: 1183, Sivaji- 
Nagar, Fergusson College Road, Poona- 
5. (Khopoli-Maharashtra)—Paper and 
Pulp Board — Additional capacity of 
— 3500 tonnes pa., (SE); M/s Paper Pro¬ 
ducts Ltd: 13-14/Ajmerc Gate Exten¬ 
sion, New Delhi-1. (Bombay-Mahara¬ 
shtra)—Pulp and Paper—Additional 
capacity—3200 tonnes each pa., (SE); 
Shri Manharlal Ochhavlal Parekh: C/o, 
M/s R. Ochharlal Sc Co, 694, Khdia 
Char Rasta, Ahmedabad. (Gujarat)— 
Light weight paper, kraft paper, tissue, 
blue match paper and base paper— 
4500 tonnes pa:, (NU); M/s Rajendra 
Paper Mills: Akash Deep Barakhamba 
Road, New' Delhi. (Faridabad/Haryana) 
—Pulp & Paper — Additional capacity 
2000 pa., (SE) ;M/s Delhi Pulp 
Industries: Akashdeep, Barakhamba 
Road, New r Delhi-. (Faridabad-Haryana 
—Pulp Sc Paper—Additional capacity 
2000 ton- nes pa., (SE). 

Shri B. Narayanamurthy: Chief Pro¬ 
moter Mandasa Co-operative Agricultu¬ 
ral and Amadalavalgsa, Distt. Srikaku- 
lam. (Andhra Pradesh). (Mandasa-An- 
dhra Pradesh)—Sugar — cane crushing 
capacity—1250 tonnes per cay. (NU). 

Food Processing Industries 

Shri J.P. Goenka; 211, Golf Links, 
New Delhi-3. (U.P.)—(i) Milk Food for 
infants — 2500 tonnes pa. (ii) Skim/ 
whole milk powder— 1500 tonnes pa, 

(iii) Condensed milk—1500 tonnes pa, 

(iv) Butter/Ghee—500 tonnes pa. (NU); 
M/s Kaira Distt, Co-operative Milk 
Producers Union Ltd, Anand (Gujarat). 
(Anand-Gujarat) — Babyfood — Expan* 
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sion from the existing capacity of 10,000 
tonnes pa., to—11750 tonnes pa., (SE). 

Glass 

Shri D.R. Sondhi, bf-37, Panch ShiJa 
Park, New Delhi. (Faridabad/Ballab- 
garh—-Haryana)—Lenses for head¬ 
lamps for all types of vehicles i.e. car 
and other light vehicles, motor cycles, 
scooters and tractors and glasses for 
marine lighting, signalling equipment 
and glasses for road traffic signals— 
10 lakh pieces pa., (NU). 

Ceramics 

M/s The Kerala Ceramics Ltd: Kun- 
dara, Kerala State. (Kundara-Kcrala) 
—(i) Chinaware and pottery — 1440 
tonnes after expansion, (ii) L.T. Insu¬ 
lators—120 tonnes pa., (SE); M/s Orissa 
Industries Ltd, P.W. Barang, Distt. 
Cuttack (Orissa). (Rourkela-Orissa)—. 
Basic Refractories of all types inclu ding 
castables, plastic ramming masses and 
mortars—50,000 tonnes pa. (NU). 

Cement 

M/s B.N. Talwar Sc Bros: 5, Scindia 
House, New Delhi-1. (Uttar Pradesh)— 
High Pressure wire woven abshestos 
Jointings — 600 tonnes pa., (NU). 

Misc. Industries 

M/s Kerala State Industrial Develop¬ 
ment Corporation Ltd: P.B. No. 105, 
Vallayambalam, Trivandram-1. (Kerala) 
-—Cigarettes—4500 million pieces pa., 
(NU). 

CHANGES IN NAMES OF 
OWNERS OR UNDERTAKINGS 

(Information pertains to particular li¬ 
cences only) 

From M/s Zell-Ate (P) Ltd, Bom¬ 
bay-!, to M/s Zell-Ate Ltd, Bombay. 

LICENCES REVOKED OR 
SURRENDERED 

(Information pertains to particular li¬ 
cences only) 

M/s Saru Engineering Corp., Meerut. 
(UP)—Caste Iron Spun Pipes. Shri RL 
Rajgarhia, Orient Steel Sc Wire In¬ 
dustries (P) Ltd, Calcutta.—(i) Tool 
Cutter Grinders, (ii) Surface Grinders. 
M/s Pesticides Ltd, 134-141, Indus¬ 
trial Estate, Bombay-67-NB.—Parathin. 
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Save 

with 

grace 

Linoleum floor-coverings are an economic 
investment. Linoleum endows your home 
with a graceful decor. By retaining its 
striking elegance for years, it saves you 
so much in repair and renovation costs,... 
you’ll need a whole elephant to sen e 
as a piggy-bank! 
Stain-proof, easy to clean and polish* 
Linoleum comes in a wide range of colours 
and designs. Choose yours. 

LINOLEUM 

The versatile floor-covering ■ For better living 

India Linoleums Lid., 
P.O. BirUtpur, 24 Parganas, Wem Bengal. 
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COMPANY MEETINGS 


GLAXO LABORATORIES (INDIA) LIMITED 

Chairman’s Statement 

The following is the statement of Mr- J.S. Raj, Chairman of 
Glaxo Laboratories (India) Limited, for the year ended 30th June 
1971 to the members : 


During the year ended 30th June, 
1971, the sales of your Company's 
products continued to increase but net 
profits before taxation dropped sharply. 
These results stem partly from the eco¬ 
nomic conditions during the year under 
review and partly from the cost-price 
squeeze under which your Company 
has now to operate. 

The Economic Environment 

The recession which had gripped the 
industrial sector lor the past several 
years showed signs of lifting in 1970. 
Together with the process of recovery 
there was a rise in the demand for 
materials needed by industry but, in 
the absence of increased production 
the inflationary trends continued and a 
pronounced increase in price level 
followed after the relative stability of 
the preceding two years. Although we 
had another good harvest of food 
grains, the production of cash crops 
showed no increase. More serious were 
the shortfalls in the output of basic 
materials essential for industrial growth. 
These shortfalls, coupled with the ten¬ 
dency for wages to rise without a co¬ 
responding increase in productivity, 
continued to inhibit industrial growth. 
As a result, the imbalance between 
agriculture and industry became more 
marked and the rate of growth in indus¬ 
trial production this year fell sharply. 

In this context the policy of credit 
stringency followed by the Reserve 
Bank of India has assumed considerable 
significance. Since the nationalisation 
of banks, the diversion of credit to the 
agricultural sector and other curbs on 
industrial borrowings have steadily 
widened the gap between the supply of 
funds and industry’s demand for them 
for its day to day working. As a result, 
many industrial units which are cap¬ 
able of increasing production quickly 
to relieve shortages, find it difficult to 
utilise their capacities effectively with¬ 
out adequate cash resources. 

The position is no better with respect 


to the adequate supply of long-term 
finance, without which indust rial growth 
is impossible. When large industrial 
units turn to Government financial 
institutions for their capital require¬ 
ments, they have again to contend with 
the low priority accorded to their needs. 
Furthermore, the recent guidelines is¬ 
sued by Government have linked major 
borrowings with the conversion of 
Joans into equity. This requirement is 
calculated to affect adversely the inte¬ 
rests of the existing shareholders, parti¬ 
cularly if a large proportion of the 
capital of the company concerned has 
to be converted at an inordinately low 
price. In the past. Government financial 
institutions have normally acted in a 
fair ^nd constructive manner. It is 
hoped that the same enlightened ap¬ 
proach will continue U> govern their 
exercise, where necessary, of conver¬ 
sion rights, and that due regard will be 
given to the interests of all the share¬ 
holders before these rights are exer¬ 
cised. 

Although high hopes had been held 
out that the Union Budget would 
provide the necessary impetus for acce¬ 
lerating industrial growth, the Budget 
has not only imposed further burdens 
on the corporate sector, but has remov¬ 
ed valuable incentives for growth. The 
more prominent amongst these arc the 
withdrawal of the development rebate 
by May 1974. the dilution of the tax 
holiday for new industries, and the 
exclusion of certain key activities from 
the list of priority industries. At a 
time when financial stringency has 
curtailed industrial investment the new 
provisions are likely to generate further 
inflationary pressures and discourage 
long-term financial commitments. 

The Pharmaceutical Industry 

The two most recent development of 
importance to the industry are un¬ 
doubtedly the Drugs (Prices Control) 
Order and the Patents Act. Pharmaceu¬ 
tical units have now, had one full year 



Mr. J. S. Raj 

of operation under the new Price 
Control legislation. The uncertainties 
resulting from Government pronounce¬ 
ments during the previous year affected 
not only the business of the industry 
but succeeded in creating an entirely 
false impression in the minds of the 
people that pharmaceutical companies 
have been making extortionate profits 
from life-saving drugs. Far from gene¬ 
rating unconscionable profits, the ceil¬ 
ings on selling prices, controlled so 
vigilantly by Government, are required, 
year after year, to absorb the unchecked 
increases in the cost of materials and 
wages. Then again, with i he increasing 
involvement of the pharmaceutical in¬ 
dustry in local research and develop¬ 
ment, large investments will be demand¬ 
ed year after year for an activity where 
there is 1*tile possibility of adequate 
return over a reasonable period of time 
for the prolonged expenditure and hard 
work put into it. When, once in a long 
while, a drug of value is successfully 
developed and can be put on the market 
on a commercial basis, the company 
concerned and its shareholders have 
every right to expect that the large 
sums expended over the years for the 
drug's development, clinical trials and 
promotion will now be iccovcred. 

Research and development on drugs 
is still in its infancy in India and we have 
still to rely on the fruits of the research 
made over extended periods by the 
foreign associates of Indian companies. 
From this point of view, the impact of 
the Patents Act, 1970, on the future 
growth of the Indian pharmacutical 
industry causes much concern. The new 
curtailment on the life of patents and 
other restrictive provisions in the law 
will result virtually in the negation of 
adequate patents protection in the 
country. There can be little doubt 
that in view of the new conditions, the 
registration of new patents in India will 
fall substantially in the future. Hence, 
for some time at least, we shall 
have to lose the benefit of up-to-date 
foreign technology which has hitherto 
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sustained the spectacular progress of 
the Indian pharmaceutical industry. 

The Company’s Operations 

It is inevitable that the first year of 
operation under the Drugs (Prices Con¬ 
trol) Order should be essentially a 
period of adjustment for your Com¬ 
pany, For several months earlier in the 
year, your Company’s sales were 
adversely affected by the confusion 
generated in the market by the with¬ 
holding by dealers of their orders 
pending clarification of certain aspects 
of the Order. 

For most of the financial year the 
Company was obliged to accept a num¬ 
ber of downwards price revisions. It 
was not until January 1971 that we were 
able to implement a small number of 
very necessary price increases. The im¬ 
provement in turnover can be expected 
to continue, barring unforeseen circum¬ 
stances. Consistent with the objective 
of every company that its activities 
should be commercially viable and 
should carry the prospects of reasonable 
profits for its shareholders, your Com¬ 
pany has always adopted the policy of 
ensuring that its products are made 
available to the public at acceptable 
prices. In t he furtherance of this po¬ 
licy, our efforts run parallel with the 
Government’s own objectives and I 
am glad to record that this has been an 
important reason for our continued 
good relations with the authorities. 

Your Company’s management has 
given due recognition to the long-term 
effects of the new ceilings on prices. 
Wherever possible, determined efforts 
are being made to rationalise and 
modernise available facilities to help 
offset or, at least, minimise the adverse 
effects of price control. Your Com¬ 
pany believes tha*, by accepting swiftly 
the new environment created by the 
recent legislation and by aligning itself 
*o the objectives it seeks to achieve, your 
Company’s pharmaceutical activity can, 
with good reason, look forward *o a 
period of continued growth. Plans 
have also been launched for diversi¬ 
fication and expansion in other direct¬ 
ions. 

The main factor in the erosion of the 
year’s profits, however, has undoubted¬ 
ly been the sharp increase in material 
costs. The canalisation of imports of 
bulk drugs through the STC and the 
system of “pooled prices” for many 
essential materials has taken heavy 
toll of our resources. There has been 
a sharp increase in the cost of raw 
materials bought from the Corporation 
and from IDPL, and from the National 
Dairy Corporation. Higher duties on 
packing materials, notably tin-plate. 


EASTERN ECONOMIST 

also account for a sizeable increase in 
costs. 

In exports also, your Company has 
been confronted with increasing losses 
Although there was an increase this 
year of 22 per cent in the value of our 
exports, this trend has been maintained 
by your'Company only at a consider¬ 
able loss to itself. It is essential that the 
export policy should be consistent and 
assured for a reasonable period of 
time, if India wishes to get a share of 
the growing overseas markets. There 
is an urgent need to liberalise export 
incentives for products like drugs and 
pharmaceuticals so that they can com¬ 
pete effectively against the products of 
other countries. It must be realised 
that our exports have to face competi¬ 
tion in international markets from the 
latest and most sophistcated products. 
In order to make headway against ex¬ 
ports from other countries which are 
already well-established, it is imperative 
that Government should give Indian 
exporters its whole-hearted and mas- 
si vp support at all times. Your Com¬ 
pany's main item of export is beta- 
ionone, which accounts for nearly a 
quarter of the country’s exports of 
pharmaceutical intermediates and raw 
materials. While beta-ionone exports 
have always had to be effected at some 
loss to your Company, the increase in 
such losses are mounting year by year 
and are by no means compensated by 
the incentives provided by Govern¬ 
ment . 

Your Company is fighting an up¬ 
hill battle against all these trends with 
every resource at its command. Meas¬ 
ures to improve productivity and reduce 
costs are being continually introduced 
to lessen the impact of price rises. The 
process of modernisation and re-organi¬ 
sation begun some years ago is being 
accelerated. At the same time, the effi¬ 
ciency of the Company’s marketing 
and sales services has been significantly 
improved during the year. New distri¬ 
bution centres have been opened and 
several new products have been intro¬ 
duced this year. The most notable 
amongst these is CEPORAN, possibly 
the most outstanding antibiotic disco¬ 
very of recent years and a life-saving 
drug of immense value in the treatment 
of a wide spectrum of diseases. Ano¬ 
ther is AIRBRON, a mucolytic agent 
used in combating dangerous compli¬ 
cations following thoracic surgery. We 
have also added significantly to our 
existing range of products with the 
introduction of RBTNETON, an anti¬ 
allergic drug, and other betamethasone 
formulations. Amongst our food pre¬ 
parations, the testmarketing of 
GLAXOSE-D Energy Tablets has in¬ 
dicated there is considerable potential 
for this type of product. 

Out capital investments have also 
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been heavy. A sum of Rs 1,5 crorcs 
was spent last year on planned pro¬ 
jects. This included the establishment 
of our new Research and Development 
Centre at Thana which was opened in 
January, The Centre comprises tour 
separate units devoted to chemicals 
research, pharmacy research, foods re¬ 
search and analytical control. Your 
Company realises the need for a strong 
and diversified research effort and, 
with this requirement in mind, the fruits 
of research in the fields of chemicals 
and foods will, it is hoped, help in the 
development of new products over the 
years to nourish the different tines of 
the Company's activities, 

A new indigenous process for the 
production of betamethasone, our corti¬ 
costeroid speciality, has been develop¬ 
ed by scientists of your Company work¬ 
ing over many years in close collaborat¬ 
ion with their colleagues in associated 
companies of the Glaxo Group in the 
UK. During the past year, a notable 
milestone at the Thana factory was the 
change of route to incorporate this new 
process. The change involves the substi¬ 
tution of hecogenin, an imported mate¬ 
rial of considerable value, bydiosgenin 
which is indigenously available, The 
new route will effect significant saving 
in foreign exchange. I have drawn 
attention to this feature at sonie 
length because it is important to bring 
to your attention the role your Com¬ 
pany is playing in the sphere of research 
and development. Your Company 
considers research and development to 
be an integral part of its activities and 
believes that the growth of the Com¬ 
pany’s business should be accompanied 
by a corresponding involvement in 
research and development based on 
foundations firmly laid in Indian condi¬ 
tions. At the same time, the value of 
new imported technology and expertise 
cannot be underestimated, particularly 
in pharmaceuticals, where increasing 
sophistication quickly accelerates the 
obsolescence of relatively new drugs. 
Until now, we have been fortunate in 
having at our command an unsurpassed 
pool of technology available on an 
international basis through our colla¬ 
borators in the U.K. The access to 
this developing know-how has played 
a vital role in our successful growth in 
the past and has helped us to maintain a 
leading position in the pharmaceutical 
industry. 

Our programme of expansion and 
diversification continued satisfactorily 
during the year. We have received in¬ 
dustrial licences to effect a substantial 
expansion in the production of vitamin 
A and to 4 ‘carry on business” in the di¬ 
versification of our range of laboratory 
chemicals. Permissions have also been 
received for increasing the output of 
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calcium sennosides and bela-ionoac. 

In the context of the Company's 
achievements and progress during the 
year, a reference should also be made to 
the great value derived from computeri¬ 
sation. Programming work on your 
Company's computer was initiated about 
three years ago am! the first phase has 
now been successfully completed. The 
computer is now in lull commission 
and is furnishing information of great 
value in every area, including up-to-date 
reaction on marketing information. The 
computer is already proving to be a 
great boon in decision-making by your 
management and is helping to give 
meaningful direction to the Company’s 
future plans. 

Our efforts to adapt the Company's 
operations to face the challenges which 
lie ahead have been considerably faci¬ 
litated by the sobriety and understand¬ 
ing of our problems shown by the staff. 
A new Settlement has now been agreed 
with the Employees Union at Bombay. 
Its successful conclusion reflects the 
acceptance by the employees of the 
new environment in which your Com¬ 
pany now f operates. It also indicates 
an appreciation of* the need to main¬ 
tain tne improvement in productivity 
to meet new challenges to the Company 
as they arise. 

It has been necessary to dwell at 
some length upon the difficulties your 
Company has faced last year, but it will 
also be evident, from what has been 
stated, that we have been able to come 
through the critical period with a fair 
amount of success. The measures adopt¬ 
ed by your Company in facing recent 
challenges and the capital investments 
made over the last few years have ap¬ 
proached the stage where they are now 
beginning to pay off. The developments 
in the recent past to which 1 have refer¬ 
red have demonstrated the resilience 
of your Company in reacting quickly 
to changing conditions. Your Com¬ 
pany’s strength lies in its diversity and 
in the contribution it is making in an 
area of vital importance to the country, 
viz. the health and nutritional require¬ 
ments of the people of India and chemi¬ 
cals for research and development. We 
can therefore look forward, with some 
measure of confidence, to the future in 
the knowledge that the demand for 
your Company's products will conti¬ 
nue to increase together with the pro¬ 
gress of the country. 

Board of Directors 

At the Annual General Meeting last 
year you were informed of the impend¬ 
ing resignation of Mr. Iain MacKinnon 
as the Chairman of your Company, 
in view of his increasing responsibilities 
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overseas in the Glaxo Group of compa¬ 
nies. Mr. MacKinnon resigned from the 
Board with effect from the first of Jan¬ 
uary this year. During his assignment 
in India of nearly ten years Mr. Mac¬ 
Kinnon steered the Company through 
several very important phases of its 
development, including the first issue of 
your Company's equity capital to the 
public in India. Mr. MacKinnon’s 
contribution to the progress of the 
Company has been invaluable and, on 
your behalf and on behalf of the Board 
of Directors, I wish to record our deep 
appreciation of his services. 

Dr. E. N. Taylor, a research scientist 
of considerable distinction, joined the 
Board with effect from the 1st January 
1971, and is now in charge of the Thana 
complex including the Research and 
Development Centre there. Dr. Taylor 
obtained his doctorate from the Man¬ 
chester University where he worked 
under the eminent scientist Prof R. N. 
Hazeldinc. Prior to joining Glaxo 
Group in the U.K. he was a member of 
(he Research Division of Imperial 
Chemical Industries Ltd, working on 
Medicinal Speculative Research. For 
the past 6 years, working for Glaxo 
Group, he has been in charge of re¬ 
search and development activities on 
vitamin A synthesis, chemical modifica¬ 
tion of antibiotics, corticosteroids and, 
more recently, cephalosporin which is 
the basic drug for CEPORAN. We 
are very fortunate indeed in having Dr. 
Taylor with us at a most vital stage in 
the Company’s research and develop¬ 
ment efforts and we arc confident that 
with his extraordinary talents in this 
held, your Company’s research and deve¬ 
lopment programme will proceed suc¬ 
cessfully along sound and eventually 
beneficial lines. 

During the year, Mr. H. W. Palmer, 
a non-resident director, and Mr. L. J. 
Wyman, your Company's Technical 
Director, resigned from the Board. 
The former's resignation follows his 
retirement from Glaxo Group in the 
U.K. after 43 years’ service there. Mr. 
Wyman has left your Company to take 
up another appointment in the Group 
in the U.K. Mr. Wyman has been acti¬ 
vely associated with your Company’s 
progress for the last five years during 
which time he has been in charge of the 
Company's basic manufacturing acti¬ 
vities at Thana and, more recently, as 
your Company's Technical Director, 
incharge of the major expansion and 
technical development programmes. He 
has successfully led a dynamic and 
forward looking team oPScientists and 
technicians in your Company in evolv¬ 
ing and implementing the current eff¬ 
orts for modernisation and re-organi¬ 
sation. We are very sorry indeed to 
see him leave our shores and I am sure 
you will join me in expressing our 
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gratitude for his most valuable contri¬ 
bution to your Company and its future. 
We wish both Mr. Palmer and Mr. Wy¬ 
man all succcss e in the coming years. 

Following Mr. Palmer's resignation, 
we are happy to welcome Mr. A. E- 
Bide, who joined the Board from 24th 
September 1971. Mr. Bide is the Vice- 
Chairman of Glaxo Group Limited, 
U.K. and we are particularly fortunate 
in having the benefit of his life-time 
of experience in the pharmaceutical 
industry on our Board. 

In conclusion, J feel sure you will 
wish to associate yourselves with my 
deep appreciation of the devotion and 
industry with which our management 
and staff throughout India have served 
the Company and particularly for the 
excellent effort put in by them during 
the year to overcome the difficulties I 
have referred to earlier. 

5V//-J. $. Raj, 
Chairman 

12th October, 1971 

Registered Office : 

Dr. Annie Besant Road, 

Worli, Bombay-18 WB. 
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Bombay-20. Telephone 291283. 
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THE CALCUTTA ELECTRIC SUPPLY 
CORPORATION LIMITED 

Review by the Chairman 


The Seventy-fourth Annual General 
Meeting of The Calcutta Electric Sup¬ 
ply Corporation Limited was held on 
10th November 197L in Calcutta, Mr. 

I.A. Macpherson, M.B.E., C.A., Chair¬ 
man presiding. Before the Meeting com¬ 
menced, the Chairman referred to the 
recent untimely death of Mr. B.B. 
Ghosh, an esteemed colleague and a 
distinguished and devoted Public 
Servant, and called upon the meeting 
to stand in silence for two minutes. 

The following is from his circulated 
Review for the year ended March 31st, 
1971: 

1. Stockholders, even those not resi¬ 
dent in India, will have been under no 
delusions about conditions in West 
Bengal and particularly in Calcutta 
during the year covered by this Re¬ 
view. On the introduction of Presi¬ 
dent’s Rule in March, 1970, both rural 
and urban areas were in turmoil. There 
was mass violence and industrial unrest 
which resulted in the closure of many 
industrial establishments, including 
some units of long standing and econo¬ 
mic importance. This was the situation, 
and rapidly deteriorating, with which 
the Administration was faced on the 
introduction of President’s Rule and 
it is to their credit and to the credit of 
the forces of law and order, that the 
deterioration was arrested and that 
violence has to some extent been curbed. 

2. One notable achievement of the 
Administration under President's Rule 
was the establishment of the Calcutta 
Metropolitan Development Authority 
to implement a Rs. 150 crores plan for 
the improvement of the municipal 
services (including housing) of Calcutta 
and its environs which, ever since the 
influx of millions of refugees into the 
area in the years immediately following 
Partition, have been stretched to break - 
ing point. With the active financial 
backing of the Government of India a 
massive programme has been launched 
by the C.M.D.A. and many works are 
now in progresss in the metropolitan 
area. On the industrial front the in¬ 
dustrial Reconstruction Corporation 
of India has been set up with the sup¬ 
port of the Government of India to 
deal specially with the problems of 
dosed and ailing industries of which 
there are many in the State. 

3. Although the General Election in 


March this year resulted in the establish¬ 
ment of a stable Government at the 
Centre, the same cannot unfortunately 
be said of West Bengal. The coalition 
Government set up after the Election 
had a very slender majority and lasted 
only a few months so that the State is 
again being administered by the Centre 
under President’s Rule. Nor is the si* 
tuation rendered any more stable by 
the tragic events in East Bengal which 
have resulted in the influx, for the 
second time in a generation, of mil¬ 
lions of refugees into West Bengal, 
the administration of which, already' 
greately over-strained, has been called 
upon to cope xvith this appalling dis¬ 
aster. A political solution of this despe¬ 
rate problem brooks no delay. 

4. Both the maximum demand on the 
Company’s system and unit sales of 
electricity have, for the third successive 
year, been practically static. 'This un¬ 
satisfactory state of affairs in an in¬ 
dustry which ranks elsewhere as a 
growth industry, is, of course, the direct 
consequence of the disturbed conditions 
in the State referred to above. 

5. An increase of 22 million units 
m our sales for domestic and commer¬ 
cial purposes is more than offset by 
a decline in sales to industry. Con¬ 
sumption of the majority of the larger 
industrial undertakings declined Jute 
and Cotton Mills by 22 million units. 
Paper Mills by 4 million units and other 
industries by 9 million units. Sales to 
engineering, steel and chemical indust¬ 
ries increased to the extent of 13 million 
units. 

6. Revenue Receipts for the year 
were £18.1 million compared with 
£16.9 million in the previous year. I 
have explained above that unit sales 
were practically unchanged so the in¬ 
crease in Revenue is due almost entirely 
to the increase with effect from 1st 
July, 1970, to which 1 refer again below, 
in our charges for industrial power. 
This increase was, however, all but 
completely absorbed by increased Re¬ 
venue Expenditure. Enhanced wages 
costs, to which 1 also refer Jater, were 
responsible for the major portion of the 
rise in the cost of Generation, Trans¬ 
mission and Distribution and of Ad¬ 
ministration and General Establishment 
Charges of £542,000; and imported 
power costs rose by oyer £733,000. Of 
this latter figure some £360„Q00 is direct¬ 


ly attributable to the enhanced rates 
introduced by the Damodar Valley 
Corporation from the 1st January, 
1970, and by the State Electricity Board 
trom the 29th June, 1970, The balance 
represents the cost of additional power 
imported, 

7 . The Clear Prolit lor the year as 
calculated under the Electricity (Supply) 
Acl 1948, was £781,744 which was some 
£461,000 less than the Reasonable Re¬ 
turn to which the Company was en¬ 
titled, The reason for this serious 
shortfall, which w ? as forecast in my In¬ 
terim statement dated the 6th of January 
of this year, was the continuing escala¬ 
tion of our costs, unmatched by a suffi¬ 
cient increase in Revenue, In my last 
Review I explained how , although, we 
had succeeded in increasing some of 
our rates from July last year, the in¬ 
crease had, at Government’s request, 
to be limited to those rates applicable 
to industry. 1 should perhaps explain 
here that although we do not have to 
get Government’s approval, any in¬ 
crease in our charges of considerable 
public importance and wc invariably 
discuss the matter with Government and 
put all our figures, both actual and fore¬ 
cast, before them for examination; and 
in determining our policy great weight 
is given to Government’s views. It was 
in these circumstances that the 
revision of our rates in July, 1970 
was restricted in the manner des¬ 
cribed. Since then discussions have 
continued with Government with regard 
to the further increase in our charges 
which is necessary for us to earn the 
Reasonable Return In view of the 
changes in the administration of the 
State that have taken place during the 
last year it has unfortunately not yet 
been possible to get this matter settled 
with the result that we must expect that 
our Clear Prolit will again fall short 
of the Reasonable Return for the 
current year. However, provided wc 
succeed in implementing the rate struc¬ 
ture we contemplate and provided also 
thut we can contain our costs w ithin the 
limits forecast and that there ts no s ri- 
ous deterioration in sales, we would ex¬ 
pect our Clear Prolit and Reasonable 
Return to be in approximate balance 
in the year 1972-73. 

8. Last year 1 advised stockholders 
that we were planning on having to 
spend something like Rs. 17 Crores 
(£9.5 million) on development in the 
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quinquennium 1970-71 to 1974-75. 
This figure included Rs 3.45 crores 
(£1.9 million) for 19750-71. In the 
event, and despite rising unit costs, we 
spent only Rs. 2 crores (£f.l niillion). 
In addition to disturbed conditions in 
Calcutta generally we were faced b) 
severe labour unrest in our Mains De¬ 
partment which severely curtailed its 
activities. One direct consequence of 
the deteriorating law anti order situa¬ 
tion was the theft, on an alarming scale, 
of overhead copper conductors. Re¬ 
placement of these further disrupted the 
work of the Mains Department. 

9. 1 he continued stagnation of the 
economy in the area is again reflected 
in our development budget which in the 
quinquennium 1971-72 to 1975-76 is not 
expected to exceed Rs. 18 crores (£10 
million). Apart from routine expendi¬ 
ture in the Mains Department the lar¬ 
gest items in this budget arc the Kasba 
and Prinscp Street Receiving Stations 
and the new coaling plant at our Mula- 
jorc Generating Station. The budget 
includes a provision of just over Rs.4 
crores (£2.2 million) for the current 
year. Unless there is an immediate and 
dramatic improvement in the political 
climate in Vvest Bengal 1 doubt whether 
this sum will be needed in full, but if it 
is the Company's Cash Flow will not 
suffice and recourse will have lo be had 
to borrowing. 

10. Having regard lo prevailing condi¬ 
tions stockholders will hardly be sur¬ 
prised to learn that wc had unfortuna¬ 
tely to resort to shedding of load on a 
more extensive scale than in the previous 
year. Insofar as this was due to the 
failure of our own generation the cause 
was no defective plant but inadequate 
or uncertain coal deliveries, the break¬ 
down of ash removal arrangements 
and labour unrest; factors which, 
of course, also applied to the State 
Electricity Board and the Damodar 
Valley Corporation with the consequent 
periodic restriction of their export to 
us. 

11. This trend has unfortunately not 
only persisted but has taken a turn for 
the worse since May this year, the only 
redeeming feature being our own gene¬ 
ration which is now more reliable and 
consistent than it was the previous 
year, notwithstanding the continuing 
problem of irregular coal supplies. The 
unfortunate aspect of the situation is the 
wide variation in the magnitude and 
duration of the restrictions imposed on 
our imports of power which does not 
lend itelf to any delinite or predeter¬ 
mined programme of load restrictions to 
ensure an equitable distribution of the 
available power under conditions of a 
shortage. The problem is exercising the 


mind of Government at the highest labour force in the implementation of 

levels and it is hoped that this will lead this very necessary reform, 

to the formulation of constructive mea¬ 
sures to meet the situation till such time 13. Another sphere in which we need 
as the overall power position improves the full co-opemion of labour is in the 

with the commissioning of the State replacement of our worn out and obso- 

Board’s Santaldih Power Station and letc equipment by the modern equip* 

(he associated transmission system. ment wc need for the preparation of 

our electricity bills. Stockholders will 
12. In my last Review I reported recall that it was the “no-automation 

that we were negotiating a new agree- campaign” in the State which was res- 

ment with our Unions to replace that ponsible tor the removal of the 1903 

which expired in August last. year. The lCL Computer which we introduced 

new agreement, which is for a period son)e y ears a S°- Th * s problem becomes 

of four years from the 1st September, more urgent every month. 

1970, has conceded increases in basic 

rates of pay and other emoluments 14- You will wish me on your behalf 
which will add something like 20% to to Pay tribute to the executive staff and 

our wages bill. In the year under review those workers who, despite the difficul- 

the increase in the charge of wages, aris- tics and frustrations I have described 

ing out of this agreement, amounts to and often in the face of personal hazard, 

about Rs, 61 lakhs (£339,000). In nego- have persevered in rendering that loyal 

tiating this agreement great emphasis service which the Calcutta community 

has been placed on the urgent need to have come to take for granted. Ably 

limit unnecessary and uneconomic over- * ed hy y° ur Managing Director. Mr. 

time work and the Company has under- Kanga, they have not spared themselves 

taken that any saving in this direction in trying to keep the lights of Calcutta 

will be passed on to the workmen in burning and the wheels of its industry 

the shape of yet further concessions. turning, and not only the Company’s 

Certain sections of our labour force, stockholders, but more especially the 

however, have stubbornly opposed re- community at large are in their debt, 

duction of overtime and this opposition 

led to the strike in the Mains Depart- (N.B. This statement does not pur- 
inent to which I have referred. It must port to be a report of the proceedings 

be hoped that the Company will now of the Annual General Meeting referred 

receive the co-operation ol its entire to above). 
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R ECORDS AND STATISTICS 

India's Foreign Trade : 1968-71 


A review of India's foreign trade up 
to August this year made by the Export 
Planning Section of the Ministry of 
Foreign Trade has revealed that the 
unfavourable balance of trade which 
had been steadily narrowed during the 
last three years has once again started 
increasing. Between April and August 
1970, the trade deficit was of the order 
of Rs 109,9 crores but it has grown to 
Rs 145.1 crores in the corresponding 
period this year. This has been primarily 
due to the fact that the rate of increase 
in imports has been much faster 
than that of exports. The review is 
given below in full :— 

India’s exports amounting to Rs 
1535.2 crores in 1970-71 were 8.6 
per cent more than in the preceding 
year. Compared to this, exports during 

1969- 70 rose by 4.1 per cent and the 
fourth Plan annual growth target is 
7 per cent. During the first five months 
April-August of 1971-72, exports at 
Rs 666.5 crores registered an increase 
of Rs 107.4 crores or 19.2 per cent over 
the corresponding period of last year. 

This rise, however, is not wholly rea¬ 
listic because exports during June-July, 

1970 were exceptionally low on account 
of the strike at the Calcutta port. 
Exports during April-Aug., 1971 were 
up by 14.7 per cent over the peak ex¬ 
ports of Rs 580.9 crores attained dur¬ 
ing April-August, 1969. India’s imports 
at Rs 811.6 crores during April-August, 

1971 were up by 142.6 crores or 21.3 
per cent over the corresponding period 
of last year. As a result of a higher 
increase In imports than in exports, 
the trade deficit during April-August, 
1971 widened to Rs 145.1 crores from 
Rs 109.9 crores in the same period last 
year, and Rs 90.0 during the full year 

1970- 71, Table 1 gives India's balance 
of trade position during the last three 
years and April-August of 1971. 

Monthwisc Trend in Exports 

Month-wise figures of exports since 
April 1969 are given in Table II. 

The prolonged dock strike in Calcutta 
during June and July, 1970 had resulted 
in reducing exports to low levels. The 
recovery started in August and there 
was a marked increase in exports dur¬ 
ing the months of September through 
December 1970. 

The latest available commodity-wise 
data on exports for the financial year 
1970-71 show that there was a rise in 
export earnings from a wide range of 


commodities both traditional and non- 
traditional. About 87 per cent of the 
increase of Rs 122 crores in exports 
during 1970-71 was accounted for by 
items like tea, sugar, oil-cakes, iron ore 
and engineering goods. Exports of lea 
which had declined by Rs 32 crores in 
1969-70 registered an increase of Rs 
23.7 crores. Exports of sugar and oil¬ 
cakes also recovered in 1970-71 after 
suffering a decline in 1969-70. The 
tempo of growth of exports in iron ore 
and engineering goods was well main¬ 
tained in 1970-7). Moderate increases 
were also recorded by export of coffee, 
spices, vegetable oils, rice, chemicals 
cotton piece-goods, cotton apparal, rub¬ 
ber manufactures, footwear, mineral 
fuels, iron and steel, manganese oie. 
ferro-manganese and alloys and gums 
resins and lac. Table III show the 
principal items, exports of which in¬ 
creased during 1970-71 as compared 
with the preceding year. 

On the other hand, there was a consi¬ 
derable decline in the export of jute 
manufactures, leather and leather ma¬ 


nufactures (excluding footwear), cotton 
yarn, cashew kernels and hides and 
skins raw. Export earnings from a few 
other important items such as pearls 
and precious and semi-prcctous stones, 
groundnuts seed, iron and steel scrap, 
handloom fabrics of silk, tobacco, un¬ 
manufactured, and animal casings also 
showed a decline. Table IV shows the 
principal items export of which de¬ 
clined in 1970-71 as compared with the 
preceding year. 

Jute Manufactures 

During 1970-71, export earnings 
from jute manufactures amounting to 
Rs 190.4 crores were nearly 8 per cent 
lower than during the perceding year. 
The decline was mainly due to a steep 
fall in carpet backing exports owing to 
the slow down in house construction 
activity in the USA, technological dis¬ 
placement of jute by synthetics, bulk 
handling methods and competition from 
Pakistan. Furthermore output and ex¬ 
ports of jute goods were hit by the strike 
of stevedores labour m November follow¬ 
ed by a strike in the jute mills during 
December, 1970. The fluctuations in the 
availability of raw jute and high prices 
have also come in the way of higher ex¬ 
ports. However, the outlook is better in 
view of (/) the growth potential of car¬ 
pet backing, (77) the functional superi- 


Taiile 1 

INDIA'S BALANCE OF TRADE , 

(Rs crores 


April August 


1968-69 1969-70 1970-7! 1971 1970 

1908.6 1582.7 1625.2 811.6 669.0 

1357.9 1413.3 1535.2 666.5 559.1 

550.7 169.4 90.0 145.1 109.9 


Table II 

INDIA'S EXPORTS : MONTHWISE 

(Value in Rs crores) 

Increase/ Increase/ 

1969-70 1970-71 decrease 1971-72 decrease 

in in 

1970-71 1971-72 

125.55 127.73 +2.18 127.12 --0.6! 

110.09 118.37 +8.28 132.16 +13.79 

114.15 93.91 -20.24 124.60 +30.69 

104.69 91,83 —12.86 154.18 +62.35 

126.46 127.24 +0.78 127.29 +0.05 

119.35 133.64 +14.29 

118.09 155.99 +37.90 

105.31 145.98 +40.67 

119.31 151.64 +32.33 

145.02 143.72 —1.30 

96.76 102.39 +5.63 

128.47 139.50 +11.03 


April 

May 

June 

July 

August 

September 

October 

November 

December 

January 

February 

March 


Imports (OF) 

Exports, incl re-exports 
(FOB) 

Balance of Trade 
(Deficit) 
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ority of jute in some areas of demand, 
(in) the prospects of developing new 
uses for jute such as decoratives and 
furnishings and (iv) redaction in sup¬ 
plies of iute and jute goods from East 
Bengal and the limitations on the 
growth of capacity of competing coun¬ 
tries. 

Tea 

The declinng trend in the exports of 
tea was arrested in the latter half of 
1970-71. Exports of tea during 1970-71 
amounting to Rs 148.2 erores, were 
higher by Rs 23.7 erores or 19 per cent 
over the last year, as a result both of an 
increase in quantum of exports as well 
as higher unit value realisation. Aboli¬ 
tion of export duty and a rebate on 
excise duty at the point of export to the 
tune of 30 per cent had the salutary 
impact on tea exports. Moreover, the 
regulation of export supplies by produc¬ 
ing countries appears to have had a 
significant effect in halting the down¬ 
ward trend in prices. The depiction of 
stocks in the UK and smaller produc¬ 
tion in April have also contributed to 
increased exports of lea from India. 
For keeping up the tempo of exports 
in respect of this important exchange 
earner, it is proposed to strengthen 
substantially both uni-national cam¬ 
paigns to promote Indian tea in foreign 
countries as well as joint promotional 
drives undertaken in co-operation with 
other tea producing countries and the 
local trade in various countries. 

Cotton Textiles 

Export earnings from mill-made cot¬ 
ton piccegoods registered a moderate 
increase of Rs 5.1 erores in 1970-71 
over the preceding year due both to 
higher quantum of exports and better 
unit price realisation. The value of cot¬ 
ton yarn exports declined by Rs 8.5 
erores or 29 per cent to Rs 20.6 erores 
in 1970-71 despite a sharp rise in the 
export unit value. Export of handloom 
fabrics rose only marginally. The short¬ 
age of raw cotton, high prices and rising 
internal demand is coming in the way 
of higher exports of cotton textiles. 
Britain's proposal to withdraw conces¬ 
sion to our cotton textiles from Jan¬ 
uary, 1972 is an additional burden to 
be reckoned with. Indian textile exports 
to UK, which amount to Rs 20 erores a 
year, will suffer adversely with the im¬ 
position of a 15 percent duty as it will 
place India at a disadvantageous posi¬ 
tion vis-a-vis Austria, Switzerland, Spain 
and Portugal who enjoy duty conces¬ 
sions as EFTA members. Korea and 
Taiwan will also enter the UK market 
and offer stiff competition to our cotton 
textiles after this preferential treatment 
is withdrawn. Cotton apparel is a growth 
item with exports rising from Rs 3.3 
erores in 1968-69 to Rs 5.5 erores in 
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1969- 70 and further to Rs 8.6 erores in 

1970- 71. 

It may be observed from Tables 
Ill & IV that among other traditional 
items, export earnings from oil-cakes, 
coffee, spices, manganese ore, vegetable 
oils, gums, resines and lac were sizeably 
higher during the period under review. 
However, because of the steep fail in 


exports o t jute manufacture, traditional 
exports, as a whole, showed only a mo¬ 
derate increase of 2.7 per cent. The 
value of exports of oil cakes at Rs 55.4 
erores in 1970-7J showed an increase of 
Rs 13.9 erores or 34 per cent because 
of better unit prices and a sharp rise in 
the quantum on account of higher oil¬ 
seeds production in 1969-70. Exports of 
oil cakes are expected to rise further. 


Table III 

ITEMS SHOWING INCREASE IN EXPORTS 


(Value in Rs erores) 


s. 

No. Items 

1968-69 

1969-70 

Increase 
1970-71 (+) in 

1970-71 
over 
1969-70 

1. Tea 

156.51 

124.50 

148.25 H 

[-23.25 

2. Iron Ore 

88.40 

94.62 

117.28 

[-22.66 

3. Engineering goods 

67.42 

89.52 

116.47 H 

1-26.95 

4, Iron and steel 

74.45 

77.20 

79.23 

4-2.03 

5. Cotton piece-goods—mill- 





made 

65.49 

62.44 

67.50 

+5.06 

6. Oil cakes 

49.47 

41.47 

55.42 4-13.95 

7. Spices 

25.14 

34.49 

38.81 

4-4.32 

8. Chemicals & allied pro- 





ducts 

17.51 

22.19 

29.36 

+7.17 

9. Sugar 

10.19 

8.58 

27.57 

[-18.99 

10. Coffee 

17.96 

19.62 

25.11 

+5.49 

11. Manganese ore 

13.86 

11.06 

13.98 

+2.92 

12. Mineral fuels. 





lubricants and related 





materials 

12.10 

9.49 

12.58 

+3.09 

13. Footwear made of 





leather & canvas 

9.11 

9.01 

11.25 

+2.24 

14. Ferro-manganese & 





ferro-alloys 

4.48 

9.59 

11.39 

4-1.80 

15. Gums, resins, balsams 





& lac 

8.10 

9.03 

10.32 

+1.29 


Table IV 



ITEMS SHOWING DECREASE IN EXPORTS 





(Value in Rs erores) 




Decrease 

s. 



(—) in 

No. Items 

1968-69 

1969-70 

1970-71 

1970-71 





over 





1969-70 

1. Jute manufactures 

210.01 

26.65 

190.44 

-16.21 

2. Leather & leather manu- 





factures excluding foot- 





wear 

72.67 

81.54 

72.18 

—9.36 

3. Fruits & vegetables 

76.42 

76.00 

69.37 

—6.63 

(a) Cashew kernels 

60.93 

57.42 

52.07 

—535 

4. Handicrafts 

69.03 

73.29 

69.86 

—3.43 

(a) Pearls, precious and 





semi-precious stones 

44.76 

43.88 

41.88 

—2.00 

5. Tobacco, unmanufactured 

33.16 

32.71 

31.40 

—1.31 

6. Cotton yarn 

12.86 

23.12 

20.59 

—8.63 

7. Raw cotton 

11.10 

14.69 

13.95 

—0.74 

8. Fish and marine products 

22.70 

31.47 

31.28 

—0.19 

9. Hides & skins raw' 

5.32 

3.45 

3.79 

-4.66 

10. Iron & steel scrap 

8.42 

8.94 

6.95 

—1.99 

11. Groundnuts seed 

7.02 

7.83 

5.62 

—2.21 

12. Handloom fabrics of silk 

3.75 

5.24 

3.83 

—1.41 
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MODI STCEL WIRES/ 

' 11 / / 

Ask any manufacturer. Modi Steel Wires are # 

the first and finest choice for all wire products- / 
from clips to bicycle spokes to high tension cables. Modi 
Steels is the only plant in India to have / 
Electric Arc Furnaces for Steel melting, a Wire Rod Rolling Mill 
and a Wire-Drawing plant all under one roof. / 

\ This facilitates the production of special kinds of steel for 
specific end products of wire, according to/ 

1 customer’s specific requirements, as well as ensures 
\ rigid quality control at all stages. Modi Steel 
Wires are available in a wide range of forms, all conforming 
Vto ISI specifications. Modi Steels are licencee for f M 
\ IS/280/1962-the highest guarantee of quality. M 

\W j\«S:J*«l /X / V 


MODINAGAR (U.P.) 

GRAMS: MODISTEEL PHONE: 439 
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Mysore has a package deal for entrepreneurs and Industrialists. The Govt, of Mysore offers; □ Abundant low cost land, 
power, water, labour, o Health) and attractive industrial, political and economic climate. □ Initial exemption from electricity 
tax. □ Cash refund on sales tax paid on raw materials for 5 years from date of production, U Wealth of natural resources. 
D Co-operative people at state and local let el. People who want your industry in Mysore. 


And, Financial Assistance from Mysore State Financial 
Corporation is available to any industry engaged in 

• the manufacture, preservation or processing of goods, 

• the hotel or transport business * the generation or distri¬ 

bution of electricity • the development of a contiguous A 
area of land 3 $ an industrial estate. Jp 

M.S.F C has assisted 669 industries since 1959, add dL 
sanctioned loans totalling Rs. 13.47 crores. 


An experienced and knowledgeable finance corporation, 
M. S. F. C. has the facilities and competence to undertake 
the financing of projects of widest scope and variety, in 
collaboration with Mysore Small Industries Corporation 

i and the Small Industries Service Institute which 
provide comprehensive assistance in locating land, 
buildings etc., for youi industry. 


For further details contact; 

MYSORE STATE 


FINANCIAL CORPORATION 


1/1 2nd Main Road, Mallwwaram. BANGALORE-3 


asp.msFG* 
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Again, due to buoyant export demand, 
nianganese ore exports amounting to 
Rs 14 crores rose by Rs 2.9 crores or 
26 per cent despite a shift towards man¬ 
ganese ore of cheaper grades with low 
manganese content. E?«ports of coffee 
at Rs 25,1 crores increased by Rs. 5.5 
crores over the preceding year. As a 
result of a record coffee production this 
year, it may be possible to raise exports 
further. Exports of mica increased by 
2.7 million kg. but the increase in earn¬ 
ings was of the order of Rs 34 lakhs only 
because of a fall in unit prices. 

On the other hand, exports of cashew 
kernels valued at Rs 52.1 crores fell 
by Rs 5,3 crores in spite of higher export 
price. In the last couple of years, 
exports of cashew have gone down by 
Rs 9 crores. This decline was caused by 
difficult supply position of imported 
raw material and the growing com¬ 
petition from Brazil and East Africa. 
Exports of unmanufactured tobacco, 
declined by Rs 1.3 crores to Rs 31.4 
crores mainly because of reduced import 
by the UK. The loss would have been 
higher because of a substantial fall in 
quantum exporled but for the improve¬ 
ment in export prices. 

Exports of principal non-lraditional 
commodities accounted for a larger 
share in total exports in 1970-71 at 42 
per cent as against 39 per cent in 1969-70 
and 36 per cent in 1968-69; exports of 
these items having risen by 15 per cent 
over the preceding year. In fact, non- 
traditional commodities accounted for 
the bulk of the increase in exports dur¬ 
ing 1970-71. 

Engineering Exports 

Engineering goods headed the list 
with exports amounting to Rs lib.5 
crores, showing an increase of Rs 27 
crores or 30 per cent. This growth 
rate was, however, slightly lower as 
contrasted with that of 1969-70 at 33 
per cent. The rate of growth of engineer¬ 
ing items slackened owing largely to the 
shortage of essential raw materials like 
steel and non-ferrous metals, the main 
items affected being industrial machin¬ 
ery and metal manufactures. Export of 
transport equipment, however, recorded 
a marked increase. An increasing num¬ 
ber of countries are finding that wagons 
and coaches manufactured in India are 
competitive both in price and quality. 
The industry has on hand Rs 52 crores 
worth of orders for railway coaches, 
wagons and components. In order to 
maintain the growth of exports of 
engineering goods, which have been 
identified as a growth point in exports, 
steel for export production is being 
made available through bulk imports 
and pre-empting internal supplies. 
Moreover, indigenously produced 
aluminium, which is cheaper, was al¬ 
located for export production. 

Iron Ore is the next most important 
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item in this category exports of which 
at Rs 117.3 crores in 1970-71 registered 
a significant rise of Rs 22,7 crores or 
24 per cent. The prospects for increased 
exports of iron ore are bright in view of 
the rising output of steel all over the 
world, particularly in Japan, which is 
our main market. The unit price attain¬ 
ed by our iron ore was however, lower 
by nearly Rs two per tonne. Some bottle¬ 
necks such as transport problem, labour 
trouble at Madras, etc, in the way of the 
exports of iron ore have cropped up 
recently and these will have to be tackl¬ 
ed to ensure smooth flow of the mineral 
for exports. Export of iron and steel 
products amounting to Rs 79.2 crores 
showed an increase of Rs two crores. 
Steel shortage affected exports of these 
products also. Sugar has emerged as an 
important item of exports, the value of 
its exports having more than trebled 
from Rs 8.6 crores in 1969-70 to Rs 
27.6 crores in 1970*71. Besides the 
above principal non-traditional items, 
moderate increase in exports was also 
recorded by chemicals and allied pro¬ 
ducts, cotton apparel, mineral fuels, 
footwear, rubber manufactures, fabrics 
of aVt silk and synthetic fibre, meal and 
meat prepration, woollen fabrics, paper 
and paper board and tobacco manu¬ 
factures. 

Significant Decline 

The most significant decline in export 
earnings among non-traditional items 
was that of leather and leather manu¬ 
factures export of which amounting to 
Rs 72.2 crores suffered a loss of Rs 9.4 
crores. A considerable portion of this 
fall could be attributed to reduced 
UK import from India which were 
down by 18 per cent in 1970. There appe¬ 
ars to be a shift in fashion and consumer 
preferences towards garments and sue¬ 
des, Export of marine products had 
show n a marginal fall. This is one of the 
growth items. The main constraint is 
our capacity to offer larger quantities 
for export. The growth of exports in the 
future would depend on the rapidity 
with which further investment in fish¬ 
ing vessels, particularly deep sea fishing 
trawlers, materialises. There are other 
hurdles like inadequate storage facili¬ 
ties. quick transportation, etc. Accord¬ 
ing to the report of the delegation sent 
by the NPC for Marine products, there 
arc encouraging prospects for increased 
exports of canned and frozen fish pro¬ 
ducts to the Ear East (except Philippines) 
provided all efforts were made to step 
up production. Quality of Indian shri¬ 
mps was appreciated in this region. 

During 1970-71, while India’s exports 
to America declined, they increased to 
all the other regions of the world. The 
fall in our exports to the American 
region may be solely attributed to the 
decline of Rs 30.7 crores or 13 per cent in 
our exports to the USA (from Rs 238 
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crores in 1969-70 to Rs 207.3 crores in 
1970-71) mainly due to the fall in the 
exports of jute manufactures and fish. 
Our exports to Canada were up margi¬ 
nally and to Latin America they were 
higher by Rs 3.7 crores; Argentina, 
Brazil and Costa Rica mainly account¬ 
ing for this increase. Exports to west 
Europe at Rs 300.3 crores were only 
marginally higher by Rs 5.1 crores 
as compared to the preceding year. 
Exports to FCM countries declined by 
Rs 1.9 crores on account of a rather 
sharp fall in exports to Belgium and 
Trance, in spite of increased exports to 
Federal Republic of Germany. Nether¬ 
lands and Italy, But, exports to EFTA 
registered an increase due mainly to an 
increase of Rs 5 3 crores in our exports 
to the UK. 

Exports to Last Europe 

India's exports to the east I uropeun 
countries at Rs 361.7 crores recorded an 
increase of Rs 33,9 crores. the USSR 
alone accounting for an increase of Rs 
33.4 crores. Exports to USSR stood at 
Rs 209.8 crores as against Rs 164.4 
crores during 1969-70. Exports to Bul¬ 
garia. Yugoslavia, Hungary, East 
Germany and Rumania were also appre¬ 
ciably higher though there was only a 
marginal increase in our exports to 
Poland. However, our exports to Cze¬ 
choslovakia, the third best customer in 
eastern Europe, declined by Rs 0.6 
crores to Rs 29.4 crores. The Soviet 
Union has become tin* largest single 
customer of Indian goods followed 
closely by USA and Japan: the UK 
relegating to the fourth position. 

India's exports to Africa at Rs 139.3 
crores were higher by 58 per cent. 
Exports to UAR and Sudan recorded 
a substantial increase mainly because 
of higher exports of lea and cotton 
textiles to Sudan and engineering goods 
and jute manufactures to the UAR. 
We have made great, headway in the 
African countries like Nigeria. Zambia, 
Dahomey, Ivory Coast, Libya and 
Morocco; exports to all these countries 
increased marked !y in 1970-71. 

Exports to FCAEE countries amount¬ 
ing to Rs 410.3 crores registered an 
improvement of 32.2 crores or 8.5 per 
cenr. Japan accounted for the bulk of 
this increase; exports to her having risen 
from Rs 179.4 crores in 1969-70 to Rs 
203.5 crores, doc mainly to higher 
exports of iron ore, manganese ore, oil 
cakes and fish. There was also a signi¬ 
ficant increase in our exports to Afgha¬ 
nistan, Ceylon, Iran, Hongkong, Malay¬ 
sia. Singapore and Republic of Viet¬ 
nam. Among the other Asian and 
Oceanian countries, India has been able 
to gain a foothold in Dubai (Rs 5,6 
crores) and Abudhabi (Rs 35 lakhs). 

The government Is trying to enlarge 
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the scope of technical services for ex¬ 
port promotion and secure assistance 
from the UN agencies and friendly 
countries with a view * to imparting 
purposiveness and dynamism to the 
country’s efforts to expand and diver¬ 
sify exports- India is keen to lake ad¬ 
vantage of the export possibility 
offered by the introduction of the GSP 
by the EEC from July* 1971. The pre¬ 
requisite, however, is that all the im¬ 
pediments like tariff and non-tariff 
barriers should be removed. Japan too 
have extended the GSP with effect 
from August 1, 1971, 

The dollar crisis and the economic 
policy measures of the US government, 
especially the 10 per cent import sur¬ 
charge, will have their inevitable impact 
on India's trade and aid prospects. 
Wc have approached the US govern¬ 
ment for exemption from this levy as 
it is calculated to hit more than 21 per 
cent of our exports to USA and retard 
the expansion of exports in growth 
items like engineering goods, etc. 

Imports : Commodity-wise 

Total imports during the year 1970-71 
(April-March) amounting to Rs 

1625.2 crores, were higher by Rs 43.1 
crores over the preceding year. Imports 
of foodgrains at Rs 213 crores declined 
by Rs 48 crores or 18.4 per cent as 
compared to the imports during 1969- 
70, due to higher domestic production. 
While there was a decline in imports of 
fertilisers, manufactured, by Rs 16 crores 
to Rs 61.2 crores. import of crude 
fertilisers increased, by Rs 3.5 crores to 
Rs 12.3 crores. Non-food and non- 
fertilisers imports, however, increased 
by Rs 103.4 crores or 8.4 per cent to 
meet the rising requirements of the 
industry. While imports of machinery, 
petroleum and petroleum products and 
pearls declined by Rs 18.5 crores, Rs 

2.2 crores and Rs 3.8 crores respec¬ 
tively, imports of iron and steel at Rs 
147.1 crores were higher by as much as 
Rs 65.6 crores and raw cotton imports 
increased by Rs 16 crores to Rs 98.8 
crores. Higher imports of iron and 
steel were made to meet the shortages 
created by a shortfall in domestic pro¬ 
duction and increased demand. Again, 
increased import of copper and other 
non-ferrous metals at Rs JI9.6 crores 
were necessitated to meet the increased 
demand created mainly by the rural 
electrification programme. Imports of 
animal and vegetable oils and fats were 
also higher by Rs 8.9 crores; this was 
done in a bid to stabilize internal prices 
by supplementing internal availability 
with adequate imports. There was an 
increase of Rs 6.5 crores in the im¬ 
port of professional, scientific and con¬ 
trolling instruments. Import of chemi¬ 
cals, medicinal and pharmaceutical pro¬ 
ducts and paper and paper-board were 
also higher. Table V gives imports by 
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broad commodity groups during 1968- 
69, 1969-70 and 1970-71. 

The demand for imports is expected 
to go up significantly in 1971-72, The 
imports of steel and non-ferrous metals 
are likely to be substantial to meet inter¬ 
nal shortages. The shortage of cotton 
may persist, because of the need to 
raise the output of medium quality 
cloth for meeting both the demand for 
lower income groups and the fibre 
requirements for export. Alongwith the 
growing demand for cotton the demand 
for synthetic substitutes, especially sta¬ 
ple and polyester fibres, is also likely to 
increase further. Among other major 
import commodities import of petro¬ 
leum crude is expected to increase. 
Further, the import bill of petroleum 
products may rise, because of the rise 
in the international oil prices. Current 
trends in import licensing also point 
toward a general increase in imports. 
The value of imports licensed in 1970-71 
was as much as35.6per cent higher than 
in 1969-70. Imports during the first five 
months (April-August) of 1971-72 re¬ 
flect this trend when the imports at 
Rs 811.6 crores were higher by Rs 
142.6 crores or 21.3 per cent. 

Sources of Imports 

During the period under review, the 
importance of Africa, America, Asia and 
Oceania and west Europe as sources of 
our imports increased, while that of 
east Europe went down. India’s im¬ 
port from Africa increased by 20 per 
cent to Rs 169.8 crores. There was a 
marked rise in our imports from 
UAR, Zambia, Congo (Kinshasa), 
Uganda, Kenya and Morocco because 
of the increased imports of raw cotton, 
dyeing, tanning and colouring materials, 
copper, raw cashew nuts, rock phos¬ 
phate, etc. Imports from west Europe 
at Rs 348.9 crores showed an increase 
of Rs 42.8 crores or 14 per cent mainly 


November 12, 1971 

because of art appreciable rise in im¬ 
ports of fertilisers, iron and steel and 
machinery from West Germany and of 
aircraft machinery and iron and steel 
from the UK. There was a marked 
decline in our imports from Italy and 
France. 

Imports from America at Rs 579.3 
crores were higher by Rs 26.1 crores; 
while imports from Canada increased 
by Rs 42.4 crores because of higher 
imports of wheat, fertilisers, nickel, 
lead and zinces imports from USA at 
Rs 446.2 crores were lower by Rs 21 
crores or 4.5 per cent. However, there 
was an increase in the imports of raw 
cotton, steel and non-ferrous metals 
from USA. Imports from Latin Ameri¬ 
ca were up by Rs 3.5 crores to Rs 14.3 
crores. 

Imports from ECAFE 

Imports from the ECAFE region 
rose from Rs 260.7 crores to Rs 264.2 
crores, mainly because of higher im¬ 
ports from the developed countries of 
the region such as Japan and Australia 
as well as from West Asian countries 
like Iran, Saudi Arabia and Kuwait. 
We increased our imports of finished 
steel, machinery components, and non- 
ferrous metals from Japan and Austra¬ 
lia, and of petroleum crude and pro¬ 
ducts from Iran, Kuwait and Saudi 
Arabia. 

However, imports from Burma, 
Nepal and Thailand were substantially 
lower. India's imports from east Euro¬ 
pean (rupee payment area) countries at 
Rs 225.8 crores declined rather sharp¬ 
ly, by Rs 57.9 crores or 20.4 per cent 
because of a steep decline (Rs 67 crores) 
in imports from USSR coupled with a 
moderate decline in imports from East 
Germany, Czechoslovakia, and Hun¬ 
gary, On the other hand, there was an 
increase in imports from Bulgaria, Po¬ 
land Rumania and Yugoslavia. 
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Table V 

BROAD COMMODITY CROUPS 


(Rs in crores) 


Total (incl. other items) 


Commodities 

1968-69 

1969-70 

1970-7 

Food grains 

336.6 

261.0 

213.0 

Cotton 

90.2 

82.8 

98.8 

Chemical elements and compounds 

82.9 

67.4 

68.0 

Animal & vegetable oils and fats 

19.3 

29.6 

38,5 

Fertilizers manufactured 

139.2 

77.1 

61.2 

Petroleum crude and petroleum products 

132.8 

137.6 

135,9 

Iron and steel 

86.2 

81.5 

147.1 

Non-ferrous metals 

89.0 

74.5 

119,6 

Machinery 

447.5 

344.7 

326.2 

Transport equipment 

6b. 4 

51.2 

58,3 

Professional, scientific and controlling instru¬ 
ments, optical and photographic goods etc. 

17.2 

17.7 

24.2 

Paper, paper-board and manufactures thereof 

18.3 

23.7 

25.0 

Medicinal and pharmaceutical products 

17.5 

18.3 

24.3 

Pearls and precious and semi-precious stones 

27.7 

28.4 

24.6 


1908.6 1582.1 1625.2 
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Industries (Development & Regulation) 
Amendment Ordinance 1971 


The government has been consider¬ 
ing, for some time past, the statu¬ 
tory measures necessary for the revival 
of industrial activity in the country, 
particularly in West Bengal. In the 16- 
point programme announced by the 
government in relation to West 
Bengal, certain measures were also 
contemplated for amending the In¬ 
dustries (Development & Regulation) 
Act, 1951, with a view to enabling 
the rehabilitation of closed units 
through governmental initiative. There 
are a number of units remaining closed 
at present in that state involving a large 
number of workers. In view of the urgent 
need to revive industrial activity in the 
country generally and West Bengal in 
particular, the President has promul¬ 
gated an ordinance, amending the In¬ 
dustries (Development and Regulation) 
Act, 1951, in certain respects. 

The smooth running of an under¬ 
taking taken over by government has 
been liable in the past to be hampered 
by the various claims and liabilities 
which existed prior to the take-over. 
It has now been provided, as provided 
by certain state governments through 
their own enactments, that there 
will be a moratorium on the 
various liabilities for a maximum 
period up to live years. The govern¬ 
ment will decide the need for such 
moratorium in individual cases and issue 
a notification accordingly. The opera¬ 
tion of certain acts, namely, the In¬ 
dustrial Employment (Standing Orders) 
Act, 1946; the Industrial Disputes Act. 
1947; the Minimum Wages Act, 1948 
may also be suspended during such a 
period. 

Not Returnable 

In order to ensure that at the end of 
the period of take-over by the govern¬ 
ment and its rehabilitation, the in¬ 
dustrial undertaking is not returned to 
the same hands which were previously 
responsible for its misfortunes, it has 
been provided that in respect of Schedu¬ 
led Industries, government will have the 
power to move for, (i) the sale of the 
undertaking at a reserve price or higher 
and the winding up of the company or 
(ii) the reconstruction of the company 
itself. Such provisions were previously 
made in respect of the cotton textile 
industry only, through the Cotton Tex¬ 
tile Companies (Management of Un¬ 
dertakings and Liquidation or Reconst¬ 


ruction) Act, 1967, Now these provi¬ 
sions, with some modifications, have 
been made applicable to all Scheduled 
Industries including the cotton textile 
industry and the Cotton Textile Com¬ 
panies Act, 196? has been repealed. 
According to the provisions of the 
ordinance, if the current liabilities of 
the company owning the industrial 
undertaking taken over by government 
exceed its current assets, then the go¬ 
vernment may decide to sell the under¬ 
taking at a reserve price or higher 
(government purchasing it at the re¬ 
serve price if no oiler at or above the 
reserve price is received) and simul¬ 
taneously government shall move for 
the winding up of the company. In 
the interest of the general public or the 
interest of the shareholders or for se¬ 
curing a proper management of the 
company owning the industrial under¬ 
taking, government can move for re¬ 
construction of the company with a 
view to ensuring a better pattern of 
shareholding and management of the 
company. In the scheme of reconstruc¬ 
tion, provision has also been made for 
government acquiring a controlling 
interest in the share capital of the 
company. 

Speedy Action 

With a view to ensuring speedy ac¬ 
tion by government it has been pro¬ 
vided that where the government has 
evidence to the effect that the assets 
of the company are being frittered away 
or an undertaking has been closed for 
a period not less than three months, 
government may, if it is in the public 
interest, decide to take over the under¬ 
taking without an investigation. 

So far government could not take¬ 
over undertakings in respect of which 
liquidation proceedings were pending 
before the court. It has now been pro¬ 
vided that government can take-over 
such undertakings also after moving 
the court. 

Full text of the ordinance follows: 

Promulgated by the President in the 
Twenty-second Year of the Republic 
of India, 

An ordinance further to amend the 
Industries (Development and Regula¬ 
tion) Act, 1951. 

WHEREAS Parliament is not in ses¬ 
sion and the President is satisfied that 


S8S 

circumstances exist which render it 
necessary for him to take immediate 
action; 

NOW, THEREFORE, in exercise 
of the powers conferred by clause (1) 
of article 123 of the Constitution, the 
President is pleased to promulgate the 
following ordinance:-— 

1. (1) This ordinance may be called 
the Industries (Development and Regu¬ 
lation) Amendment Ordinance, 1971. 

(2) It shall come into force at once, 

2. In the Industries (Development 
and Regulation) Act, 1951 (hereinafter 
referred to as the principal Act), in 
section 3,-— 

(i) after clause (a). the following 
clauses shall be inserted, namely:— 

“(ua) ‘‘current assets" means bank 
balances and cash and includes such 
other assets or reserves as are ex¬ 
pected to be realised in cash or sold 
or consumed within a short period of 
time in the ordinary course of busi¬ 
ness, such as, stock-in-trade, amounts 
due from sundry debtors for sale of 
goods and for services rendered, ad¬ 
vance tax payments and bills receiv¬ 
able, but does not include sums cre¬ 
dited to a provident fund, a pension 
fund, a gratuity fund or any other 
fund for the welfare of the employees, 
maintained by a company owning an 
industrial undertaking;# 

(ah) “current liabilities" means 
liabilities which must be met on 
demand or within a period of 
twelve months from the date they 
are incurred; 1 ; 

(ii) after clause (c), the following 
clause shall be inserted, namely:— 

‘fee) “High Court" means the High 
Court having jurisdiction in relation 
to the place at which the registered 
office of a company is situated'; 

(iii) after clause (i), the following 
clause shall be inserted, namely:— 

*‘(j) words and expressions used 
herein but not defined in this Act 
and defined in the Companies Act, 
1956. have the meanings respectively 
assigned to them in that Act.” 

3. After section 15 of the principal 
Act, the following section shall be in¬ 
serted, namely:— 

15A. (1) Where a company, owning 
an industrial undertaking,- is being 
wound up by or under the supervision 
of the high court, and the business of 
such company is not being continued, 
the central government may, if it is of 
opinion that it is necessary, in the inte¬ 
rests of the general public and, in parti¬ 
cular, in the interests of production. 
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supply or distribution of articles or 
class of articles ref a tab to the con¬ 
cerned scheduled industry, to investi¬ 
gate into the possibility of running or 
re-starting the industrial undertaking, 
make an application to the high court 
praying for permission to make, or 
cause to be made, an investigation into 
such possibility by such person or body 
of persons as that government may 
appoint for the purpose. 

(2) Where an application is made by 
the central government under sub¬ 
section (1), the high court shall, not¬ 
withstanding anything contained in 
the Companies Act, 1956, or in any 
other Jaw for the time being in force, 
grant the permission prayed for.” 

4. In section 18 of the principal Act, 
in sub-section (1), after the word and 
figures “section 15,” the words, figures 
and letter 4< or section 15A” shall be 
inserted. 

5. After section 18A of the principal 
Act, the following section shall be in¬ 
serted, namely 

J8AA. (1) Without prejudice to any 
other provision of this Act, if, from the 
documentary or other evidence in its 
possession, the central government is 
satisfied, in relation to an industrial 
undertaking, that— 

(a) the persons in charge of such 
industrial undertaking have, by reckless 
investments or creation of incumbrances 
on the assets of the industrial under¬ 
taking, or by diversion of funds brought 
about a situation which is likely to 
affect the production of articles manu¬ 
factured or produced in the industrial 
undertaking, and that immediate ac¬ 
tion is necessary to prevent such a situ- 
tion; 

or 

(b) it has been closed for a period of 
not less than three months (whether by 
reason of the voluntary winding up of 
the company owning the industrial un¬ 
dertaking or for any other reason) and 
such closure is prejudicial to the con¬ 
cerned scheduled industry and that the 
financial condition of the company 
owning the industrial undertaking and 
the condition of the plant and machinery 
of such undertaking are such that it 
is possible to restart the undertaking 
anti such re-starting is necessary in the 
interests of the general public, 

it may, by a notified order, autho¬ 
rise any person or body of persons 
(hereafter referred to as the ‘authorised 
person*) to take over the management of 
the whole or any part of the industrial 
undertaking or to exercise in respect 
of the whole or any part of the under¬ 


taking such functions of control as may 
be specified in the order, 

(2) The provisions of sub-section (2) 
of section 18A shall, as far as may be, 
apply to a notified order made under 
sub-section (1) as they apply to a noti¬ 
fied order made under sub-section (l) 
of section 18A. 

(3) Nothing contained in sub-section 
(1) and sub-section (2) shall apply to an 
industrial undertaking owned by a 
company which is being wound up by 
or under the supervision of the court. 

(4) Where any notified order has been 
made under sub-section (l), the person 
or body of persons having, for the time 
being charge of the management or 
control of the industrial undertaking, 
whether by or under the orders of any 
court or any contract, instrument or 
otherwise, shall, notwithstanding any¬ 
thing contained in such order, contract, 
instrument or other arrangement, forth¬ 
with make over the charge of manage¬ 
ment or control, as the case may be, of 
the industrial undertaking to the autho¬ 
rised person. 

(5) The provisions of section 18B to 
18E (both inclusive) shall, as far as 
may be, apply to, or in relation to, the 
industrial undertaking, in respect of 
which a notified order has been made 
under sub-section (1), as they apply to 
an industrial undertaking in relation 
to which a notified order has been issued 
under section 18A.” 

6. After Chapter 11I-A of the princi¬ 
pal Act, the following chapters shall be 
inserted, namely:— 

CHAPTER III-AA 

Management or Control of Industrial 
Undertakings owned by Companies in 
Liquidation. 

18FA. (1) If the central govern¬ 
ment is of opinion that there are possibi¬ 
lities of running or re-starting an in¬ 
dustrial undertaking, in relation to 
which an investigation has been made 
under section 15A, and that such in¬ 
dustrial undertaking should be run or 
re-started, as the case may be, for main¬ 
taining or increasing the production, 
supply or distribution of articles or 
class of articles relatable to the sche¬ 
duled industry, needed by the general 
public, that government may make an 
application to the high court praying 
for permission to appoint any prson 
or body of persons to take over the 
management of the industrial under¬ 
taking or to exercise in respect of the 
whole or any part of the industrial un¬ 
dertaking such functions or control as 
may be specified in the application. 

(2) Where an application is made un¬ 
der sub-section (l), the high court 


shall make an order empowering the 
central government to authorise any 
person or body of persons (hereinafter 
referred to as ttye ‘‘authorised person”) 
to take over the management of the in¬ 
dustrial undertaking or to exercise func¬ 
tions of control in relation to the whole 
or any part of the industrial under¬ 
taking (hereinafter referred to as the 
“concerned part”) for a period not ex¬ 
ceeding five years: 

Provided that if the central govern¬ 
ment is of opinion that it is expedient 
in the interests of the general public 
that the authorised person should conti¬ 
nue to manage the industrial undertak¬ 
ing, or continue to exercise functions 
of control in relation to the concerned 
part, as the case may be. after the ex¬ 
piry of the period of five years afore¬ 
said, it may make an application to the 
high court for the continuance of such 
management or functions of control, 
for such period, not exceeding two years 
at a time, as may be specified in the 
application and thereupon the high 
court may make an order permitting 
the authorised person to continue to 
manage the industrial undertaking or 
to exercise functions of conti oi in rela¬ 
tion to the concerned part: 

Provided further that the total period 
of such continuance (after the expiry 
of the initial period of five years) shall 
not, in any case, be permitted to ex¬ 
ceed ten years. 

(3) Where an order has been made 
by the high eourt under sub-section (2), 
the high court shall direct the Official 
Liquidator or any other person having, 
for the time being, charge of the mana¬ 
gement or control of the industrial un¬ 
dertaking whether by or under the 
orders of any court, or any contract 
or instrument or otherwise, to make 
over the management of such under¬ 
taking or the concerned part, as the 
case may be, to the authorised person 
and thereupon the authorised person 
shall be deemed to be the Official Li¬ 
quidator in respect of the industrial 
undertaking or the concerned part, as 
the case may be. 

(4) Before making over the posses¬ 
sion of the industrial undertaking or the 
the concerned part to the authorised per¬ 
son, the Official Liquidator shall make 
a complete inventory of all the current 
assets and liabilities of the industrial 
undertaking or the concerned part, as 
the case may be, in the manner specified 
in section 18FG and deliver a copy of 
such inventory to the authorised per¬ 
son, who shall, after verifying the cor¬ 
rectness thereof, sign on the duplicate 
copy thereof as evidence of the re¬ 
ceipt of the inventory by him. 

(5) On taking over the management 
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of the industrial undertaking, or on 
the commencement of the exercise of 
functions of control in relation to the 
concerned part, the authorised person 
shall take immediate steps to so run 
the industrial undertaking or the con¬ 
cerned part as to ensure the maintenance 
of production, 

(6) The authorised person may, on 
such terms and conditions and sub¬ 
ject to such limitations or restrictions as 
may be prescribed, raise any loan for 
the purpose of running the industrial 
undertaking or the concerned part, and 
may, for that purpose, create a floating 
charge on the current assets of the in¬ 
dustrial undertaking or the concerned 
part, as the case may be, 

(7) Where the authorised person is of 
opinion that the replacement or repair 
of any machinery of the industrial un¬ 
dertaking or the concerned part js 
necessary for the purpose of efficient 
running of the industrial undertaking 
or such part, he shall, on such terms and 
conditions and subject to such limita¬ 
tions or restrictions as may be prescrib¬ 
ed, make such replacement or repair, as 
the case may be. 

(8) The loan obtained by the autho¬ 
rised person shall be recovered from 
the current assets of the industrial 
undertaking or the concerned part, in 
such manner and subject to such condi¬ 
tions as may be prescribed. 

(9) For the purpose of running the 
industrial undertaking, or exercising 
functions of control in relation to the 
concerned part, the authorised person 
may employ such of the former em¬ 
ployees of the industrial undertaking 
whose services became discharged by 
reason of the winding up of the com¬ 
pany owning such undertaking and 
every such person employed by the 
authorised person shall be deemed to 
have entered into a fresh contract of 
service with the company. 

(10) The proceedings in the winding 
up of the company in so far as they 
relate to— 

(a) the industrial undertaking, the 
management of which has been taken 
over by the authorised person under 
this section, or 

(b) the concerned part in relation 
to which any function of control is 
exercised by the authorised person 
under this section, shall, during the 
period of such mana- gement or con¬ 
trol, remain stayed, and, in comput¬ 
ing the period of limitation for the 
enforcement of any right, privilege, 
obligation or liability in relation to 
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such undertaking or the concerned part, 
the period during which such proceed¬ 
ings remained stayed shall be excluded, 

CHAPTER 1H-AB 

Power to Provide Relief to Certaion 
Industrial Undertaking 

18FB. (1) The central government 
may, if it is satisfied, in relation to an 
industrial undertaking or any part there¬ 
of, the management or control of which 
has been taken over under section J8A, 
18AA, or 18 FA, that it is necessary 
in the interests of the general public 
with a view to preventing fall in the 
volume of production of any scheduled 
industry, it may, by notified order, de¬ 
clare that— 

(a) all or any of the enactments speci¬ 
fied in the Third Schedule shall not 
apply or shall apply with such adapta¬ 
tions, whether by way of modification, 
addition or omission (which does not, 
however, affect the policy of the said 
enactments) to such industrial under¬ 
taking, as may be specified in such 
notified order, or 

(b) the operation of all or any of the 
contracts, assurances of property, 
agreements, settlements, awards, stand¬ 
ing orders or other instruments in force 
(to which such industrial undertaking 
or the company owning such under¬ 
taking is a party or which may be appli¬ 
cable to such industrial undertaking 
or company) immediately before the 
date of issue of such notified order shall 
remain suspended or that all or any of 
the rights, privileges, obligations and 
liabilities accruing or arising thereunder 
before the said date, shall remain sus¬ 
pended or shall be enforceable with such 
adaptations and in such manner as may 
be specified in the notified order. 

(2) The notified order made under 
sub-section (1) shall remain in force, 
in the first instance, for a period of one 
year, but the duration of such notified 
order may be extended from time to 
time by a further notified order by a 
period not exceeding one year at a 
time: 

Provided that no such notified order 
shall, in any case, remain in force 

(a) after the expiry of the period for 
which the management of the industrial 
undertaking was taken over under sec¬ 
tion 18A, 18AA or 18FA , or 

(b) for more than five years in the 
aggregate from the date of issue of the 
first notified order, 

whichever is earlier. 

(3) Any notified order made under 
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sub-section (l) shall have effect noU 
withstanding anything to the contrary 
contained in any other law, agreement 
or instrument or any decree or order of 
a court, tribunal, officer or other autho¬ 
rity or of any submission, settlement or 
standing order. 

(4) Any remedy for the enforcement 
of any right, privilege, obligation or 
liability referred to in clause (b) of sub¬ 
section (1) and suspended or modified 
by a notified order made under that 
sub-section shall, in accordance with 
the terms of the notified order, remain 
suspended or modified, and all pro¬ 
ceedings relating thereto pending be¬ 
fore any court, tribunal, officer or other 
authority shall accordingly remain 
stayed or be continued subject to such 
adaptations, so, however, that on the 
notified order ceasing to have effect— 

(a) any right, privilege, obligation or 
liability, so remaining suspended or 
modified shall become revived and en¬ 
forceable as if the notified order had 
never been made; 

(b) any proceeding so remaining 
stayed shall be proceeded with, subject 
to the provisions of any law which 
may then be in force, from the stage 
which had been reached when the pro¬ 
ceedings became stayed. 

(5) In computing the period of limi¬ 
tation for the enforcement of any right, 
privilege, obligation or liability referred 
to in clause (b) of sub-scction (1), the 
period during which it or the remedy for 
the enforcement thereof remained sus¬ 
pended shall be excluded. 

CHAPTER 1II-AC 

Liquidation or Reconstruction of 
Companies 

18FC. Where the management or 
control of an industrial undertaking has 
been taken over under section 18A, 
section 18AA or section 18FA, the 
central government may, at any time 
during the continuance of such manage¬ 
ment or control, call for a report from 
the authorised person on the affairs 
and working of the industrial under¬ 
taking and in submitting the report the 
authorised person shall take into ac¬ 
count the inventory and the lists of 
members and creditors prepared under 
section 18FG. 

18FD. (1) If, on receipt of the report 
sumbitted by the authorised person, the 
central government is satisfied,— 

(a) in relation to the company own¬ 
ing the industrial undertaking, which 
is not being wound up by the high 
court, that the financial condition and 
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other circumstances of the company are 
such that it is not in a position to meet 
its current liabilities out of its current 
assets, that government may, if it 
considers necessary or expedient in the 
interests of the general public so to do, 
by order, decide that the industrial un¬ 
dertaking should be sold as a running 
concern as provided in section 18FE 
and proceedings should simultaneously 
be started for the winding up, by the 
high court, of the company; 

(b) in relation to the company, 
owning the industrial undertaking, 
which is being wound up by the high 
court, that its assets and liabilities are 
such that in the interests of its creditors 
and contributories the industrial under¬ 
taking should be sold as a running 
concern as provided in section 18FE, 
it may, by order, decide accordingly. 

(2) Notwithstanding anything con¬ 
tained in sub-section (1), if, on receipt 
of the report submitted by the autho¬ 
rised person, the central government is 
satisfied that— 

(a) in the interests of the general 
public, or 

(b) in the interests of the sharehol¬ 
ders, or 

(c) to secure the proper management 
of the company owning the industrial 
undertaking, 

it is necessary so to do, that govern¬ 
ment may, by order, decide to prepare 
a scheme for the reconstruction of the 
company owning the industrial under¬ 
taking: 

Provided that no such scheme shall 
be prepared in relation to a company 
which is being wound up by or under 
the supervision of the high court, ex¬ 
cept with the previous permission of 
that court, 

(3) The powers exercisable by the 
central government under section 
18F, in relation to an undertaking taken 
over under section 18A, shall also be 
exercisable in relation to an undertaking 
taken over under section 18AA or sec¬ 
tion 18FA, but such powers shall not 
be exercised after the making of an or¬ 
der under sub-section (1) or, as the 
case may be, under sub-section (2) of 
this section. 

18FE. (1) The provisions herein¬ 
after laid down shall apply where the 
central government decides that the 
course of action specified in sub-scc- 
tion (1) of section 18FD should be 
followed, namely:— 

(a) the decision of the central go¬ 
vernment that the course of action speci- 
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tied in clause (a) of sub-section (l) of 
section 18FD should be followed in 
relation to a company owning an in¬ 
dustrial undertaking shall be deemed to 
be a ground wSpecined in section 433 of 
the Companies Act, 1956, on which 
the company may be wound up by the 
high court; 

(b) the authorised person shall, as 
soon as may be, after the decision speci¬ 
fied in clause (a) of sub-section (1) of 
section 18FD has been taken by the 
central government, present an appli* 
cation to the high court for the wind¬ 
ing up of the company owning the 
industrial undertaking; 

(c) when an application is made by 
the authorised person under clause 
(b) for the winding up, by the high 
court, of the company owning the 
industrial undertaking, the high court 
shall order the winding up of the com¬ 
pany and shall, notwithstanding any¬ 
thing containedi n the Companies Act, 
1956, appoint the authorised person as 
the Official Liquidator in relation to such 
undertaking, and, until the industrial 
undertaking referred to in clause (a) or 
(b) of sub-section (1) of section 18FD 
is sold or purchased in pursuance of 
this section, the authorised person shall 
continue to function as the Official Li¬ 
quidator in relation to the said under¬ 
taking in the winding up proceedings of 
the company, and, thereafter the Official 
Liquidator appointed by the central 
government under section 448 of the 
Companies Act, 1956, shall take over 
and function as the Official Liquidator 
in the said proceedings; 

(d) the authorised person shall make 
a report to the central government as 
to what should be the reserve price for 
the sale of the industrial undertaking as 
a running concern, and in making such 
a report, he shall have regard to— 

(i) the financial condition of the com¬ 
pany owning the industrial undertaking 
on the date on which the order under 
section 18FD is made— 

(1) as disclosed in its books of ac¬ 
count, 

(2) as disclosed in its balance sheet 
and profit and loss account during 
a period of five years immediately pre¬ 
ceding the said date; 

(ii) the condition and nature of the 
plant, machinery, instruments and other 
equipment from the point of view of 
their suitability for profitable use in 
the running of the industrial under¬ 
taking; 

(iii) the total amount of liability on 
account of secured and unsecured 
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debts including overdrafts, tf any, 
drawn on banks, liabilities on account 
of terminal benefits to the employees 
and other borrowings and other liabi¬ 
lities of the company; and 

(iv) other relevant factors including 
the factor that the industrial under¬ 
taking will be sold free from all in¬ 
cumbrances, and notice of such price 
shall be given in such manner as may 
be prescribed to the members and credi¬ 
tors of the company owning such in¬ 
dustrial undertaking to make represen¬ 
tations within a specified time to the 
central government through the au¬ 
thorised person and the central go¬ 
vernment after considering the represen¬ 
tations received and the report of the 
authorised person, determine the re¬ 
serve price; 

(e) the authorised person shall 
thereafter, with the permission of the 
high court, invite tenders from the 
public in such manner as may be deter¬ 
mined by the high court for the sale 
of the industrial undertaking as a runn¬ 
ing concern subject to the condition 
that it will be sold to the person offer¬ 
ing the highest price which shall not be 
less than the reserve price determined 
under clause (d): 

Provided, that the high court shall 
not refuse to grant such permission if 
it is satisfied that the company is not 
in a position to meet its current liabili¬ 
ties out of of its current assets; 

(f) the industrial undertaking shall 
be sold to the highest bidder, as a runn¬ 
ing concern, only if the price offered by 
him therefor is not less than the reserve 
price; 

(g) where no offer of price is equal 
to, or more than, the reserve price, the 
industrial undertaking shall be pur¬ 
chased by the central government at 
the reserve price; 

(h) the amount realised from the 
sale of the industrial undertaking as a 
running concern together with any 
other sum which may be realised from 
any contributory, purchaser or any 
other person from whom any money 
is due to the company shall be utilised 
in accordance with the provisions of 
the Companies Act, 1956, in discharging 
the liabilities of the company and dis¬ 
tributing the balance, if any, amongst 
the members of the company; 

(i) in other respects, the provisions 
of the Companies Act, 1956, relating to 
the winding up of a company by the 
high court shall, as far as may be, 
apply. 

(2) When an industrial undertaking 
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is sold to any person under clause (f), 
or purchased by the central govern¬ 
ment under clause (g), of sub-section 

(1), there shall be transferred to and 
vested in the purchaser^ free from all 
incumbrances, all such assets relating 
to the industrial undertaking as are 
referred to in sub-clause (i) of clause 

(a) of section 18FG and existing at the 
time of sale or purchase. 

18FF. (3) Where in any case the 
central government decides that the 
course of action specified in sub-sec¬ 
tion (2) of section 18FD should be 
followed, it shall, subject to the provi¬ 
sions of that sub-section, cause to be 
prepared, by the authorised person, a 
scheme for the reconstruction of the 
company, owning the industrial under¬ 
taking, in accordance with the provision 
hereinafter contained and the authorised 
person shall submit the same for the 
approval of that government. 

(2) The scheme lor the reconstruction 
of the company owning the industrial 
undertaking may contain provisions for 
all or any of the following matters, 
namely: - 

(a) the constitution, name and re¬ 
gistered office, the capital, assets, po¬ 
wers, rights, interests, authorities and 
privileges, the liabilities, duties and 
obligations of the company on its re¬ 
construction ; 

(b) any change in the board of di¬ 
rectors, of the appointment of a new 
board of directors of the company on 
its reconstruction and the authority by 
whom, the manner in which and the 
other terms and conditions on which, 
such change or appointment shall be 
made and in the case of appointment 
of a new board of directors or of any 
director, the period for which such 
appointment shall be made; 

(c) the vesting of controlling inte¬ 
rest, in the reconstructed company, in 
the central government either by the 
appointment of additional directors or 
by the allotment of additional shares; 

(d) the alteration of the memorandum 
and articles of association of the com¬ 
pany, on its reconstruction, to give 
effect to such reconstruction; 

(e) subject to the provisions of the 
scheme, the continuation by or against 
the company, on its reconstruction, of 
any action or proceedings pending 
against the company immediately be¬ 
fore the date of its reconstruction; 

(f) the reduction of the interest or 
rights which the members and creditors 
have in or against the company before 
its reconstruction to such extent as the 
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central government may consider 
necessary in the interests of the general 
public or in the interests of the members 
and creditors or for the maintenance 
of the business of the company: 

Provided that nothing contained in 
this clause shall be deemed to autho¬ 
rise the reduction of the interest or rights 
of any creditor (including government) 
in respect of any loan or advance made 
by that creditor to the company after 
the date on which the management oi 
the industrial undertaking of the com¬ 
pany has been taken over under section 
18A, section 18AA, or section I8FA; 

(g) the payment in cash or otherwise 
to the creditors in full satisfaction of 
their claim 

(i) in respect of their interest or 
rights in or against the company be¬ 
fore its reconstruction; or 

(ii) where their interest or rights in 
or against the company has or have 
been ^reduced under clause (f), in res¬ 
pect of such interest or rights as so re¬ 
duced ; 

(h) the allotment to the members of 
the company for shares held by them 
therein before its reconstruction [whe¬ 
ther their interest in such shares has 
been reduced under clause (f) or not], 
of shares in the company on its re¬ 
construction and where it is not possible 
to allot shares to any members, the 
payment in cash to those members in 
full satisfaction of their claim— 

(1) in respect of their interest in 
shares in the company before its re¬ 
construction; or 

(2) where such interest has been re¬ 
duced under clause (f), in respect of 
their interest in shares as so reduced; 

(i) the offer by the central govern¬ 
ment to acquire hy negotiations with 
the members of the company their res¬ 
pective shares on payment in cash to 
those members who may volunteer to 
sell their shares to the central govern¬ 
ment in full satisfaction of their claim 

(1) in respect of their interest in 
shares in the company before its re¬ 
construction; or 

(2) where such interest has been re¬ 
duced under clause (f), in respect ol 
their interest in shares as so reduced; 

(j) the conversion of any debentures 
issued by the company after the taking 
over of the company under section 
18A or section 18AA or section 18FA 
or of any loans obtained by the com¬ 
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pany after the date or of any part of 
such debentures or loans, into shares in 
the company and the allotment of those 
shares to such debenture-holders or 
creditors, as the case may be; 

(k) the increase of the capital of the 
company by the issue of new shares 
and the allotment of such new shares 
to the central government; 

(l) the continuance of the services of 
such of the employees of the company 
as the central government may specify 
in Ihe scheme in the company itself, 
on its reconstruction, on such terms 
and conditions as the central govern¬ 
ment thinks hi; 

(m) notwithstanding anything con¬ 
tained in clause (1), where any emp¬ 
loyees of the company whose services 
have been continued under clause (1) 
have, by notice in writing given to the 
company at any tinn before the expiry 
of one month next following the date 
on which the scheme is sanctioned by 
the high court, intimated their inten¬ 
tion of not becoming employees of the 
company on its reconstruction, the 
payment to such employees and to other 
employees whose services have not been 
continued on the reconstruction of the 
company, of compensation, if any, to 
which they are entitled undci the in¬ 
dustrial Disputes Act, 1947, and such 
pension, gratuity, provident fund and 
other retirement benefits ordinarily 
admissible to them under* the rules or 
authorisations of the company immedi¬ 
ately before the date of its reconstruc¬ 
tion ; 

(n) any other terms and conditions 
for the reconstruction of the company; 

to) such incidental, consequential 
and supplemental matters as are neces¬ 
sary to secure that the reconstruction 
of the company shall he fully and effec¬ 
tively carried out. 

(3) (a) A copy of the scheme, as 
approved by the central government, 
shall be sent in draft to the company 
and to the creditors thereof for sugges¬ 
tions and objections, if any, within 
such period as the central government 
may specify for this purpose; 

(b) the central government may 
make such modifications, if any, in the 
draft scheme as it may consider neces¬ 
sary jn the light of the suggestions and 
objections received from the company 
and from any members or creditors of 
the company, 

(4) The scheme shall thereafter be 
placed before the high court for its 
sanction and the high court, if satis¬ 
fied that the scheme is in the interest 
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of the general public or in the interests 
of the shareholders or for securing the 
proper management of the company 
and that the scheme is' designed to be 
fair and reasonable to the members and 
creditors of the company, may, after 
giving a reasonable opportunity to the 
company and to its members and credi¬ 
tors of showing cause, sanction the 
scheme without any modification or with 
such modifications as it may consider 
necessary. 

(5) The scheme, as so sanctioned by 
the high court, shall come into force 
on such date as that court may specify 
in this behalf: 

Provided that different dales may be 
specified lor different provisions of the 
scheme. 

(6) The sanction accorded by the 
high court under sub-section (4) shall 
be conclusive evidence that all the re¬ 
quirements of this section relating to the 
reconstruction of the company have 
been complied with, and a copy of the 
sanctioned scheme certified by the 
high court to be a true copy thereof, 
shall, in all legal proceedings (whether 
original or in appeal or otherwise), be 
admitted as evidence to the same ex¬ 
tent as the original scheme. 

(7) On and from the date of the com¬ 
ing into operation of the scheme or 
any provision thereof, the scheme or 
such provision shall be binding on the 
company and also on all the members 
and other creditors and employees of 
the company and on any other person 
having any right or liability in relation 
to the company. 

(8) On the coming into operation of 
the scheme or any provision thereof, 
the authorised person shall cease to 
function, and the management of the 
reconstructed company shall be assumed 
by the board of directors as provided 
in the scheme. 

(9) Copies of the scheme shall be 
laid before each House of Parliament, 
as soon as may be, after the scheme bus 
been sanctioned by the court. 

(10) The provisions of this section 
and of any scheme made thereunder 
shall have effect notwithstanding any¬ 
thing contained in sections 391 to 394A 
(both inclusive) of the Companies Act, 
1956. 

18FG. For the purposes of this Act, 
the authorised person shall, as soon as 
may be, after taking over the manage¬ 
ment of the industrial undertaking of a 
company under section 18A, or section 
18AA or section 18FA,— 

(a) prepare a complete inventory of— 

(i) all property, movable and irn- 
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movable, including lands, buildings, 
works, workshops, stores, instruments, 
plant, machinery* automobiles, and 
other vehicles, stocks of materials in 
the course of production, storage or 
transit, raw materials, cash balances, 
cash in hand, deposits in banks or 
with any other person or body or on 
loan, reserve funds, investments and 
book debts and all other rights and 
interests arising out of such property 
as were immediately before the date of 
taking over of the industrial under¬ 
taking in the ownership, possession, 
power or control of the company, 
whether within or without India; and 
all books of account, registers, maps, 
plans, sections, drawings, records, 
documents or titles of onwership of 
property, and all other documents of 
whatever nature relating thereto; and 

(ii) all borrowings, liabilities and 
obligations of whatever kind of the 
company including liability on account 
of terminal benefits to its employees 
subsisting immediately before the said 
date; 

(b) prepare separately a list of mem¬ 
bers, and a list of creditors, of such 
company as on the date of taking over 
of the management of the industrial 
undertaking showing separately in the 
list of creditors, the secured creditors 
and the unsecured creditors: 

Provided that where the management 
of the industrial undertaking of a com¬ 
pany has been taken over under the 
said section 18A before the commence¬ 
ment of this Act, the aforesaid func¬ 
tions shall be performed by the autho¬ 
rised person within six months from 
such commencement. 

I8FH. In the case of a company in 
respect of which an order under section 
18FD has been made, no suit or other 
legal proceeding shall be instituted or 
continued against the company except 
with the previous permission of the 
central government or any officer or 
authority authorised by that govern¬ 
ment in this behalf.*’ 

7. In sub-section (1) of section 25 
of the principal Act, for the words, 
figures and letters ‘and section 18A", 
the words, figures and letters “section 
18A, section 18A A and section 
J8FA" shall be substituted. 

8. After section 29C of the principle 
Act, the following section shall be in¬ 
serted, namely:— 

* 

29D. Every debt arising out of any 
loan obtained by the authorised person 
for carrying on the management of, 
or exercising functions of control in 
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relation to, any industrial undertaking 
or part thereof which has been taken 
over under section 18A, 18AA or 18FA, 
shall be a preferential debt within the 
meaning of section 530 of the Compa¬ 
nies Act, 1956, and such debts shall 
rank equally among themselves and be 
paid in full out of the current assets of 
the industrial undertaking unless such 
current assets are insufficient to meet 
them, in which case they shall abate in 
equal proportions/' 

9. In section 30 of the principal Act, 
in sub-section (2), after clause (p), the 
following clause shall be inserted, 
namely:— 

“(pp) any matter which is to be or 
may be prescribed for giving effect to 
the provisions of Chapter Tll-AA or 
Chapter Ifl-AC:" 

10. In the principal Act, after the 
Second Schedule, the following Sche¬ 
dule shall be inserted, namely: - 

‘ THE THIRD SCHEDULE 
(See section 18KE) 

J. The Industrial Employment 
(Standing Orders) Act, 1946. 

2. The Industrial Disputes Act, 1947. 

3. The Minimum Wages Act, 1948/' 

11. (1) The Cotton Textile Com¬ 
panies (Management of Undertakings 
and Liquidation or Reconstruction) 
Act, 1967 is hereby repealed. 

(2) Notwithstanding such repeal, 
anything done or any action taken, 
order, rule or appointment made, 
scheme prepared or reserve price fixed 
under the Act so repealed shall in so 
far as it is not inconsistent with the pro¬ 
visions of this ordinance be deemed to 
have been done, taken, made, prepared 
or fixed under the corresponding pro¬ 
visions of the Industries (Development 
and Regulation) Act, 1951, as amended 
by this ordinance as if the said Act as 
so amended were in force on the date 
on which such thing was done, action 
was taken, order, rule or appointment 
was made, scheme was prepared and 
reserve price was fixed and any pro¬ 
ceeding commenced under the Act so 
repealed which was pending immedia¬ 
tely before the commencement of this 
ordinance may be continued from the 
stage which was reached in such pro¬ 
ceeding immediately before such com¬ 
mencement as if such proceeding were 
commenced under the corresponding 
provisions of the Industries (Develop¬ 
ment and Regulation) Act, 1951, as 
amended by this ordinance. 
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AFTER THE PUBLIC RELATIONS 

—WHAT? 

Thk Prime Minister has undoubtedly done a line job of public relations abroad. 
This, however, was as much for herself as for our country's cause or causes. We, 
nevertheless, need not grudge her her personal success. The nation certainly gains 
when the leader of its government makes a good impression on peoples and 
governments in other parts of the world. Broadly speaking, then, the Indian tax¬ 
payer has perhaps reason to fee) that he has had his money's vvuiih. 

A more specific scrutiny of the results of Mrs Gandhi's diplomatic efforts 
during her most recent foreign tour, however, might lead us to conclusions which 
could be far less reassuring. Her most conspicuous success has been with the 
government of the Federal Republic of Germany. But she was only preaching 
to the converted when she spoke to Mr Willy Brandt about Pakistan's culpability 
in relation to the political and military crisis in the Indian subcontinent. At 
quite an early stage in the development of the crisis in East Bengal and the 
resultant confrontation between Pindi and New Delhi, Bonn had made it obvious 
where its sympathies were engaged. 

It is not clear whether Mrs Gandhi has been able to influence policy-making 
in Paris. The French government, has for years been encouraging a flourishing 
export business in armaments and there is no concrete evidence yet that, as a result 
of Mrs Gandhi's explanation or protestations during her confabulations with Presi¬ 
dent Pompidou, the Yahya regime will have the doors of the French armament 
industry shut in its face. Such impact as she may have made on the government in 
Britain is a matter e\en more open to speculation. As present indications go, 
there is no warrant for our believing that the Heath government is going to depart 
radically from what has apparently been the conviction of successive British 
governments over the years that the preservation of the unity of Pakistan more 
or less in its present form would serve best British foreign policy interests in 
this part of the world. 

Although Mrs Gandhi visited many national capitals, the principal assign¬ 
ment she had given herself was to reason with the Nixon administration in Washing¬ 
ton. If leading newspapers in the United Slates such as The New York Times and 
The Washington Pas t— which have made no secret of their sympathy/either for our 
country which has been burdened with an intolerable refugee problem or for the 
ravaged people of East Bengal — are to be believed, Mrs Gandhi had not been able 
to persuade the US President or his advisers to exercise pressure on Pindi to seek 
a political settlement with the authentic representatives of the people of East 
Bengal. The US Ambassador in India has no doubt taken a different view in the 
sense that he has expressed an expectation that new and mature relationship 
between India and the United States will emerge as a result of the meeting between 
the Prime Minister Mrs Gandhi and President Nixon". But, then, we have Mrs 
Gandhi herself testifying publicly to her unhappiness over the continuing tendency 
on the part of certain western governments to equate India with Pakistan even in 
circumstances pointing convincingly to the latter as the aggressor. (Incidentally it 
is of course just not true that only certain western countries arc sinning in 
this way. Even as Mrs Gandhi was airing her chagrin, the government of the 
Arab Republic of Egypt was v oicing the pious hope that Pakistan and India would 
be able to settle their differences" in peace. This, however, is another story.) 

The position, then, is that so lar as the United States and the United Kingdom 
arc concerned, Mrs Gandhi has not been able to wean either of them away from 
the over-riding importance both of them attach to the preservation and promotion 
of the hegemony of Islamabad over the whole of Pakistan in its present juridical 
form. Here is a stone wall against which Indian diplomacy must continue to 
knock its head and its helplessness in this respect is only accentuated by the fact 
that the government of India cannot, or feels that it cannot, for diplomatic reasons, 
spell out its own stand unequivocally. Not until New Delhi feels able to recognise 
Bangla Dcsh, will its diplomacy be able to speak, if not from a position of 
strength, at least from a position of clarity and,candour. 

The decision which the government of India now has to take therefore is a 
decision about the recognition of Bangla Desh. Having allowed itself to be pushed 
into the situation in which it has now been placed, Mrs Gandhi's administration has 
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real alternative to extending full dip¬ 
lomatic and other support to the Bangia 
Desh movement. The great merit of Mrs 
Gandhi's labours abroad is that, in the 
countries she had visited, she had been 
able to prepare public opinion for this 
contingency. It adds to her accomplish¬ 
ment that she has done this in the case of 
the United States and the United King¬ 
dom over the heads of the present" 
governments of these countries and. in 
the process, put those governments on 

In Search of 

Tin onsuivMioN of the union Minister 
for Industtial Development. Mr Mojnul 
Haquo ( Tioudhury. m an inlet view with 
The 'f'cotwwU Tim's a few cla>s ago. 
that the primary cause of the present 
near-stagnation in production in (he 
oiganised industrial sector is the holding 
baU of investment by industrialists-- 
presumably the big ones - could not he 
expected u» go unchallenged. A spokes¬ 
man of the House of Tatas. Mr J.D. 

< hoksi. m fact, has already contested 
this statement. In a subsequent inter¬ 
view with the same paper, he has re¬ 
vealed how due to governmental policies 
and actions, his Mouse has been com¬ 
pelled to defer as large an out lav as 
Rs 200 crores on the expansion of one 
of its premier concerns, the Tata Fn- 
gineeimg and Locomotive Works. Jam¬ 
shedpur. 

That the icccnt slow growth of pro¬ 
duction in the organised industry just 
around 1.8 per cent during the iirst 
live months of the current calendar year 
.should cause serious concern is under¬ 
standable. "This is not only far below 
the fourth Plan target of eight to ten 
per cent growth per annum but al>o 
le>s than half of what was achieved last 
year, despite the fact that we have had 
four good agricultural years in succes¬ 
sion which could give a boost to indust¬ 
rial output. What is not comprehensible 
is why government spokesmen should 
try to find alibis for their own acts of 
omission and commission. 

1 here can be no denying the fact 
hut most of the present difficulties on 
the industrial front uic the result of 
factors beyond the contiol of manage¬ 
ment. i he difficult labour situation 
in east India for nearly three years now 
undoubtedly has had a very telling effect 
not only on several growing industries, 
particularly engineering, but also on 
the morale of iiuiustiiahsts. it has con¬ 
siderably vitiated the general invest¬ 
ment climate. The shortages of main 
raw materials and industrial intermedi¬ 
ates, particularly steel, cotton, rayon 
and sugarcane, too have, resulted in 
sharp full in the industrial production 
tins year. Among the other eontnbli¬ 


the defensive where their policies to¬ 
wards the crisis in the Indian subconti¬ 
nent are concerned. It may be ttue that, 
simultaneously she has also accentua¬ 
ted our country’s diplomatic and other 
dependence on the Soviet Union. 
But, then, this is a price which she 
and her government have been 
openly willing to pay for some 
btg power support in the emergency 
in which our country has become 
involved. 


an Excuse 

lory factors have been the decline in 
the offtake of various goods, especially 
producer goods, power failures and 
its overall inadequacy, transport bottle¬ 
necks and paucity of working capital. 
These factors need not be dwelt upon 
at any great length here as the Minister 
of Industrial Development himself has 
recognised m the above-mentioned in¬ 
terview, at least to some extent, their 
ad v e r se re pc tv u ss i o n s. 

Pertinent mention, however, must 
be made of another factor which the 
minister has preferred to gloss over 
This is that in the case of seveial cru¬ 
cial industrial intermediates, for ins¬ 
tance soda ash and caustic soda, the 
proposals for augmenting capacity 
were not decided upon by the govern¬ 
ment during the past nearly three years 
on socio-political considerations. Had 
these proposals been cleared expediti¬ 
ously, we would not have been facing 
the shortages of several industrial inter¬ 
mediates. The protracted delays in 
licensing any other projects sponsored 
by the so-called industrial giants during 
these yea is too have had grievous im¬ 
pact on production. No doubt, the 
general licensing procedures have been 


in an interest mg article on “International 
Finance in ihe Post-war World" tn the October 
number ol 1 lovd’s Bank Review. Piof. Jacob 
\ met examines the Brett on Woods and I.T.O. 
Proposal from the point of view of the ade¬ 
quacy of maintaining full and stable levels of 
national employment and suggests that an 
International Employment Stabilisation Fund 
bo set til 1 * for the purpose of avoiding mass 
unemployment. Prof Viner is of the view that 
education m trade haulers, greater flow of 
inlet national investment under the auspices 
of the Bank and the Breton Woods arrange¬ 
ments tor exchange quotas would not alone 
bring about the desired levels of employment. 


sti^mliried considerably during the 
recent past but so far as the larger in¬ 
dustrial houses are concerned, they 
are still quite labyrinthtc, even irritat¬ 
ing in many respects. 

The dearth of capital has to no small 
extent inhibited industrial growth. Even 
a casual look at the behaviour of stock 
prices in the recent past would make it 
abundantly clear how difficult it is for 
any industry to raise capital from the 
market. The persistent rise in prices is 
eroding the saving capacity of the people 
who used to invest in industrial scrips. 
With the progressive take-over by the 
government of institutional savings, 
the private sector is being starved of 
funds which would have flowed into it. 
The irksome provision in the revised 
industrial licensing policy of converting 
loans into equity of the loanee com¬ 
panies which would empower the pub¬ 
lic sector financial institutions to nomi¬ 
nate on the boards of directors of the 
loanee companies their representatives, 
who may not be fully qualified to hold 
these positions, is a great deterrent to 
the dependence of the private sector 
on these institutions. As MrChoksi Inis 
pointed out, undue interference bv 
these nominated directors in the day-to- 
day affairs of the companies, their cons¬ 
training influence on adequuk disburse¬ 
ment of dividends, etc., cannot be help¬ 
ful in raising capital from the market 
which is already experiencing acute 
shortage of funds. 

The Minister for Industrial Develop¬ 
ment has also sorely complained about 
tlie large industrial houses not ade¬ 
quately taking up the challenge of sett¬ 
ing up industries in the backward 
areas. Admittedly, some concessions are 
being given for industrialising backward 
areas. But are they enough? Only mak¬ 
ing available loans on slightly conces - 
sional rates of interest or the provision 


while international synchronization of fiscal 
policy, however desirable for the purpose, 
would be difficult to achieve in practice. Even 
under the most favourable conditions of inter¬ 
national collaboration in face of a threat of 
mass unemployment, the constitutional and 
traditional practices in respect of budgets and 
public expenditures in most of the countries, 
and most importantly in the U.S.A would 
make it extremely improbable that the legisla¬ 
tive bodies would consent to their fiscal deci¬ 
sions being submitted to and revised by an 
international authority as a contractual obtiga 
non Hence the necessity for a workable device 
*o stabilize internationai employment. 
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of 10 per cent cash subsidy up to a cer¬ 
tain level of investment surely arc not 
adequate incentives. What is primarily 
required is the building up of industrial 
infrastructure in these jrcas. Who is 
to build this infrastructure? Further, it 
maybe asked: is the government itself 
clear about how to go about industria¬ 
lising backward areas? When this prob¬ 
lem was first taken up about two years 
ago, the governmental policy appeared 
to be to first develop those backward 
areas which could respond to develop¬ 
ment efforts quickly. If the delibera¬ 
tions of the last month’s meeting of the 
Consultative Committee of Parliament 
for the Ministry of Industrial Develop¬ 
ment is any indication, it appears that 
the debate on which backward areas 
should be first taken up for industriali¬ 
sation is not yet over. Most of the 
areas so far identified for industrialisa¬ 
tion obviously cannot be expected to 
respond quickly to development efforts 
because of lack of adequate infrastruc¬ 
ture. Still another significant fact to be 
noted is that the larger industrial hou¬ 
ses are to be licensed for setting up 
industries in backward areas only if 
others arc not forthcoming. Under such 
circumstances, the response of these 
houses apparently cannot be but 
lukewarm. 

The cross-purposes at which the vari¬ 
ous ministries of the union govern¬ 
ment are working is yet another big 
hurdle in the way of large industrial 
houses taking up the challenge posed 
by the revised industrial licensing 
policy. Even ministerial utterances are 
often at considerable variance with 
one another. To mention only one ins¬ 
tance, while the revised industrial li¬ 
censing policy wants the larger in¬ 
dustrial houses to go into the areas of 
heavy investment, the Petroleum Minis¬ 
try has thought it fit to reserve some 
petrochemical schemes in Gujarat for 
the public sector even though some in¬ 
dustrialists were and still arc keen to 
set up these plants. 

Not to speak of encouraging larger 
industrial houses to come up boldly 
with fresh investment proposals even in 
the core and heavy investment sectors, 
a good deal of loose talk is allowed to 
go on to the effect that the activities 
of these houses have to be curbed in 
all possible ways in the interest of so¬ 
cial justice. Mr Choksi has well poin¬ 
ted out that there is not even a single 
line in Mr Y.B. Chavan’s budget speech 
this year to indicate that the government 
believes in the development of the orga¬ 
nised industrial sector. The unimaginat¬ 
ive policy of determining a fair return on 
capital aggravates the matters further. 
While no attempt is made to check 
cost-push inflation, threats are 
often held out to control the 
prices of finished products, invariably 
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at levels which do not yield adequate 
return to the investor. The past ex¬ 
perience has shown that controls are 
no lasting solution to the problem of 
containing the prices spiral. As long 
as money supply goes on increasing at 
a rate faster than the supply of goods, 
prices cannot be held back from rising. 
The price rise can be checked only 
through increased production. This 
calls for a reorientation in planning. 
Future planning has to be for marginal 
surpluses rather than for marginal shor¬ 
tages. 

A basic fact that ought to be realised 


A piquant situation has arisen in the 
sugar industry and a fantastic rise in 
prices for its sweet commodity can take 
place after the slocks on hand arc 
exhausted if appropriate long-term poli¬ 
cies are not adopted to maintain out¬ 
put at a high level and ensure regular 
growth. In retrospect, it can be said that 
a sense of complacency was induced 
by the developments in 1969-70. Even 
when the government decided to lift 
control over prices and distribution of 
sugar in May this year, it was not com¬ 
prehended that a serious shortfall in 
supplies might arise in 1972-73 if 
definite steps were not taken to exceed 
the record of 1969-70. 

The policy of partial decontrol 
yielded satisfactory results in 1968-69 
and 1969-70 as there was a big jump in 
output in the former season to 3.559 
million tonnes from only 2.248 million 
tonnes of 1967-68 while an all lime re¬ 
cord was established in 1969-70 at 4.262 
million tonnes. A big rise in output for 
two seasons in succession, when internal 
consumption and exports were at much 
lower levels, resulted in a heavy accu¬ 
mulation of stocks. These rose from 
449,000 tonnes in September 1968 to 
1.255 million tonnes in September 
1969 and as much as 2.088 million 
tonnes at the end of the 1969-70 seas- 
son. This volume of stocks was even 
equal to one season’s output prior to 
1967-68 and on account of the difficulty 
in financing slocks, many sugar mills 
had to default in their payment of dues 
to cane growers and cess to the state 
governments. In spite of vigorous re¬ 
presentations the central government 
did not recognise the need for expand¬ 
ing bank credit adequately and the 
Reserve Bank was somehow hesitant in 
its approach to this problem though 
advances against sugar stocks did not 
amount to anything more than provid¬ 
ing the necessary purchasing power 
to the cultivators as it happens when 
procurement of foodgrains on a large 
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by the government is * hat if the industry 
is to be expected to play a dynamic role 
in the economic upliftment of the peo¬ 
ple it has to be trusted. Distrusting the 
larger industrial houses cannot enthuse 
them especially when all sorts of const¬ 
raints are there even otherwise on the 
growth of the private sector. Control 
monopolies by all means but surely the 
established industrial houses should not 
be always painted as villains. They play 
an important rolo in the productive ma¬ 
chinery of the country. Their sagging 
morale has to be lifted. The ends of so¬ 
cial justice will be served by raising 
production and not by slogans only. 


scale arc carried out as is now being 
done. 

There were actually serious discuss- 
sions for some time about the creation 
of buffer stocks of at least one million 
tonnes by the government. But this pro¬ 
posal did not fructify due to an im¬ 
proper appreciation of the points at 
issue and a needless controversy over 
how stocks should be maintained ajtd 
who should bear the interest charges. 
There could have been a simple solu¬ 
tion to these problems if only it had 
been decided that there would be a 
corresponding adjustment in cx-factory 
prices of sugar or the interest charges 
on buffer stocks could bfc borne by the 
government. However these operations 
have to be treated on a commercial 
basis and the proper course should have 
been to change suitably prices for levy 
sugar when there was partial decontrol 
or, if it was decided to decontrol, give 
an appropriate rebate in excise duty 
payable by sugar mills on future pro¬ 
duction. 

The government however evaded all 
issues and eventually decided to lift 
control over prices and distribution of 
sugar in May this year though it was 
clear that there would be a sizable de¬ 
cline in output in 1970-71, and there 
would also be a sharp drop in stocks 
carried over from 1969-70 season. The 
new difficulties have arisen because of 
an incorrect understanding of the 
forces at work. There has been a 
phenomenal rise in internal consump¬ 
tion in the past three seasons while 
export sales also have been maintained 
at satisfactory levels. In 1968-69 des¬ 
patches from sugar factories for internal 
consumption were only 2,655 million 
tonnes though it should be said that 
in the then prevailing conditions 
this quantity was considered quite 
large. However as output in that season 
amounted to 3.559 million tonnes 
there was an increase in the carry-over 
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into the 1969-70 season to 1.255 mil¬ 
lion tonnes from 576,000 tonnes. In 

1969-70 with higher cant pficcs conti¬ 
nuing to be paid by sugar mills for 
some time and a record cane crop, 
output touched a new peak of 4.262 
million tonnes. There was also a big 
increase in the offtake for internal 
consumption to 3.246 million tonnes 
and in exports to 212,000 tonnes. 
Aggregate despatches, however, were 
considerably short of production in 
1968-70 and there was a big bulge in 
stocks to 2.088 million tonnes from 
1.255 million tonnes. 

While in these two seasons, even with 
a rise in consumption and exports, 
there was a surplus of sugar, the deve¬ 
lopments in 1970-71 have come about 
differently. The level of output was 
no doubt satisfactory at 3.765 million 
tonnes though appreciably below the 
record of the previous season. But what 
has had a complicating effect is the un¬ 
precedented rise in internal consump¬ 
tion to 4.019 million tonnes. Exports 
too were higher at 390,000 tonnes. 
There was thus a big gap between off¬ 
take for internal consumption and ex¬ 
ports and current production and stocks 
had to be utilised liberally for meeting 
this demand. The carry-over into the 
current season was thus only l .442 
million tonnes. 

It is quite hkely that, following de¬ 
control, some quantities are being held 
by traders in urban and rural areas. 
There may have also been slight hoard- 
ing latterly due to expectation of a seri¬ 
ous shortage arising after some months. 
It will not he justifiable, however, to 
presume that stocks with traders will be 
more than 300,000 tonnes w hich would 
mean that internal consumption in 

1970-71 was as high as 3.7 million tonnes 
against only about 2.7 million tonnes 
m 1968-69, Taking into account the 
trend in 1969-70 it may not be unjusti¬ 
fied to expect that there would be a 
further rise in consumption to at least 
4.2 million tonnes in 1971-72 while 
exports can be easily 300.000 tonnes. 
It is, of course, assumed that the 
expectations regarding a further 
rise in output of foodgrains to 112-113 
million tonnes would materialise and 
there would be no serious problem of 
marketing such a large volume. Even 
granting that the growth rate ol sugar 


consumption of 1969-71 may be slowed 
down, the government has to proceed 
on the basis that internal consumption 
and exports in 1971-72 would be equi¬ 
valent to about 4,3 million tonnes. 
Against this need, it is not expected 
that production in. the current season 
will exceed 3.5 million tonnes even with 
the availability of a rebate in excise 
duty on sugar in respect of that purl of 
production in excess of 80 per cent of 
the output for 1970-71. There will, 
therefore, be a running down of stocks 
by 800,000 tonnes and these may not 
be more than 642,000 tonnes by Sep¬ 
tember, 1972. This level cannot be 
considered abnormal in any sense as in 
earlier years basic stocks were only 
around 500,000 tonnes. 

In the altered circumstances, how¬ 
ever, it will be desirable to maintain 
stocks around a million tonnes as in 
1972-73 internal consumption may rise 
to 4.4 million tonnes and with exports 
of 300,000 tonnes, total requirements 
will he of the order of4.7million tonnes. 

It will, therefore, be clear that an un 
manageable situation will arise in the 
next season if there is no advance 
planning and output is not raised to 
at least 4.5 million tonnes. Even this 
level would be inadequate as stocks 
would be reduced to dangerously low 
levels and speculative activity would 
be greath encouraged. 

The above forecast may appear 
fanciful. The fact however cannot be 
overlooked that new trends in 
consumption have emerged and the 
sugar industry has a great responsi¬ 
bility to maintain production at a 
minimum of 4.5 million tonnes and 
raise it annually by 3(K),0(X)-400,000 
tonnes. If nature is bountiful in any 
particular season and current produc¬ 
tion is in excess of current de¬ 
mand, the surplus should be maintained 
in the form of buffer stocks. 

The industry has the capacity to 
produce even 5.0 million tonnes as 
after 1969-70 many new mills have 
come into existence and the earlier 
entrants have vastly ^expanded their 
capacities. There is also no difficulty 
in securing sugar machinery from in¬ 
digenous sources within a short period 
if it becomes necessary to create 


additional capacity. The government 
should therefore review the situation 
carefully and make a serious attempt to 
maximise sugar production even in 

1971-72. 

There are conflicting reports 
about the size of the standing cane 
crop. However, it is true that there 
has been a marginal reduction in acre¬ 
age and sugar mills have to be helped 
to buy their requirements of cane by 
even paying higher prices than the min- 
mum and prevent a diversion of this 
agricultural product for being converted 
into gur and khandsari. This can be 
done by offering even a more attractive 
rebate in excise duly as, on present 
calculations, the formula recently pro¬ 
posed will not be of any great benefit 
to the sugar industry particularly if 
i he estimates of output put out by the 
Indian Sugar Mills Association turn out 
to be correct. 

Even a bigger rebate of Rs 20 
per quintal will not cost the ex¬ 
chequer dearly as less than eight crores 
of rupees will have to be paid by way 
of rebate to sugar mills while, if there 
is a drop in output to 3.2 million 
tonnes, there would be a loss in revenue 
of Rs 24 crores. On tlie other hand, if 
there is an increase in production to 
3.8 million tonnes, the level of 1970-71, 
the exchequer would benefit to the ex¬ 
tent of six crores of rupees even allow¬ 
ing for the rebate. The rebate will be 
really attractive if the basic quota for 
determining excess production is also 
fixed at 70 per cent of the output of 
1970-71. 

Simultaneously, there would have 
to be encouragement to growers 
for extending the area under cane by 
granting advances or providing the re¬ 
quired agricultural inputs. As the cur¬ 
rent season is only in the second month 
and crushing operations have yet to 
gather momentum, it is only to be hoped 
that there will be a proper appreciation 
of the seriousness of the issues 
involved and efforts will be made to 
prevent a decline in production and 
raise it by at least one million tonnes in 

1972-73. Otherwise the situation may 
get out of hand by the middle of next 
year. 
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W. Germany in 


the Nilgiris 


v. balasubramanian 


Thi: GOViRNMiNt of the Federal Re¬ 
public of Germany is presently assist¬ 
ing with men, material and money 
three important agricultural develop¬ 
ment projects in this country. These 
projects are functioning in Mandi 
4 Himachal Pradesh), Almora dis¬ 
trict (Uttar Pradesh) and the 
Nilgiris district (Tamil Nadu). In each 
of these cases the state government 
concerned has associated itself actively 
with the German team which is working 
in partnership with the Agricultural. 
Cooperative or other departments of 
the former. Indeed this collaboration 
is of such an advanced nature that these 
lndo-German projects are run as an 
integral part of the larger agricultural 
development plans at the stale and in¬ 
deed the national level. 

1 he lndo-German Nilgiris Develop¬ 
ment Project is currently committed to 
a very specific goal, namely, the eradi¬ 
cation of a particularly destructive 
pest of the potato crop, namely the 
golden nematode. In recent .years this 
pest had invaded the potato-growing 
tracts in the municipal area of Oota- 
carmmd in the Nilgiris and the 
surrounding villages to such purpose 
that not only was the future of potato 
culture in the infected area threatened 
but the danger of the pest spreading ro 
the principal potato-growing lands in 
other parts of the country besides the 
rest of the Nilgiris district had become 
a very real one. 

Intensive Treatment 

Given the present stage of research 
■or technology available for the purpose, 
the only effective means of controlling 
this pest is the intensive treatment ot 
infested soil with chemical pesticides. 
The snag here is that this treatment is 
so expensive that individual farmers 
would generally not be able to It nance 
it. Hence the imperative need for the 
state subsidising the programme. It has 
been estimated that the cost of treating 
the 7,500 acres ot potato land which 
has been found to be infested would 
amount to over Rs 70 lakhs on account, 
of the pesticide alone. It is perhaps true 
that tne government of Tamil Nadu 
would have had to find this finance (with 
or without the aid from New Delhi) 
if there was no alternative open to it, 
since so much of the economy of the 
Nilgiris is dependent on the potato crop. 
Fortunately however there was the help- 
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mg hand extended by the government 
ol the Federal Republic of Germany 
which had agreed to participate in an 
lndo-German development project for 
the Nilgiris Bonn has not only suppli¬ 
ed 650 metric ton-, of the nemntieide 
‘DasnniF which will be sullieient for 
completing the nematode control pro¬ 
gramme over the required three-year 
period but has also strengthened the 
lndo-German project with technical 
experts well-versed m the held of nema¬ 
tode control. It is worth noting here 
that research on this subject is well ad¬ 
vanced in West Germany where agencies 
such as the Institute for Hocd-Crop 
Diseases and Nematoid Research at 
tlie Federal Biological Establishment in 
Munster ate actively working to help 
counter the pest ellectively. 

Remarkably Effective 

I he programme winch got under way 
at the beginning of 1971 when it was 
applied to about 80 per cent of the in¬ 
fested area, has already proved to be re¬ 
markably effective with the result that 
even the small farmers, who were initi¬ 
ally lukewarm or plainly sceptical, have 
now become enthusiasts and active 
participants. Consequently the projecL 
authorities are confident of covering 
virtual!) the entire area of infested land 
m the course ol the three-year campaign. 
The treatment has to be applied to the 
soil for three successive seasons which 
means that by 1973 most of the affected 
area would have received the full course 
of treatment. While this might for¬ 
mally mark the conclusion of the mam 
nematod control campaign, it would 
still be necessary for the lndo-German 
projecL or the state government on its 
own to ensure that follow-up treatment 
is continued so that the eradication of 
the pest is decisively accomplished. 

Although the nematode control cam¬ 
paign is lIic most spectacular activity 
of this lndo-German project, it does 
not by any means sum up all the work 
this project has set out to do. Initiated 
in 1967 for a period of five years, this 
project has certain large ambitions for 
raising the quality of agriculture, com¬ 
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prehensively understood, in the Nilgiris 
district, h is probably true that it has 
been rat Iter slow in getting off* the 
ground and that thereby some valuable 
time had been lost. Indeed it has bed 
said that it was not easy at first for the 
German experts on the one side and the 
departments or officials of the state go¬ 
vernment on the other (o establish a 
common wave length for eomimmieat- 
s 11 g vvilb each ot her. On the Indian side 
the feeling was that the Germans had 
arrived in the Nilgiris with pre-con- 
ceived notions about the slate of fann¬ 
ing knowledge or experience of the 
people of that aiea. The Germans, 
n appears, thought they were going to 
a backward hilly aiea where such agri¬ 
culture as might be found could only 
be of a primitive kind. Indeed it is 
said that the first German group went 
to the Nilgiris without any molor 
vehicles because it thought that the 
region would he lacking m motorahle 
roads as well as oilier communications 
faciht ics. 

Commercial Orientation 

In point of fact, the Nilgiris is not by 
any means a backward agricultural 
area. On the contrary, thanks partly 
to the presence of plantation agricul¬ 
ture m the form of tea estates and partly 
to the essentiaIIy commercial orienta¬ 
tion of potato grow ing, even the smaller 
peasants in the Nilgiris district had 
come under the influeijce of modern 
farming practices much earlier and u> a 
greater extent than farmers anywhere 
else in the country. 

The use of fertilisers and pesticides 
had become well-established in the 
Nilgiris district as early as in the 
early thirties. This apart, the depart¬ 
ments of Agriculture and Co-opera¬ 
tion of the state government have been 
long in the field m the Nilgiris, as else¬ 
where m the state, as active and pro- 
giessive agencies of rural development. 
All tliis meant that the German side 
found soon enough that it had to do 
some hard thinking and carry out cer¬ 
tain intellectual and psychological 
adjustments before it could properly 
evaluate the naLurc and dimensions of 
its assignment aiul thereby alLtine 
itself to its needs and challenges. It 
is to the credit of the Germans that they 
seem to have successfully completed 
this re-education and re-training of 
themselves and have now a proper ap¬ 
preciation of the complexity of the task 
of Attempting to raise levels of farming 
in an area as agriculturally advanced as 
the Nilgiris district. 

II 

It is possible that the nematode cont¬ 
rol campaign came as an excellent op¬ 
portunity to the German partners to 
demonstrate and drive home the vali- 



900 

Jity and value of the contribution they 
could make to the further; development 
of the rural economy in the Nilgiris 
district. Since the effectiveness of this 
campaign lias been so easily demonst¬ 
rable, it has been a great help to the 
German team in inspiring confidence 
in and winning the co-operation of the 
farmers in the Nilgiris district. Seeing 
that the crop yields have impressively 
improved even after a single treatment 
with the pesticide, the agriculturists in 
this region are not only willing to co¬ 
operate fully with this particular cam¬ 
paign but have also become generally 
inclined to give a respectful hearing to 
other proposals of the Indo-German 
project for strengthening the agricul¬ 
tural economy of the Nilgiris district. 
This development bodes well for the 
ambitious schemes which the project 
authorities arc entertaining for effect¬ 
ing a diversification of farming in the 
Nilgiris district. 

Much of the ills which plague the 
soil in this area, including the nematode 
infestation, is attributed to the fact that 
the land here has had to contend year 
alter year with the adverse effect of 
mono-culture of the potato crop w hich 
is not merely the mainstay but often 
the exclusive support of peasant farm¬ 
ing in many parts of this district. 
Because of its easy marketability and 
its general commercial profitability, the 
growing of potato has almost become 
the way of life with farmers in the Nil¬ 
giris and although the better informed 
among them seem to realise that only 
a sound rotation of crops would be an 
adequate long-term answer to such 
problems as nematode infestation or the 
proper conservation of the fertility of 
the soil, the prevailing attitude still 
seems to be that to break away from 
the almost continuous cultivation of 
potato might turn out to be a leap in 
the dark. The project authorities there¬ 
fore have their work cut out to persu¬ 
ade the farmer that he w ould be running 
no unreasonable risk in opting tor a 
sensible scheme of crop rotation or 
diversified farming. 

Distinct Strategy 

Their strategy in this respect is based 
on two distinct tactical lines of ap¬ 
proach. The first is to win the farmer's 
trust b> helping him to make a better 
business of cultivating his favourite 
crop, vi/., the potato. With this aim 
in view much laboratory and field work 
is being done to propagate virus-free 
potato seeds and evolve and apply a 
battery of plant protection measures 
for dealing with virus or fungus dis¬ 
eases which attack the potato crop. 
Emphasis is also laid on the evolution 
of high-yielding varieties of potato in 
the hope that the popularisation of such 
varieties would help m releasing part of 
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the land now under potato for cultiva¬ 
tion of other vegetable or fodder crops. 
Encouraging results have been obtain¬ 
ed in this context with the development 
of a high-yielding strain called <s kufri 
muthu’\ but its general acceptance 
must await improvement in the capacity 
of the tuber to stand transport over 
distances without the skin breaking up. 

The second line of tactical advances 
to the farmer in order to wean him 
from the mono-culture of potato is the 
development of high-yielding vegetable 
varieties which are suitable to the soil 
and climatic conditions of the Nilgiris 
district and for which a profitable 
urban market exists both within 
Tamil Nadu and in the neighbouring 
states. Intensive trials have been con¬ 
ducted with high-yielding varieties 
from all over the world and it has been 
found that 15 strains of vegetables such 
as cabbage, cauliflower, brussel sp¬ 
routs, various kinds of beans, peas and 
carrot could be cultivated with profit in 
place of corresponding local varieties. 

These recommended strains, be¬ 
sides being high-yielding, are also 
of short duration. The multiplication 
of* seeds of the recommended strains 
have been taken up in the Project farms. 
In addition to the work on vegetables, 
the project lias already been trying to 
promote improved varieties of straw¬ 
berry and, in the field of horticulture, 
gladioli. Market surveys have been 
carried out for ascertaining possibilities 
of marketing Nilgiris vegetables in the 
urban centres of Bombay, Madras, 
Vellore, Bangalore and Mysore. It 
has been found that, whereas only 
14.000 tons of Nilgiris vegetables are 
being sold in these cities per year at 
present, there is scope for a much larger 
trade of over 61,000 tons. 

Animal Husbandry 

Animal husbandry is an activity 
allied to agriculture for which again 
considerable scope exists jn the Nilgiris 
district. This region already boasts of 
cattle of good quality, thanks to a tra¬ 
dition of rearing cross-bred cows. The 
limiting factor is the availability of 
fodder. Pasture facilities have suffered 
because of over-grazing added to the 
ravages of soil erosion. Fortunately a 
soil conservation scheme is in opera¬ 
tion for arresting further deterioration, 
while attempting land reclamation. 
This apart, it is felt that an intensive 
programme for the production of fodder 
crops is a must if this region is to realise 
substantially its potential for animal 
husbandry particularly dairying. A 
promising effort which has been under¬ 
taken by the Project in this context is 
the promotion of fodder vegetables as 
part of a scientific pattern of crop ro¬ 
tation. 

While the primary condition for the 
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progress of this endeavour to wean the 
farmers of the Nilgiris from their mono¬ 
culture of potato would be the promo¬ 
tion of high-yielding strains of alterna¬ 
tive crops, its*ultimate success would 
depend on the efficient organisation of 
marketing outlets and facilities for the 
produce of this diversified agriculture. 
From this point of view the thinking, 
which is now going on in the project 
regarding the establishment of cold 
storage facilities has considerable signi¬ 
ficance. Ideas on the subject, however* 
seem as yet to be nebulous. There is- 
some discussion whether the cold sto¬ 
rage facilities should be established in 
the Nilgiris or in the main consuming 
centres. 

Again view's differ on whether 
the project itself or u department of 
the state government, for instance, the 
co-operative department, should 
assume this responsibility or the potato- 
growers might, be encouraged and 
helped to set up a co-operative organi¬ 
sation of their own for this purpose. 
On one issue, however, there is an im¬ 
pressive unanimity of opinion. It is 
considered to be definitely undesirable 
to allow middle men to gain control of 
the cold storage business. The argu¬ 
ment here is that experience in Punjab, 
Haryana and Delhi suggests that, when 
mere financiers succeed in controlling 
cold storage facilities, both farmers and 
consumers become losers. 

Ill 

Even casual observers have remar¬ 
ked on the differences in direction and 
contents between the Indo-German pro¬ 
ject in the Nilgiris and the other two 
Indo-German projects which arc func¬ 
tioning in northern India. Whereas 
in the case of the Almora project, for 
instance, the main purpose is to intro¬ 
duce modern methods of farming, parti¬ 
cularly the use of fertilisers and pestici¬ 
des in an area where the peasantry is 
engaged in traditional subsistence farm¬ 
ing, in the case of the Nilgiris the de¬ 
velopment effort has had to be quali¬ 
tatively different since the problem here 
is mainly one of inducting more refine¬ 
ments and sophistication into an al- 
readx advanced structure of agricul¬ 
tural practices. 

At the same time it has to be noted 
that, even with regard to the project in 
the Nilgiris, a call has been made on 
the resources and energies of the pro¬ 
ject authorities to adjust themselves, 
for part of the time, to the typical prob¬ 
lems of backward agriculture. This is 
because, following the reorganisation of 
states, the Nilgiris district had taken in 
the south-east Wynaad area of Kerala. 
This area comes within the Cudaluf 
block of the Nilgiris district and is topo¬ 
graphically a very different proposition 
from the other parts of the district such 
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as the plateau region of Coonoor and 
Ootacamund having an elevation of 
from 3000 ft. to 7000 ft. above sea level. 

The south-east Wynaadjrcgion has an 
elevation of from 2500 ft. to 3500 ft. 
and has a pattern of agriculture which 
is centred in the cultivation of rice. 
This is agriculturally a really backward 
area with its average yield of the main 
crop, which is paddy, working out 
to about two-fifths of a ton per acre. 
Thanks, moreover, to the feudalists 
jafuvi system of tenure, which was pre¬ 
valent in these parts and was termina¬ 
ted only recently by legislati >n of the go¬ 
vernment of Tamil Nadu, the Gudalur 
block has sutfered over t he years from 
all the ills of penurious peasant farm¬ 
ing. In addressing itself to the problem 
of agricultural development m this 
area, the indo-Gcrman project there¬ 
fore has had to draw up for itself a 
set of values and priorities suited to the 
problems of hie and livelihood peculiar 
to this region. The strategy followed 
here falls into three parts, first, thcie is 
the familiar packet of imporved agricul¬ 
tural practices comprising the use of 
improved seed, fertilisers and pesticides 
and this is being vigorously applied io 
the purpose of improving the economic 
viability of paddy cultivation in this 
area. Secondly an effort is being made 
to popularise spccilicially cash crops 
in tins essentially paddy growing area. 
A scheme is m operation for distribut¬ 
ing seedlings of the Arcca palm which 
demands little care in its tending but is 
a very paying proposition. Interesting 
advances have also been scored in 
propagating improved strains of the 
ginger plant which again is commer¬ 
cially quite a profitable crop. 

Interesting Feature 

Finally— and tins in fact is the most 
interesting a id cocn a unique feature 
of the Project's activities in the Gudalur 
block —, a rather radical scheme of 
financial assistance has been worked 
out as ail attempted answer to the acute 
deficiency of capital from which fnrm- 
ingand farmers in this region had been 
suffering for years. This is a special 
Small Loans Programme under which 
louns of modest amounts arc made io 
farmers on personal security in order 
to enable them to take up the cultiva¬ 
tion of paddy, ginger and other tropical 
crops according to the improved pack¬ 
age of practices recommended by ihe 
Project authorities. The capital for 
this programme is to be contributed in 
oqual parts; by the government of the 
Federal Republic of Germany and the 
state government of Tamil Nadu. The 
German share of DM 5,50,000 has al¬ 
ready been placed at the disposal of 
the Project and is now being utilised for 
the programme. The government of 
Tamil Nadu however has still to remit 
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to the Project its share of the contribu¬ 
tion which would be Rs 11 lakhs. 

Since the loans are being sanctioned 
from this year it is too early to say whe¬ 
ther the concept of lending on personal 
security has proved itself. But the Pro¬ 
ject authorities themselves are quite 
confident of successfully working this 
programme and are m fact piepanng 
themselves to extend the scheme to 
needy farmers in the rest of the district. 
If is however necessary to mention that 
there seem to be some mental reserva¬ 
tions with rogaid to the practicability 
ol the scheme on the part of the Co¬ 
operative Department of the state go¬ 
vernment at certain levels of its hietai- 
chy. The sceptics ha\e iheir own view 
of human nature while the Project au¬ 
thorities on their pail have ehown to 
reac* to this scepticism as a challenge to 
them to demon diate that this loan 
scheme could work. The German 
leader of the Piojvu, Dr Karlheinz 
Woipers is personally determined to 
make a success ot this scheme and 
his faith is fully sinned by hi> Indian 
counterpart, Mr A. R. Bhaskar.nn 
Incidentally, the much-publicised plans 
of commercial hanks assisting farmers 
with loans on raw terms do not appear 
to have been taken seriously whether 
within the Project oi outside. 

Impact on Backward Region 

Tne Project aulhoiilies are keen on 
ensuring that their work makes an im¬ 
pact on this backward region within as 
short a period as possible. They realise, 
however, that they face an uphill task, 
partly because some of the larger far¬ 
mers in the area can be persuaded only 
with difficulty to switch over to new 
strains of paddy especially as their 
initial experience wnlh some of the re¬ 
commended varieties has not been too 
happy. Besides, the smalt si/e and 
fragmentation of holdings in the region 
creates difficulties in the way of steps 
being taken to stop damage to crops 
by wild pigs oi juuois. Nevertheless 
Project authoiities believe that, given 
sufficient time, they would be able to 
raise fanning standards in this area 
appreciably. With the abolition of the 
jwtnti sv stem of tcnuie, the aUual 
tillers of the soil have now gamed 
a stake m the lands they culti¬ 
vate and, given the sympathetic and 
even risk-assuming liberality of ap¬ 
proach on the part of the Project 
authorities as evidenced by the Small 
Loans Programme, there is reason to 
believe that the Gudalur block has a 
fair chance of drawing level with (he 
agriculturally more advanced areas m 
the rest of the Ndgiris district. 

IV 

A decision on the future of this Pro¬ 
ject, i.e., whether it should be continued 
for u further period after its present 
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term (which w»II be completed in 1972) 
is over, has to be taken in Bonn as well 
as here in India. Judging from the fact 
that the government of the Federal Re¬ 
public of Germany has agreed to an 
extension of (he Mandi Project while 
the ambassador of that government in 
New Delhi has recently indicated that 
similar consideration would be given to 
the Almoin Project, il is very much on 
the cards that Bonn will agree to the 
Nilgm* Project continuing to pursue its 
programmes for a reasonable period. 

Government s Appreciation 

So lar as ihe government of lunnl 
Nadu is concerned, it appears that il 
will undertake an evaluation of the 
work of the Pmjevf before the current 
calendar year is over so that it may be 
m a position to indicate its mows early 
enough in the new year. Asti is, the 
Tamil Nadu government has evidently 
been placing a high value on the work 
of this Project. It is worth noting that 
n has associated wry senior officers of 
its departments of Agriculture and Co¬ 
operation with the Project, while the 
Scl rotary for Agriculture in ihe slate 
government seems to be keeping a kind¬ 
ly eve on the problems and needs of the 
Protect. As is the case with othui 
Indo-German projects of this kind, 
opportunity has been freely provided 
for Indian officials of the Piojeet to 
visit the Fed ci a I Republic of Germany 
for obtaining such advanced informa¬ 
tion and knowledge as may be avail¬ 
able in that country with regard to their 
various specialities. 'This apart, the 
most important "invisible’ or cultural 
gain to this country fiom this Project 
is the example of disciplined and de¬ 
tailed organisation which the German 
team is prov iding. In evidence of this I 
would like to eiic tin: fact that the Ger¬ 
man gioup has been at great pains to 
colled basic data from various official 
records and other sources, collate this 
information and present il in the form 
of chart* and diagrams of climatic and 
soil conditions anti the rainfall and 
other geographical history of each and 
every part of the Nilgiris district. 
Thcie by the Project has equipped it- 
wlf with readily assimilable and quite 
compcliensive basic data for the 
scion t ilk planning of agriculture and 
allied development in the region. It has 
also helped thereby to create an aware¬ 
ness among planners in our country of 
the need to relate projects and plans 
strictly to a systematically organised 
fact ual background. The way t he Pro¬ 
ject workshop is run at Ootacamund 
should serve as au object lesson in 
purposeful planning, 

in ihe course of a Development Po¬ 
licy Concept, for the second develop¬ 
ment decade adopted by the government 
of the Federal Republic of Germany, 
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it is mentioned that among the areas of 
emphasis demarcated for this develop¬ 
ment policy would be tjic effecting of 
structural improvements m tjjaccountry¬ 
side. This, it is said, will besought to 
be done by assisting in the promotion 
of production and diversification in 
agriculture, including the forward and 
backwardl inkage sectors, organization 
of an efficient infrastructure and 
creation of industrial jobs outside 
urban agglomerations. This policy 
declaration proceeds to say: 

“lit most developing countries during 
the Second Development Decade, the 
agricultural sector will remain deci¬ 
sive for improving the living condi¬ 
tions of the majority of the popula¬ 
tion. This makes it important for 
German development aid. 

“Successes in the sector of agricul¬ 
tural production (“theGreen Revolu¬ 
tion 1 ’) have made clear that the 
bottlenecks are to be found primarily 
in the lack of purchasing power of the 
poorer sections of the population as 
well as in the forward and backward 
linkage sectors. 

Social Tensions 

“Social tensions have in many cases 
been aggravated by the “Green Revo¬ 
lution 11 . For this reason, promotion 
measures in the agricultural sector 
will only become fully effective in 
many countries when promising agri¬ 
cultural reforms are launched. The 
federal government considers such 
measures important and is ready to 
support them. 

“In the future, the instruments of 
agricultural aid will be applied pre¬ 
ferably where they are able to contri¬ 
bute to the success of sound agricul¬ 
tural structural measures taken by 
the developing countries. This will 
require the increased secondment of 
government advisors and promotion 
of credit, procurement, production 
and marketing organisations. Above 
all the development of extension ser¬ 
vices and agricultural credit systems 
will be promoted. The promotion 
of agricultural research and tec li¬ 
no logs is to be intensified. There 
will be increased on-the-spot co-opera¬ 
tion between highly-qualified advisors 
and research workers and the relevant 
institutions in the developing coun¬ 
tries, 

“In the production sector, special 
attention is to be given to animal and 
vegetable protein production. 

“In the processing sectors, the storge* 
marketing, distribution and process¬ 
ing of agricultural products are gain¬ 
ing increased importance. Here, 
special account is to bo taken of the 
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possibilities of exporting processed 
and manufactured products. 

“The Federal Republic of Germany 
will promote the rational manufac¬ 
ture of agricultural production re¬ 
quisites in the developing countries. 
This will also include the setting 
up of efficient repair and advisory 
services. These factors are to be 
taken into account when production 
requisites are supplied. 

“Greater emphasis is to be given to 
on-the-spot training of senior per¬ 
sonnel as well as medium-grade 
technical and organizational person¬ 
nel; also, training is to be geared as 
much as possible to practical require¬ 
ments. 

“The various promotional measures 
should be integrated within the frame¬ 
work of larger projects and program¬ 
mes.*' 

from the account 1 have given of the 
Nilgiris Project, it will be seen that this 
cffoit is particularly tailored to fit the 
aims and objects which Bonn has set 
for itself. A point that may.be noted 
here is that apart from its work relating 
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to agriculture and allied activities* 
the IndO'+German Project has made a 
beginning in concerning itself with re¬ 
lated industrial development. Thus it 
has contributed its effort towards the 
establishment of a malt factory in the 
Nilgiris by an Indian firm in colla¬ 
boration with the German Brewers 
Henninger International. This plant 
could prove to be a useful customer for 
the barley which many farmers in the 
lower elevations find it necessary to 
grow in the autumn season since, due 
to water shortage, they can take out 
only one paddy crop per year. With 
the diversified agriculture which the 
Project is trying to bring about, 
there will obviously be scope for 
many more processing industries to be 
set up in the area of the Nilgiris. Simul¬ 
taneously, the necessity for the estab¬ 
lishment of proper godowns including 
cold storage facilities for potato and 
other vegetables will become more ur¬ 
gent. The Project therefore may be 
said to have moved into the closing 
stage of merely the first phase of its 
mission. A great deal of hard and re¬ 
warding work still lies ahead. 
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An Outstanding Judgment 

R. V. MURTHY 


Judgments or the Supreme Court, the 
highest court of appeal in the country, 
are meant to be read not only by other 
courts, judges and lawyers but also by 
laymen, let alone litigants For how 
important an independent judiciary is to 
the successful functioning of a demo¬ 
cracy is brought home again and again 
by these judgments, especially when 
over-zealous — sometimes vindictive 
—executive agencies, interpreting the 
letter of the law and not the spirit 
underlying it, lend to create situations 
that lead to avoidable harassment of 
industries and individuals. 

Take, for example, the recent judg¬ 
ment of the Supreme Court in regard 
to an appeal by the Century Spinning 
and Manufacturing Company Limited 
(Century Mills) against a judgment of 
the Bombay High Court arising ut of 
an alleged contravention of the Essen¬ 
tial Commodities Act, This judgment 
must be regarded as an outstanding one, 
in that it has not only held that the 
order of the Chief Presidency Magist¬ 
rate, Bombay, discharging the Century 
Mills and its officers was well within 
his jurisdiction, just and fair, but that 
the Bombay High Court, a higher 
court, which had reversed this order, 
was dearly in error. 

Notable Point 

It has also made the notable 
point that while it is open to the 
police to launch a prosecution, even if 
it be jno/c than two years after an 
offence is alleged to have been commit¬ 
ted, on the plea that a violation of the 
Essential Commodities Act is a cogni¬ 
zable offence, u (the police) ought also 
to take into account all the facts of the 
case, in particular whether there has 
been any mens rea on the part of the 
party involved, if the prosecution is not 
to be dismissed as groundless. More 
importantly — and this is what the 
police authorities would do well to 
note—the learned judges of the Sup¬ 
reme Court have made it very clear that 
they are averse to any course being 
adopted that might merely result in 
unnecessary harassment to the party in¬ 
volved without serving the cause of 
justice. 

The case was a sequel to the raids 
carried out by officials of the CBI on 
Jtrtie IS, 1967, on the Birta group of 
textile mills spread Ah over the country, 
one of them being the Century Spinn¬ 
ing and Manufacturing Company 


Limited, Bombay. These searches were 
carried out in pursuance of a First 
Information Report, recorded in 
Delhi, alleging that serious fraud has 
been committed during the period 
1963-67 by the management of the Birla 
group of textile mills, who were, 
inter alia , alleged to have evaded proper 
payment of excise duty. The search 
operations continued, in the case of 
Century, from June 1 $, 1967, to June 20, 
1967, and several of its papers, docu¬ 
ments and books of accounts were 
seized by CBI. Although no evasion of 
any excise duty by (he mills was found. 

Case Registered 

On June 20, 1968, the CBI registered 
a case and filed a complaint against 
Century and its officers, alleging 
offences, under Section 120-B of the 
Indian Panel Code read with Sec¬ 
tion 7 of the Essential Commodities Act 
1955, on the ground that the mills had, 
without obtaining 1 he permission of the 
Textile Commissioner, manufactured 
betwen October 20, 1964, and June 25, 
1965, “Paramsukh” dhoties (which 
the mills had been traditionally manu¬ 
facturing for several years prior to that 
date) with construction particulars 
which did not conform to the appropri¬ 
ate notification issued by the Textile 
Commissioner under the Essential Com¬ 
modities Act, 1955. Thai the mills did 
not make any extra profit, nor did it 
achieve any undue monetary gain, by 
manufacturing the aforesaid traditional 
variety, however was not in dispute. 

Mr M.D. DJiruv, Chief Presidency 
Magistrate at the Esplanade Court, 
Bombay, discharged all the accused, ob¬ 
serving that “ .. there was no reason to 
think that all or any of the accused had 
committed any of the alleged offence 
singly or in conspiracy with the other,.. 
There was no profit motive or malafide 
intention in continuing the manufac¬ 
ture of the traditional variety of 
“Paramsukh” dhoties by themilE . . Jt 
would seem that, with the exercise of 
a little more fairness (on the part of the 
government) this fruitless litigation 
could have been well avoided/’ 

Against the order of discharge of t he 
learned Chief Presidency Magistrate, 
the state of Maharashtra filed a revision 
application which was heat’d by the Sup¬ 
reme Court Judge Mr Justice Vim&dalal. 
The learned judge expressed his clear 
view that the Textile Commissioner was 
not desirous of pursuing the matter of 


the alleged irregularities by the mill, 
in continuing to manufacture “Pararn- 
sukh" dhoties that did not comply with 
the notified specifications, and rested 
content with the warning that he had 
issued to the mill. For some mysterious 
reason, however, this matter was raked 
up almost two years later. It was. in¬ 
deed, strange that the police should 
have done so, because it was, after all 
the office of the Textile Commissioner 
that was concerned with the regulation 
and control of the textile trade in the 
interests both of the consumer as well 
as of the trade. But the charge-sheet 
having been filed and criminal proceed¬ 
ings initiated, the law had to take its 
course. 

In considering the scope and effect of 
Section 251-A of theCriminal Procedure 
Code, the learned judge observed, 
inter alia, that the trial court was not 
called upon to decide finally at the ini¬ 
tial stage of the proceedings, whether 
on a true construction of the relevant 
notifications, etc., the mill would be 
said to have committed any offence at 
all. This, according to him required 
a full argument at the hearing of the 
case after framing the charge. He, 
therefore, set aside the order of dis- 
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charge and remanded the case to the 

Chief Presidency Magistrate. 

*/.' 

The Supreme Court, white reversing 
the order of the high court, held that the 
argument that the court at the stage of 
framing the charges had not to apply 
its judicial mind for considering whether 
or not there is a ground for presuming 
the commission of the offence by the 
accused is not supportable either on the 
plain language of the section or on a 
judicial interpretation, or any other re¬ 
cognised principle of law. 

The court also held that the Textile 
Commissioner having felt satisfied that 


the appellant's case fell within the noti¬ 
fication of November 2, 1964, the 
appellant must be held not to have vio¬ 
lated any provisions of the notifica¬ 
tion dated October .13, 1964 with 
any guilty mind. The court further 
held that there was no mens rea on 
the part of the appellant mill with the 
result that the prosecution for the 
offence charged must be considered to 
be groundless. In the result, the Sup¬ 
reme Court allowed the appeals and 
set aside the order of the high court and 
restored that of the learned Chief Presi¬ 
dency Magistrate, discharging the 
appellants. 


Labour Productivity in Industry 

D K POTHURAL 


India is in the midst of her development 
plans; the energies and resources of the 
nation are being concentrated on na¬ 
tional progress and well-being. In 
this historical process of national de¬ 
velopment productivity, especially la¬ 
bour productivity, has a special mean¬ 
ing and significance and is indeed an 
instrument of great purpose and value. 
It is well-known that the country’s 
internal resources and foreign ex¬ 
change are fully stretched. At such 
a juncture in the history of the 
country the need for maximum labour 
productivity »s all the greater. It is in 
the national interest to obtain the maxi¬ 
mum output from the available re¬ 
sources in the form of plant, machinery 
and manpower. 

Main Feature 

Productivity generally refers to the 
ratio between the production of a given 
commodity measured by its volume and 
one or more input factors also measur¬ 
ed by their volume. Some interpret the 
term as the ratio of output to resources 
expended and others as the overall 
effectiveness of a productive unit, i.e., 
its ability to produce more economi¬ 
cally and efficiently than others. The 
main feature of productivity is a quest 
for optimum combinations of inputs 
necessary for realising higher producti¬ 
vity standards leading to higher levels 
of living. It is difficult to say that in¬ 
creased productivity is the result of more 
efficient utilisation of plant and ma¬ 
chinery or of more intensive efforts of 
workers and management or of the 
application of new technical develop¬ 
ments and improvements to the pro¬ 
cesses of production. 

Productivity is the index of efficiency 
throwing light on the effectiveness of 
the individual or combined factor? used 
in producing goods or services. Pro¬ 


ductivity is the power to produce and is 
usually denoted by the ratio between 
output and input. Men, machines, ma¬ 
terials, capital, power and services all 
contribute to productivity and the ex¬ 
tent to which each does so may be 
ascertained by the productivity of each 
factor. Although productivity is mea¬ 
sured by the ratio of output to input, 
an idea of increased productivity is ob¬ 
tained when losses are minimised and 
consequently cost of production is 
reduced. Thus in the case of 
labour, productivity is increased with 
the elimination of ineffective and 
idle time of workers. The important 
factors responsible for improvement 
of labour productivity are proper 
selection, training and placement 
of workers, work study including fixa¬ 
tion of rates and incentive scheme, 
production planning including steady 
flow of materials, better lay-out, better 
working conditions, and simplification 
as well as standardisation of work. The 
usual measures of labour productivity 
are: 


I. Where output is uniform and of a 
standard type. 


Output 

Labour productivity ---- 


Actual hours 


2, Where output consists of different 
types of products content of ineffective 
or lot time. 

Labour productivity (i.e.) Efficiency- 
Production in standard hours 


Actual hours worked 

Some accountants are df the opinion 
that there is a link between labour 
productivity and other factoral pro- 
ductivites and Work out the equivalence 
of machine, material and other factoral 
productivities in terms of labour pro¬ 


ductivity, That is to say, If the m.h.r. 
is R$ 20 per hour the machine can be 
taken as equivalent to 20 workers^ Si¬ 
milar materials used may be expressed 
in terms of labour and overall produc¬ 
tivity can be measured with the help of 
a homogeneous relationship. 

Harmful Policy 

The government’s labour policy is 
neither in the interest of the country 
nor of labour. It has caused labour 
unrest on an unprecedented scale. The 
evils arising from the pursuit of a deli¬ 
berately inflationary policy are sought 
to be cured by wage increases,, DA, 
bonus and so on. 

The table below shows that money 
wages have been deflated by consumer 
prices as years passed by, 

INDIA : INDEX NUMBERS 


Index Nos of: 



Real 

wages 

Produc¬ 

tivity 

Employ¬ 

ment 

Con¬ 

sumer 

prices 

1958 

95 

84 

82 

87 

62 

100 

93 

94 

97 

63 

100 

100 

100 

100 

64 

93 

97 

106 

113 

65 

94 

97 

108 

124 

66 

93 

— 

107 

137 

67 

89 

— 

109 

156 

68 

94 


108 

160 


Source: Indian Labour Statistics, 62-70. 

In any country, we come across many 
deterrents to productivity such as bad de¬ 
sign of product, lack of standardisation 
incorrect quality standards, poor process 
of planning, wrong machines and tools 
used, bad layout, ineffective methods of 
working, lack of raw materials, fre¬ 
quent plant breakdowns, poor working 
conditions, frequent accidents, absence, 
illness, lateness, careless workman¬ 
ship on the part of operatives, etc. 

We should not compare the labour 
productivity in our industries with that 
of advanced countries. Comparison 
can only be made when there are simi¬ 
lar stages of development in many fac¬ 
tors. Here we should admit that la¬ 
bour productivity in Indian industries 
is high considering all the deterrents 
mentioned above as well as empirical 
studies. The present labour producti¬ 
vity in the steel plant (Rourkela) is 60 
to 70 tonnes per man-year. It is 90 
tonnes in Britain, 200 tonnes in the 
USA and Japan. While the high labour 
productivity in the USA and JafAn can 
to a great extent be ascribed to the high 
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All the water we have 
can irrigate only half our 

cultivable land 


so we’re doing a striking job in search of water 


We have about 1680 thousand million cubic metres of water. Because of the physical 
geography only one third is usable. Even if we used all the water it would irrigate only half 
our cultivable land. At present over 160 trillion hectares are cultivated. Only 28 million 
hectares receive irrigation. So we’re going below the surface in search of water. The first 
water well drill was supplied by us 20 years ago. Today we manufacture them in India to 
the design of Westinghousc Air Brake Company, U.S.A. Of the 300 water well rotary 
drilling rigs in India, 200 are made or supplied by us. 


Reaching for water is one field of our activity. Bringing it to the surface is another. That’s a 
job for Johnston pumps. We’ve supplied several thousand Johnston turbine and submersible 
pumps in Southern and Western India—part of our endeavour to give irrigation a lift. 


Development of industries is equally important. So we design, manufacture and instal 
plant and machinery for every vital industry. It’s been our business for 30 years. 

All along we’ve endeavoured to develop latest technologies and talents—not 
only of the 10,000 people with us but also of the 10,000 or more, who 
work in 600 ancillary units we have assisted and developed over the years. 

LARSEN & TOUBRO LIMITED 
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In our little way 


• # 



As India moves towards its goal of ail-round develop¬ 
ment, we make our contribution. On the food front, 
Union Carbide provides pesticides and polyethylene 
film which help the farmer reap a bigger,better harvest. 
On the home front we bring to you a variety of 
household articles ranging from batteries and flash¬ 
lights to colourful containers made from our poly¬ 
ethylene. We supply raw materials and chemicals 


essential for the pharmaceuticals, paints, textiles, Iron 
and steel and rubber industries. On the export front 
Union Carbide combs the five continents for new 
markets and Its products reach more than 50 countries 
including the US.A. These are but some of the seeds 
that Union Carbide India Limited has sown to raise the 
standards of living of the people of India, Yes, in our 
little way we help India fight its war on all fronts t 


sowing the seeds of progress 
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degree of sophistication and automa¬ 
tion, out low labour productivity to a 
large extent is due to excess labour 
employed. 

» 

Another problem is that workers are 
neither willing to increase their quan¬ 
tum of work nor do they accept an in¬ 
centive bonus. From available data it 
can be seen that the one unit where pro¬ 
ductivity has been very low is in 
sophisticated electric sheet mill, where 
the Cold rolled sheets have to be hand- 
separated. While in West Germany, the 
rate is around 12.5 tonnes per man 
per day, in India it is 1.5 tonnes. Ac¬ 
cording to informed sources, it should 
be possible even under local conditions 
to achieve u figure of 4.5 tonnes per 
man per day. 

As is well known, in general terms, 
productivity means the efficient utilisa¬ 
tion of resources for the production of 
goods and services required for the 
community, India is a developing 
country which naturally suffers from 
inadequacy of capital, material, skilled 
manpower and resources. 

There are two major dimensions of 
productivity; one is factor productivity 
and the other is labour productivity. 
The former accounts for increase of 
production through technical and scien¬ 
tific improvements in the mechanism 
of production, managerial efficiencies 
and entrepreneurial abilities, while 
labour productivity accounts for the 
intelligent application of human skill 
to the techniques of production. 

The developed nations have registered 
economic growth and development 
through technological innovations or 
imitations and as such labour produc¬ 
tivity in these countries received added 
emphasis in productivity as a whole. 

Team to Japan 

In order to prepare the ground for 
launching a comprehensive productivity 
drive in Indian industries, the govern¬ 
ment of India sent a team to Japan in 
1956 and eventually established the 
National Productivity Council in 1958. 
The programme chalked out for the 
National Productivity Council aims at 
generating consciousness of labour pro¬ 
ductivity, an urge to incorporate the 
techniques and processes which can lead 
to an increase in productivity and an 
appropriate climate of trust and co¬ 
operation between management and 
labour fpr launching the productivity 
drive. A provision of Rs 37.11 crorcs 
lias been made in the fourth Plan for 
labour welfare and craftsmen training 
programmes. It is an accepted fact 
that “workers participation in manage¬ 
ment” is a good device to bridge the 
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differences between management and 
working class. 

Now a word about public sector in¬ 
dustries; The misconception about 
the apparent poor performance is 
partially due to the inability of the 
management of such enterprises in 
determining the true profitability ratio. 
The management should try to win the 
public confidence which it lacks now. 
In some concerns like Telecommuni¬ 
cation Factory, Calcutta, the labour 
productivity ratios are very high (115 
years of pioneering work). Wc can not 
blindly compare public sector under¬ 
takings with private sector undertak¬ 
ings and say the performance of the for¬ 
mer is poor. We must consider social 
costs and social benefits of any public 
enterprise If we want to know its real 
performance. Bui it should not be for¬ 
gotten that a changed outlook in public 
enterprises is necessary. 

With the commencement of five-year 
Plans, the accent is on specialisation 
punctuated with the slogan of self-suffi¬ 
ciency. Growing aspirations of the 
working people since Independence came 
to the forefront with the strengthening 
of trade unionism in the country. 

Productivity Consciousness 

In the APY (Asian Productivity Year) 
programme of APO emphasis has been 
laid on creating productivity consci¬ 
ousness involving government, top 
management, labour and information 
media in the productivity drive. 

There arc many factors concomitant 
to labour productivity in our industrial 
scene. 

The level of wages in the vast sector 
of Indian economy is very low. But 
there are certain other sectors where 
wage is much above the level which 
gives minimum cost per “work unit.*' 
This is mostly to be found in the go¬ 
vernment sector and it is the direct re¬ 
sult of the colonial rule. This irrational 
wage difference continues even in the 
post-Independence era. It is, therefore, 
easy to.see that in such a situation an 
increase in employment at the cost of 
those whose wage is above the level 
which gives minimum cost per ‘ work 
unit” will have a multiplier effect on im¬ 
mediate increase in employment through 
increased productivity df labour without 
adversely affecting capftdl formation. 
Inter-state and inter-industry wage diffe¬ 
rentials are quite wide in India. A 
slovenly attitude in this regard would 
be at the risk of industrial peace. 

Wage increases have their own in¬ 
flationary impact on other sectors of 
economy. Increase in wages in steel 
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plant (Rs 96 in 1962 to Rs 240 itow) 
would hit railway and engineering in¬ 
dustries. It is also true that additional 
burden would hit profitability. The 
phenomenon of wages chasing prices 
and prices chasing wages Inis received 
attention and study, and caused much 
concern in most of the developed in- 
dusirialised countries, some of which 
endeavoured to follow an incomes po¬ 
licy which would control the spiral to 
some extent. 

What matters to the production wor¬ 
ker is not the particular wage rate 
alone but also the volume of employ¬ 
ment offered at the varying rates of 
wages. Again, it is not only the size 
of earnings and the total volume of 
employment made available by the 
productive organisation at different 
income levels but also the workers' 
mode of spending the earned income. 

Wages and prices move together 
over the cycle, except at the turning 
points, leaving real wages relatively 
stable. Increases in real wage rates 
might come about through a contrac¬ 
tion both of output and employment 
and a consequent development of ex¬ 
cess plant capacity. Real wage rates 
may rarely rise with an expansion of 
output, if the output rises faster than 
employment through the absorption 
of excess capacity and new investment. 
If the output continues to rise beyond 
the maximum rate of utilisation of 
plant and equipment, wage costs will 
tend u> rise considerably inducing a fall 
in real wage m*cs. So long as prices 
remain responsive to changes in wage 
costs, increases in wage rates wit hour 
shrinking employment can be sustained 
only by enhanced productivity and pro¬ 
duction. 

Wages paid to the workers should 
thus be linked to productivity. 

Exploitation of Labour 

The relatively more elastic supply of 
work force in the la hour market con¬ 
tained the seeds of exploitation. In 
the Ahniedabad labour market, for 
example, the badli workers could have 
got Rs 248 per month had they been 
given permanent jobs in the textile in¬ 
dustry, but they got on an average Rs 
120 a month for the same kind of work. 
The managers and senior executives of 
mills pointed out that the badli workers 
were as productive as the permanent 
workers. It was obvious therefore, 
that their wages were less than their 
average productivity. 

This goes to prove that wages arc 
not linked with productivity which 
results in low labour productivity. 
Hence, the two conditions of the ex- 
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ploitation of the labour forte were 
fulfilled i» the case of badli workers. 
First, the supply of labour force was 
elastic and second, the total images and 
other allowances were less than the 
productivity. However, the fact that 
the average product of the badli wor¬ 
ker was greater than wages only proved 
the existence of exploitation in the 
Marxist sense. In many cases, it was 
found that the marginal product of the 
subsjtu'c labour exceeded the wage 
rate. This became clear after an exami¬ 
nation of the technical and wage data 
supplied by management of J3 textile 
mills. 

Without the computer effective cont¬ 
rol of materials procurement, invento¬ 
ries and costs is virtually impossible 
in large and complex industries. It is in 
addition becoming an essential tool of 
forward planning and marketing, while 
on the factory door itself it is begin¬ 
ning to take the place of the human 
brain and hand in operating modern 
machines and equipment. The techni¬ 
que of automation is aimed at improv¬ 
ing efficiency, productivity and econo¬ 
mic growth, which in turn will lead to 
the creation of more employment 
opportunities. Studies conducted by 
the International Labour Organisation 
have come to the conclusion that, by 
and large, there has been no significant 
unemployment created by automation 
anywhere in 1 he world. 

Training Programme 

Too many trainees wiihout previous 
work experience have been sent abroad 
for training of doubtful value when 
instead, they should have been em¬ 
ployed in the construction of the plant 
they would eventually have to operate. 
It is suggested tha* in future, training 
programme should be designed in such 
a manner that all trainees, irrespective 
of their ultimate destiny, are required 
to 44 work on the job" for an extended 
period of time before final selection. 
Training abroad should be limited to 
those who are already mature in their 
work and who can profit most from 
specialised training. 

Training programmes in specialised 
sectors or development such as de¬ 
velopment finance, project analysis, 
econometrics, agricultural planning, 
labour, etc., and development of human 
resources are initiated by UN Asian 
Institute of Economic Development and 
Planning which was set up in Bangkok 
in January 1964. The sole object of this 
institute is to remove one of the main 
bottlenecks restricting development in 
Asia by training competent personnel 
to provide imaginative, practical de¬ 
velopment policies and. perhaps more 
important, to implement them. Govern¬ 


ments select their candidates whose 
qualifications are reviewed by an ad¬ 
ministration committee of the institute. 
There is much need for training of 
workers in machine shop operations 
(turning, fitting, milling and shaping), 
inctal works (blacksmithy, sheet metal, 
gas and electrical welding), electrical 
operators (electrician, wi remen and 
linesmen courses), spinning and weav¬ 
ing, etc. 

Effects of Strikes 

Particular forms of labour protest in 
the country such as strikes, demonst¬ 
rations. work stoppages, go slow, are 
a situational response, a chain reaction 
rather than an inborn attiude of men. 
The explanations for labour unrest 
in terms of outside political influences 
in trade unions, their weak organisa¬ 
tional strength and the like may be 
valid in themselves but such accounts 
do not completely explain disastrous 
forms of protest. Rather than 
seeking scapegoats, it will be more 
fruitful to analyse what aspects 
of the Indian industrial relation 
situations evoke the violent response 
and take such steps as might lay down 
the foundation for problem-oriented 
approaches as against the strength¬ 
proving and the coercive. The effective- 
ness of corrective action depends on 
the law-makers and on the manage¬ 
ment's ability to secure labour res¬ 
ponse- 

in industries in which the share of 
labour in total costs is small and the 
relative importance of other factors 
in total costs high, the measure¬ 
ment of productivity exclusively in 
labour units may not lead us very 
far unless we take into account the 
other input factors. Labour Producti¬ 
vity unaccompanied by other related 
measurements is not appropriate in 
undeveloped economies. (National 
Productivity Council Journal: Autumn 
1966'j. The logical inference is that in 
under-developed countries where la¬ 
bour is cheap and obundantly avail¬ 
able, a change in labour producti¬ 
vity might be misleading. For pro¬ 
ductivity may be increased in an 
industry by installing capital equip¬ 
ment or by changing to processed 
raw materials and components to 
be purchased from elsewhere instead 
of continuing to make use of the 
raw materials as heretofore. One, 
therefore, must be cautious in making 
use of a single factor, the labour input, 
as a measure of productivity. 

4K' 1 

With no other instruments and statis¬ 
tics at our disposal we have resorted to 
measuring productivity by physical 
output per man-hour; and as there had 
been almost astronomical increases in 


output in several lines over the levels 
as they obtained at the time of indepen¬ 
dence, indices of productivity, thus 
constructed, registered almost a vertical 
climb; yet thpy were obviously mis¬ 
leading, because increases in producti¬ 
vity of labour of that magnitude had 
certainly not taken place. What had 
really happened was a massive injec¬ 
tion of capital in many lines and as a 
result, industry was working on sharply 
increasing returns. It is, of course, 
reasonable to assume that there must 
have been an upgrading of skills, but of 
productivity as such, with “the whole 
man at work’' as we understand it, 
there has been little evidence. In 
fact, there appears to be substantial 
evidence to the contrary, because of the 
feeling among workers that they have 
little share in the gains of producti¬ 
vity. It has led, in recent years, workers 
to claim bigger share in profits, parti¬ 
cipation in managment and increases, 
in wages. 

The output of manufacturing indus¬ 
tries in our country in 1965 was about 
118 percent higher than that in 1951. 
During this period employment in fac¬ 
tories went up from about 29 lakhs to 
47 lakhs, a rise of about 60 per cent. 
Thus in such industries gross labour 
productivity, that is, the output per 
man-hour at constant prices rose by 
about 75 per cent. In mining sector 
there has been a rise in gross labour 
productivity of about 84 per cent during 
these 18 years. 

Real Wages 

The National Commission on Labour 
has rightly observed, “To sum up, we 
note that increases in money wages of 
industrial workers since Independence 
have not been associated with a rise 
in real wages nor have real wage 
increases been commensurate with im¬ 
provement in labour productivity/' 

All of a sudden, we cannot hope ta¬ 
bring a change in the low labour produc¬ 
tivity. But it has to be motivated to do 
so. Workers do not feel involved, da 
not perceive a stake in economic deve¬ 
lopment and rising productivity. The 
society as a whole needs to change its 
outlook to bring about an overhaul 
of this attitude. 

We must view the conditions of living 
of the worker, which exert a consider¬ 
able influence on his work performance. 
The worker finds his condition is 
getting worse and worse every day. 
This is a challenge which the society 
can no longer evade if it really wants, 
productivity to rise. 

Management in our country, by and. 
large,, is authoritarian in its outlook. 



November 19, 1971 

Lack offreedon of association, lack of 
conducive conditions at the work spot, 
litigations instead of collective genuine 
bargaining, these do not favour labour 
productivity. Labour productivity can¬ 
not be isolated from other factors of 
production and other* concomitant 
factors of management. 

Twice in the last decade, when our 
country was faced with foreign aggres¬ 
sion, labour demonstrated its ability 
to rise to a national purpose. 

The introduction of modern mach¬ 
inery, well-organised supply of high 
quality raw materials, adequate amounts 
of capital and improved methods of 
management can perhaps increase pro¬ 
ductivity to some extent but these alone 
do not contribute to higher labour 
productivity. It is the skill, diligence 
and co-operation of human hand be¬ 
hind the machinery which make them 
function in an orderly and effective 
manner. This is clear from the exam¬ 
ples or USSR, UK, US, Canada and 
other countries. In the short run, 
we cannot replace a team of skill¬ 
ed and trained men. Thus labour 
productivity depends to a consi¬ 
derable extent on human factor in 
the organisation. 

Cost Comparison 

Interim comparison of costs can be 
more effective if the significance ol utili¬ 
sation of productive capacity and the 
impact of idle time on the effective cost 
of the product are integrated in the 
framework of costing itself. This is 
what the system of productivity costing 
seeks to achieve. 

According to the method de¬ 
veloped by Prof. Harold W. Martin, 
productivity costing leads to a 
better comprehension at both middle 
and higher management levels of the 
factors bearing upon the costing of 
manufactured goods. The conventional 
costing methods, like marginal or di¬ 
rect costing, do not take adequate ac¬ 
count of the factors highlighted by pro¬ 
ductivity costing. Much earlier, Prof. 
Hiram S. Davis developed a system of 
“Productivity Accounting*’ on the basis 
of input-output relationship of the pro¬ 
ductive factors. Both these methods 
can be effectively made part of inter- 
firm comparisons in the country, with 
emphasis on dissemination of relevant 
information for corrective action to the 
centres of responsibility within the in¬ 
dividual enterprises themselves. 

Both the carrot and stick have 
to play their part. The carrot includes 
exhortation, education, communication, 
many forms of inducements and incen- 


EASTBRN ECONOMIST 

lives and even direct assistance. An 
important and continuous pre-occupa¬ 
tion of management should * therefore, 
be to eliminate those controls which 
have become otiose, ineffective, or 
harmful, and to ensure all the time that 
they do in fact subserve the main ob¬ 
ject. 

In underdeveloped countries the 
logical inference is that where labour is 
cheap and abundantly available, a 
change in labour productivity un¬ 
accompanied by others related measure¬ 
ment is not appropriate. Those who have 
critically examined the high productivity 
of the Japanese system have often pin¬ 
pointed at universal literacy that pre- 
utils there. It is preferable to measure 
labour output in man-hours. Since 
output per person is one of the major 
determinants of the general level of 
economic welfare in a country, labour 
productivity is a significant yardstick 
of economic progress. 

The disparity between growth rates 
of labour productivity and real earn- 
ihgs calls for appropriate measures to 
ensuVe balance in the long-term move¬ 
ments. At the national level it is of 
utmost importance to initiate a price 
and incomes, profits and productivity 
policy. Since the instability of prices 
erode living standards, stabilisation 
of prices becomes a pre-condition for 
the success of an incomes policy. 
While the price and incomes policy at 
the national level would provide a 
framework for the stable relationship 
between incomes and labour producti¬ 
vity, improvement in them would 
essentially depend on efforts made by 
both industry and labour. Here, the 
action at the industrial level assumes 
considerable importance. 


Need for Rationalisation 

As a part of the wider policy ol rais¬ 
ing productivity, it is also necessary 
to rationalise the labour component in 
relation to actual needs of productive 
capacity of the industry; overemploy¬ 
ment should be avoided. It is also essen¬ 
tial to revise the existing legal provisions 
and procedures in relation to recruit¬ 
ment. discharges and retrenchment of 
manpower in order to chsure flexibility 
in the deployment of manpower in re¬ 
lation to the production needs. A well 
organised personnel departments in 
all branches of industry and services 
in the private and public sectors is a 
must in promoting labotit producti¬ 
vity. 

Efficiency of labour is the degree of 
achievements made by the workers in 
attaining a given level of performance. 
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It is usually measured by the formula 
given below : 

Efficiency of labour - 

Standard equivalent hours of output 

Actual, hours expended to produce 
i he ouptut 

Labour productivity Total output 

Time or No. 
of men 

It is implied here that the labour per¬ 
formance improves if its producti¬ 
vity is increased and vice versa. It is 
absolutely necessary when workmen 
are daily given a task which calls for a 
high rate of speed on their part, that 
they should also be ensured the neces¬ 
sary higher rate of pay wherever they 
arc successful. 

It is generally accepted that wage 
incentives, by linking wages to output, 
elicit greater effort from workmen 
than under the time rated wage sys¬ 
tem, and lead to higher labour produc¬ 
tivity. 

Consensus on Wages 

The consensus in the country on 
the subjects is that linking wages 
to productivity is necessary and 
desirable. In a recent study by 
Dr G.K. Suri of a engineering con¬ 
cern in the public sector, employing 
over 13000 workers whferein incentive 
scheme was introduced by stages from 
1960 it is found that the wage incentive 
has succeeded in raising productivity, 
increasing earnings and reducing la¬ 
bour costs in the post-incentive period. 
The wage incentives scheme was there¬ 
fore a success in its initial impact on 
production. S.A. Spare in his book 
“Productivity and Miles to Go”, how¬ 
ever says that the logic and philosophy 
of financial incentives is not quite 
sound, their technique is largely im¬ 
perfect and to relay on financial in¬ 
centives is a very poor strategy in the 
battle of higher productivity. 

Reference may be made here to the 
view of the National Labour Com¬ 
mission. It has stated that labour pro¬ 
ductivity is difficult to measure, since 
output is not an exclusive product of 
labour; capital, technology and other 
inputs all contribute to it along with 
labour and these seldom remain cons¬ 
tant. Still it has stated (hat “there 
is general agree menl that incentive 
scheme should be applied to all sectors 
of economic activity.” 

The NLC stressed the requirement 
that due regard should be paid the 
necessity of production and produeli- 
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vity not, being reduced while reducing 
hours of work. NLC recommended the 
reduction of hours of work to be kept 
as a goal to be reached irutwo stages. 
In the first stage, the working hours 
should be brought down to 45 a week 
and in the second to 40 a week. It has 
been frequently urged in demands by 
unions on behalf of labour, particularly 
before tribunals, that a reduction of 
hours would not only not reduce pro¬ 
duction or productivity but in fact in¬ 
crease it. 

Shorter hou rs have been made possi¬ 
ble by technical progress, by the joint 
contribution of increased capital in¬ 
vestment, improved managerial techni- 
nique and scientific advance. To sum 
up, if reduction of hours of work in 
factories and industries is to be achiev¬ 
ed, there would, first of all, have to be 
a change in labour attitudes. Better 
education of workers and realisation by 
trade unions of their social responsibi¬ 
lities may help in this process. 

Climate of Awareness 

The productivity movement in India 
is only 10 years old, during which it 
has gained recognition all over the 
country and industries have developed 
productivity consciousness to a large 
extent. The activities of the National 
Productivity Council and the regional 
productivity councils have created a 
climate of awareness of the impact of 
productivity methods on economic 
growth. 

In measuring productivity growth in 
India, the standards used in developed 
nations should not be used. With highly 
sophisticated technology, the accent on 
production in developed countries is on 
a mass scale which means productivity 
is quantity-oriented. With higher tech¬ 
nology involved in the production pro¬ 
cess, quality is taken for granted. In 
the case of small scale industries la¬ 
bour productivity should be measured 
differently. Production here is to be 
quality-oriented to compensate quan¬ 
tity-orientation in large units. 

In our country the regular factory 
employment of labour is about one per 
cent of the total population or about 
three percent of the labour force. The 
industrial worker in a modernising 
economy is both the instrument and 
victim of change. The success of in¬ 
dustrialisation depends most vitally on 
t he exertions of a work force which is 
trained to the tusks and motivated to 
good performance. When it is organised 
with proper planning, nurtured, trusted 
and used as a constant aid in manage¬ 
ment, it brings ample reward in the 
shape of a strongly, motivated, partici¬ 
pating, satisfied and stable work force. 
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Save 

with 

grace 

Linoleum floor-coverings are an economic 
investment. Linoleum endows your home 
with a graceful decor. By retaining its 
striking elegance for years, it saves you 
so much in repair and renovation costs..,, 
you’ll need a whole elephant to serve 
as a piggy-bank! 
Stain-proof, easy to clean and polish. 
Linoleum comes in a wide range of colours 
and designs. Choose yours. 

LINOLEUM 

The versatile floor-covering ■ For better living 

India Linoleums Ltd., 
P.O. Birlapur, 24 Parganas, West Bengal. 
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India exports over Rs. 36 croras of 
cigarette tobacco every year. However, 
to sustain and increase our present 
export performance. Indian tobacco 
must meet the changing quality 
requirements of international markets. 

Indian Leaf Tobacco Development Company 
was the first to encourage the growing 
of cigarette tobacco in India—as far back 
as 1908. In 1920, ILTD introduced Virginia 
Tobacco, followed by the Flue Curing 
Process in 1928, both of which 
revolutionised the tobacco industry. Today,, 
this variety constitutes 90% of the ' 
country's total tobacco exports. 

I LTD’s first exports of cigarette tobacco 
were made in 1933. Starting with nominal 
exports, today the company exports over 
Rs. 6 1 6 crores per year. In achieving this 
export performance, ILTD has been assisted 
by its sister company, India Tobacco 
Company Ltd. which has helped to provide 
a stable home market for leaf tobacco. 
Aware of the changing preferences in world 
and home markets, both companies have 
been actively involved in the development 
of the tobacco industry in India. 

Experiments started in 1959 by ILTD in 
collaboration with the Government of India 
and the State Governments of Andhra 
and Mysore, are cases in point. Well pest 
the pilot project stage, the tobaccos grown 
in the light soil areas of these States are 
comparable, both in quality and yield, 
to international standards-*testimony to , 
the success of these experiments. 




INDIAN LEAF TOBACCO DEVELOPMENT CO. LTD. 


LMl-C-l 
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HINDALCO 


HELPS TO BUILD 
NATION’S ECONOMY... 


In May, 1962 Hindalco startad production of aluminium with a smelter capacity of 20,000 tonnes a year. The capacity was raised to 
11,000 tonnes In November, 1965. 60,000 tonnes in August, 1967 and to 80,000 tonnes in May, 1969. Plans are in hand to expand the 

plant further to 120.000 tonnes by end-1973. 
Batman May, 1962 and December, 1970 Mindalco. now India's largest producer of aluminium, has produced 372,903 tonnes of 

aluminium, which has saved for the nation nearly R$. 180 crores of precious foreign exchange. 

As a substitute for imported copper in the electrical industries, 
the above output represents a much larger foreign 
exchange saving, since one tonne of aluminium is replacing 
two tonnes of copper and as imported copper is several 
times costlier than indigenous aluminium. 

Aa a vita! raw material for Electrical Conductors 
b Cables. Telecommunications. Electric 
Capacitois, Condensers and Motors. 
Transportation (by road, rail, air and 




water). Containers b Packaging (in both 
rigid 6 flexible forms), Building Cr 
Construction, Furniture, Paints, Surface 
Coatings, Explosives and Rocket fuels. 
Industrial Castings, Steel Deoxidizing, 
Coinage. Missiles, Rockets, Satellites, Sophis¬ 
ticated Consumer Durables (like air-conditioners, 
refrigerators, electric fans). Business Machines 
(computers, typewriters, etc). Irrigation Piping, Brain 
Bins, Dreinegt Culverts. Water Mains and countless other applications, HINDALCO aluminium is helping to build a new India* .With Its 
almost limitless variety of forms and shapes and its versatile properties, HINDALCO aluminium is sure to play a crucial tola )u moating 

industrial India's challenge today and tomorrow 

fijl HINDUSTAN ALUMINIUM CORPORATION LTD. 

BBfifl WORKS: P.O. RENUKOOT. DISTRICT MtRZAPUR, U.P. 
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Living Costs : International 
Comparisons—II 

JOSSLEYN HENNESSY 


LONDON, 

1 

THE ‘ WASHINGTON INDEX” 

A set of indices, intended for use in the 
international companies of the kind 
that we began studying last week, which 
arc updated annually in accordance 
with their own internal criteria, are 
those published by the US Department 
of Labour, for the purposes of relating 
the pay of US government employees 
abroad to the cost of living in for¬ 
eign posts. These indices are based 
on an “American pattern of living”, 
and measure, in fact, the cost of re¬ 
presentative goods and services at 
foreign posts relative to the cost of 
equivalent goods and services in Wa¬ 
shington DC. The indices exclude hous¬ 
ing and education, as these are co¬ 
vered by separate allowances payable 
to government employees, and they 
make no allowance for foreign in¬ 
come taxes or social security payments. 

In compiling this “Washington In¬ 
dex”, prices are reported for 100 items 
representing a wide range of goods and 
services in each category. Three retail 
outlets in each reporting post are moni¬ 
tored, high priced, medium priced and, 
as it is piquantly but imprecisely de¬ 
fined, ‘lowest price at which an Ameri¬ 
can would trade”. From each of these 
retail outlet^ goods at three sets of 
prices -- highest, lowest and medium 
— are monitored. The average price of 
each item on the retail price schedule is 
compared with the average price on the 
Washington schedule to obtain a ratio 
of the foreign price to the Washington 
price (the retail prices include sales 
tax). The final indices are combination 
of the item ratios, each weighted by its 
relative importance in the expenditure 
pattern of the group of items that it re¬ 
presents. The retail price schedulers 
meant to be revised and submitted to 
Washington annually by all reporting 
posts, and as the reporting dates are 
scattered throughout the year, monthly 
emendations are published to a general 
list published once a year. 

The "Washington Index” recognises 
the problem that arises because patterns 
of expenditure differ from place to 
place. It comprises four measures of 
living costs at each post, one reflecting 
a Washington pattern of living; a 
second one in which the Washington 


pattern is adjusted to local require¬ 
ments iavailably higher than the first in¬ 
dex, because it allows for domestic 
help, greater expenditure on food to 
allow for spoilage “from humid weather 
or unsamatry handling”, and additional 
clothing, necessary because of climate 
or “harsh cleaning methods” (Is this 
the dhobi beating the rock with your 
shirt?); and two others which make 
allowance for the import by government 
employees of duty-free goods. 

LATEST “WASHINGTON INDEX” 
ESTIMATES: EUROPEAN CITIES 
(Index: Washington DC— 100) 

Country & City Survey date Local* 

index 


Austria, Vienna 

•Ian 1970 

106 

Belgium Brussels 
Denmark, Copen- 

Jun 1969 

115 

hagen 

May 1970 

119 

Finland, Helsinki 

May 1970 

J07 

France, Bordeaux 

Mar 1970 

113 

France, Lyons 

Mar 1970 

118 

France, Marseilles Mar 1970 

113 

France, Pans 
France, Stras- 

Dec 1970 

131 

bourg 

West Germany, 

Mar 1970 

113 

Bonn 

Feb 1970 

122 

Greece, Athens 
Iceland, Reyk- 

Aug 1968 

105 

javik 

Aug 1968 

111 

Italy, Genoa 

July 1969 

117 

Italy, Milan 

July 1969 

117 

Italy, Naples 

July 1970 

107 

Italy, Palermo 

Jan 1970 

108 

Italy, Rome 

May 1970 

115 

Italy, Turin 

Oct 1969 

115 

Luxembourg 

Netherlands, 

Apr. 1970 

111 

Hague 

Feb 1970 

111 

Norway, Oslo 

Jan 1971 

126 

Portugal, Lisbon 

Nov 1969 

98 

Spain, Madrid 
Sweden, Stock¬ 

Oct 1968 

83 

holm 

Switzerland, Ge¬ 

May 1970 

127 

neva 

Apr 1970 

110 

Switzerland, Bern 
Switzerland, Zu¬ 

Apr 1970 

107 

rich 

May 1970 

no 

Turkey, Ankara 

May 1969 

77 

Turkey, Istanbul 

Julv 1969 

81 

UK, London 
Yugoslavia, Bel¬ 

Apr 1970 

108 

grade 

June 1970 

88 


(*) Excludes housing 
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The so-called "local index”, the second 
of the above four, is that normally used 
by US firms and other non-governmen¬ 
tal entities. The Bureau of Labour 
Statistics takes the view that if em¬ 
ployees benefit because the local index 
is normally higher than any of the 
others, good luck to them. 

II 


WEST GERMAN PARITIES 

Lhe West German Statistical Office 
(SB) publishes monthly international 
cost-of-living comparisons, covering 56 

W. GERMAN INDEX: (CONSUMER 
PURCHASING PARITIES) 

Percentage 
deviation 
Country of mean* 

(capital city) CPP 
from 

current Date 

exchange 
rate 


Austria 

Belgium 

Denmark 

Finland 

France 

Greece 

Italy 

Luxembourg 

Netherlands 

Norway 

Portugal 

Spain 

Sweden. 

Switzerland 

USA 

UK 


1-17.1 Apr 1971 
+9.9 Apr 1971 
+9.6 Mar 1971 
+4.5 Mar 3971 
+ 13.8 Apr 1971 
1 -16.2 Apr 1971 
+2.7 Apr 1971 
+18.-6 Mar 1971 
-1-15.9 Apr 1971 
-2.8 Mar 1971 
-2.4 Feb 1971 
hi 1.9 Dec 1970 
-12.1 Apr 1971 
-2.5 Apr 1971 
“16.0 Mar 1971 
f 14.9 Apr J97J 


* Average of CPP according to (1) 
German pattern of living; (2) local 
pattern. 

Note: A plus sign indicates that 
a West German medium-income 
family will find living cheaper in 
this country. 


countries. The base pattern of expen¬ 
diture is that of a medium-income em¬ 
ployee's family of four, and the average 
is taken of a West German budget and 
a local budget on this basis. Instead 
of a series of index figures, however, 
the SB produces a "consumer purchas- 
sing parity” for each country, which 
shows the number of DM equal in 
purchasing power to a given number 
(usually I or 100) of units of currency 
of the country with which the com¬ 
parison is made. This is compared 
with the going exchange rate, and then 
a percentage deviation from that ex¬ 
change rate is computed. Thus, for ex¬ 
ample, in April, 1971, the average “con¬ 
sumer purchasing parity" (CPP) for 
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Belgium was 100 Belgian francs-- 8.05 
DM. The exchange rate, however, was 
100 Belgian francs—7.322DM. The 
percentage deviation was shown to be 
+9.9 per cent. A pirn sign indicates a 
cheaper cost of living than in West 
Germany. In the example quoted a 
West German had to pay 7.322 Deut¬ 
schmarks to obtain the equivalent in 
purchasing power of 8.05 Deutschmarks 
in Belgium. 

Hitherto, the SB has relied on na¬ 
tional sources to update its series of 
CPPs, using estimates made in 1963 as 
its starting point. However, in eight 
countries, including the Netherlands. 
Switzerland, Portugal and Spain, the 
SB is making more rigorous enquiries 
of its own, based on an average of 466 
Price relatives, but excluding housing. 

Since the calculations in table (p. 913) 
were made, the DM has been revalued 
by about 5.8 per cent, and this, of 
course, would raise the plus signs in 
the table for the countries which did 
not follow suit, and would cancel all 

PERCENTAGE DEVIATION OF CPP 
FROM EXCHANGE RATE 


1969 

Belgium 

UK 

January 

- 

H-i 

+13.9 

February 

- 

H0.5 

—12.9 

March 

- 

r 0.4 

—12.8 

April 

- 

-0.6 

— 12.1 

May 

- 

-1.0 

— 13.4 

June 


-1.1 

—12.8 

July 

H 

-0.4 

—12.6 

August 

H 

-0,6 

—13.4 

September 

~ 

-1,1 

—13.9 

October 

- 

-6.4 

—20,1 

November 

- 

-6.8 

—21.1 

December 

- 

-6.9 

—20.9 


but the Swedish and American minus 
signs. The effect of the October, 1969, 
revaluation in widening the deviation 
between the exchange rates and the 
CPP can be seen from the table 
^below in col. I relating, for the sake of 
examples, to Belgium and the United 
Kingdom. 

Ill 

THE FINANCIAL TIMES* BASKET 

However carefully and thoroughly 
it is calculated, an index iigure has the 
disadvantage of reducing a vast com¬ 
plex of facts to a single symbol: it re¬ 
presents a statistical abstraction of a 
degree of arbitrariness that not every¬ 
one finds acceptable. The range of pur¬ 
chasing habits, moreover,is wider the 
more economically-advanced that a 
country is, and the higher the income 
group within the country. For this 
reason, an “international shopping 
basket** of the kind published from time 
to time by the London Financial Times 
is more useful for some purposes than 
an index figure. For purposes of com¬ 
parison, the average weekly earnings of 
a construction worker, a bank clerk and 
a secretary are listed, although these 
can hardly be the same people as those 
who buy the goods and services listed 
in the Financial Times basket. But 
perhaps it is comforting to know, 
as one sips one’s Scotch in some sought- 
after night spot, that in Athens a const¬ 
ruction worker has to work seven hours 
to buy a bottle of the stuff, compared 
with two hours in Copenhagen, and an 
hour and a half in Montreal, or that 
one's evening out in London costs 
about as much as a bank clerk earns in 
Oslo in a week. 

A similar, but more detailed survey 


for 31 cities has been published recently 
by the Union Bank of Switzerland. In 
this case the price of US dollar equiva* 
lents for 4 number of items, as in July, 
1970 (average ejcchange rate at which 
the dollar was traded m Zurich during 
that month), is given, and a Zurich- 
based index figure, as well. Care has 
been taken to ensure that the items are 
as far as possible comparable between 
one reporting centre and another, but 
the “shopping basket*’ is of uniform 
composition, and so does not reflect 
the consumer habits and preferences in 
the various countries. As the survey 
remarks (for example): “The residents 
of Stockholm drink the most coffee, a 
consumer habit which is of no impor¬ 
tance whatsoever — at least, statisti¬ 
cally speaking — to the tea-drinking 
Japanese*'. 

The Zurich Index 

On the whole, where the categories 
are comparable, there is a considerable 
agreement between the rank order of 
cheapness of the cities in the Financial 
Times list, and those reported on in the 
Union Bank of Switzerland's survey. 
The bank’s survey, in fact, is one of the 
most valuable of its kind at present 
available, and if the information that 
it contains could be updated at regular 
intervals, not on the basis of cost-of- 
living indices, but on the same basis as 
the original data were collected, this 
would be a welcome addition to the 
literature on the subject. 

Sources and acknowledgements: This, 
the second and final article on the 
sources of information at present avail¬ 
able for comparing living costs in vari¬ 
ous countries, is summarised, by special 


THE “ZURICH INDEX'* FOR VARIOUS CONSUMER ITEMS 


Zurich- 100 

Country 
(capital city) 

Food 
& drink 

Clothing 

Men’s Women’s 

House¬ 

hold 

applian¬ 

ces 

Apart¬ 
ments in 
new 

buildings 

Services* 

Res¬ 

taurant 

prices 

Hotel 

Austria 

70 

108 

107 

104 

138 

99 

63 

85 

Belgium 

85 

134 

123 

85 

89 

112 

104 

94 

Denmark 

81 

118 

137 

78 

85 

153 

104 

59 

Finland 

86 

96 

70 

105 

115 

90 

69 

58 

France 

78 

141 

131 

111 

141 

121 

100 

116 

West Germany (Dusscldorf) 

98 

111 

110 

84 

106 

119 

119 

96 

Greece 

85 

112 

121 

193 

88 

76 

56 

100 

Italy 

105 

124 

116 

79 

84 

110 

100 

106 

Netherlands 

68 

101 

89 

89 

63 

95 

97 

104 

Norway 

93 

160 

in 

114 

72 

149 

120 

105 

Portugal 

57 

121 

91 

126 

74 

73 

85 

94 

Spain 

56 

108 

95 

84 

53 

66 

96 

81 

Sweden 

102 

125 

102 

106 

94 

140 

103 

83 

UK 

68 

109 

73 

129 

154 

98 

85 

138 

USA, New York 

95 

172 

159 

147 

340 

262 

333 

155 


Includes laundry, public transport, hairdressing, etc. 

Source: Prices and Earnings Round the Globe, Union Bank of Switzerland, Zurich. June 1971. 
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Country & City 

Food 

basket 

Hotel 

room 

Monthly 

rent 

Evening 
out for 4 
people 

Men’s 

clothes 

Women's 

clothes 

Services 

Austria, Vienna 

17.43 

21.50 

200 

71.60 

110.00 

34.80 

24.90 

Belgium, Brussels 

23.00 

26.17 

320 

148.40 

158.00 

49.60 

31.48 

Denmark, Copenhagen 

28.02 

20.00 

267 

100.89 

165.14 

40.95 

41.45 

Finland, Helsinki 

25.07 

15.47 

288 

61.10 

124.28 

30.12 

31.05 

France, Paris 

23.99 

39.09 

360 

101.76 

198.90 

71,50 

35.79 

W. Germany, Dusseldorf 

22.39 

32.24 

230 

92.00 

143.90 

43.36 

40.37 

Greece, Athens 

26.39 

36.50 

300 

151.20 

147.00 

53.00 

32.10 

Italy, Rome 

23.97 

26.00 

450 

128.50 

131,00 

68.80 

34.00 

Netherlands, Rotterdam/Amsterdam 

16.84 

20.00 

180 

59.50 

101.00 

24.40 

26.20 

Norway, Oslo 

24.46 

19.50 

185 

103.00 

113.00 

47.00 

42.12 

Portugal, Lisbon 

14.77 

22.75 

351 

158.65 

108.57 

27.39 

12.63 

Spain, Madrid 

15.20 

11.10 

525 

57.70 

105.00 

34.60 

21.00 

Sweden, Stockholm 

33.24 

23.50 

325 

112.20 

119,10 

54.82 

89.78 

Switzerland, Zurich 

22.75 

20.83 

208 

65.57 

88.20 

34.25 

31.96 

UK, London 

16.98 

33.00 

360 

89.70 

104.60 

24.58 

25.86 

USA, New York 

26.48 

45.00 

975 

225.00 

257.00 

93.15 

74.25 

Yugoslavia, Belgrade 

14.09 

11.20 

360 

36.86 

81.60 

28.62 

13.96 


' How Prices Compared— (Count) 


20 Cigarettes Average weekly earnings 

- -—-— Bottle -—--—- 


Country & City 

Car 

hire 

Petrol 
(1 litre) 

Intnl. 

brand 

Best local 
tipped 

of Scotch 
whisky 

Constr. 

worker 

Bank 

clerk 

Secretary 

Austria, Vienna 

88.00 

0.15 

0.46 

0.46 

6.40 

52.00 

41.00 

36.00 

Belgium, Brussels 

115.00 

0.19 

0.36 

0.33 

7.20 

58.00 

90.00 

110.00 

Denmark, Copenhagen 

61.37 

0.18 

1.06 

1.07 

8.77 

176.70 

.93.70 

86.67 

Finland, Helsinki 

123.23 

0.16 

0.67 

0.59 

9 28 

100 00 

78 57 

65 47 

France, Paris 

109 00 

0 21 

0 72 

0 38 

5 34 

28 70 

40 00 

90 90 

W. Germany, Dusseldorf 

136 20 

0 17 

0 52 

0 52 

4 34 

87 43 

99 50 

95 50 

Greece, Athens 

80 00 

0 19 

1 00 

0 60 

7 00 

40 00 

28 00 

50 00 

Italy, Rome 

130 00 

0 25 

0 77 

0.64 

6.00 

42.00 

70.00 

60.00 

Netherlands, Rotterdam/Amsterdam 

90.00 

0.17 

0.46 

0.46 

4.50 

65.00 

70.00 

55.00 

Norway, Oslo 

112.00 

0.21 

0.87 

0.87 

10.03 

115.00 

90.00 

75.00 

Portugal, Lisbon 

70.18 

0.23 

0.58 

0.20 

6.47 

31.58 

43.75 

35.09 

Spain, Madrid 

113.00 

0.15 

0.52 

0.27 

5.50 

42.80 

52.00 

64.00 

Sweden, Stockholm 

40.00 

0.16 

0.56 

0.28 

13.33 

65.00 

45.00 

50.00 

Switzerland, Zurich 

86.34 

0.14 

0.32 

0.30 

7.40 

80.08 

141.41 

92.60 

UK, London 

79.20 

0.17 

0.78 

0,64 

7.90 

67.20 

72.00 

52.20 

USA, New York 

130.00 

0.10 

0.60 

0.60 

8.00 

270.00 

135.00 

140.00 

Yugoslavia, Belgrade 

76.80 

0.14 

0.88 

0.32 

5.60 

38.40 

44.00 

32.00 


The shopping basket contains: 1 kg best steak, or most expensive local equivalent; 2 kg chicken; 12 large fresh eggs; 2 kg potatoes; 1 kg rice; 1 kg 
butler: 1 litre best quality cooking oil; 1 kg sugar; I kg white loaf or equivalent; tin of Nescafe < 125 gms); 500 gm$ of ground coffee; 1 litre of 
milk: 1 litre of cheap table wine; a can of beer (standard sire); a tin of peas (500 gms); a tin of peaches (500 gms); a large iube of toothpaste (142 
gms); a bar of bath soap(142gms); a large size packet of powdered detergent (730 gms); a roll of soft tissue toilet paper; a bottle of 100 aspirins; 
and 500 gms of table salt. As far as possible, Financial Times correspondents priced the items as listed. In some cases, local alternatives had to 
be substituted where the quoted product was unobtainable. The hotel room includes bed and continental breakfast for one night in the Hilton or 
nearest local equivalent. Monthly rent is for a three-roomed Western-style fJat—fully furnished and equipped—in a good area. The evening out 
for four people embraces a meal at a fashionable restaurant (two aperitifs each, a three-course meal and two bottles of good vintage wine, and 
coffee), a visit to a good-class nightclub (cabaret, 1 bottle of champagne) and five miles for four people by taxi. Men’s clothes include a normal 
weight two-piece of5the-peg lounge suit, 1 pair of good quality town shoes and a good quality cotton shirt. Women’s clothes include a medium 
priced summer dress off-the-peg, from a multiple store, a pair of medium-priced nylons and a pair of day shoes. Where possible the men’s and 
women’s clothes arc mass-produced, well-known makes. Services cover the cost of a daily woman working a 20-hour week; a week’s laundry for 
one man (8 shirts, 7 pairs of socks, 7 pairs of underpants, a pair of pyjamaa and a bath towel) and'dry cleaning a man’s two-piece suit. Car hire 
involves a medium-size four-seater saloon, such as a Ford Cortina, Chevrolet or Volkswagen to be driven for a week, covering 500 miles, 
pitrol: 1 litre of a 98-octan© brand. Cigarettes: 20 internationally known king-size tipped and 20 best-quality locally-made tipped cigarettes of 
standard size* Whisky: 1 26f oz bottle of 75 per cent proof Scotch blended whisky (of a well-known brand), 7-year-old-type. Average weekly 
earnings: the construction worker is preferably a 30-year-old male bricklayer with a minimum of live years experience. The bank clerk is also a 
30-year-old male with five years* experience. The secretary is 21 years old* English-speaking, qualified in shorthand and typing; with three yean* 
experience. Where possible* gross earnings plus a normal level of overtime have been quoted. In many countries prices are expected (o rise again 
\ in the New Year and in some ones salaries are in the course of re-negotiation. The weekly earnings of the construction worker and bank dark in 
Paris are minimum rates. All Belgrade earnings and the Spanish bank clerk’s salary are net figures. 

Sou it ci : Financial Times, December 9, 1970. 
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arrangement, from the latent issue of London S.W.I.A: 1NT, but the E1U is 
European Trends, published quarterly responsible neither for the emphasis of 
to subscribers only, by the Economist my summary, nor for my interspersed 
Intelligence Unit, 27 St. James's Place, comments. 

Common Market Lacks Common Policy 


E. B. BROOK 


VIENNA. 

Radical nj w policies by the most in¬ 
fluential world stales have Followed one 
another in such quick succession they 
read almost like entries in a diary. 
Nixon decides to visit Peking; Nixon 
upsets the entire non-communist 
trading world by virtually devaluing 
the dollar and by setting up an extra 10 
per cent charge against imports; Nixon 
decides to visit Moscow; Britain decides 
to join the Common Market; the 
United Nations snubs the USA by 
admitting China and expelling Taiwan. 

These events are changing the course 
of post-war history; in one sense they 
may be regarded as moving the world 
back towards pre-war attitudes. In 
any case, they are full of experiment, 
full of risk and the general condition 
of the nations today is that, though 
many are still comfortably off, no one 
knows what will happen next. It is a 
state of mind that makes for excessive 
caution and for disagreements where 
none need exist. 

There is no point in expecting the 
United Stales to relent and become 
more co-operative again -certainly not 
for a year or two, if then. The deter¬ 
minant in all United States' policy today 
is the presidential election next year 
which President Nixon is probably more 
determined to win again than any 
United Stales President in this century. 
He is bent on winning popular support 
now and, at the moment, appears to be 
successful. To achieve it he has taken 
the responsibility of a major world 
unit of exchange off the dollar, is pro¬ 
tecting American industry and farm¬ 
ing with import surcharges and tax 
remissions to home producers; while 
avoiding loss of international face by 
delaying the end of the US military 
intervention in Vietnam Nixon never¬ 
theless placates his left wing by growing 
more friendly with both Peking and 
Moscow. The rebuff to his policy in the 
UN by expelling Taiwan has, in fact, 
made his path towards Peking easier. 
Next year President Nixon can be 
counted on to show that, for America, 
there are only two other great powers, 
both communist, and western Europe 
expects to receive not only some more 
cold shoulder but more pressure of the 
bullying Connolly type to lean less 
heavily on the USA for protection 
against Washington's new associates. 

Britain, which has already recognised 
that it can expect less support from 


America, has taken the plunge into the 
Common Market and there will now be 
considerable US pressure on Europe 
to wind up EFTA (the European Free 
Trade Association) altogether. Europe's 
three neutrals—Sweden, Switzerland 
and Austria -are nervously considering 
the terms they may be offered by the 
enlarged Market and are putting their 
houses in better order commercially 
with their eastern neighbour, Comecon. 
Austrian investment is going into both 
Hungary and Yugoslavia and the new 
east European drive for industrial co¬ 
operation by permitting foreign, non- 
communist, investment in its industrial 
enterprises is enjoying the tactical ad¬ 
vantage of an alarmed investment 
market more amenable than usual to 
new offers in relatively new markets. 

Britain is joining the Common Mar¬ 
ket at a time when it is experiencing its 
first really bad bout of anxiety, un¬ 
certainty and disagreement. Like the 
West German ‘‘economic miracle” 
—achieved, unlike East Germany's 
smaller “miracle”, with massive Ameri¬ 
can help—the Common Market’s golden 
days arc fading. It is in a more sorry 
shape than at any time since its crea¬ 
tion. Nothing has gone well for the 
Market this year. It is torn with dissen¬ 
sion within and is being buffetted by the 
Americans from without. Closer integ¬ 
ration is becoming less probable as the 
Market enlarges its membership — the 
common farm policy is threatened and 
there is little or no sign of a monetary 
union. 

Worst of all, the Market shows signs 
of beginning to lose its reputation as 
t he success story and the money-spinner 
of western Europe. Its members are 
having to pay more to live—prices in W. 
Germany are 61 per cent higher than at 
this time last year and wages 14 per 
cent higher; Holland is 11 per cent 
more expensive to live in and Italy, 
plagued with unrest, has more than one 
million unemployed. The production 
rate in W. Germany has slowed down 
and continues to fall and in Italy is 
already nine points below the high level 
of 1969. Belgium avoids trouble so far 
only by the use of rigorous price cont¬ 
rols and, of all the countries greeting 
Britain into the Market, only France 
has a rising rate of production. But 
even in France living is seven per cent 
more expensive than last year and now- 
where is there readiness to make out 
without so much American investment 


and the support of the dollar. The 
Common Market now has no common 
policy to meet the new conditions 
though there m^y be some results when 
the Group of Ten meet on November 
22 . 

Most sinister of the Market’s current 
difficulties is the fact that the currency 
changes its members have, with much 
alarm, introduced since mid-August 
threaten, the Market’s greatest achieve¬ 
ment, the common farm policy. To 
protect their farmers’ incomes from the 
results of these changes the Market 
members have had to erect a series of 
barriers within the Community. For 
farming, there are now three zones 
within the Market—West Germany, the 
Low Countries or Benelux and 
France-ltaly. 

Nervous Members 

One result of these perplexities is 
that some members of the Market, 
though welcoming Britain's decision, 
are more nervous about the UK’s entry 
than they would have been in the pal¬ 
mier days. Many W. German business 
leaders are deeply worried about the 
increased challenge to their prospects 
in third markets and in their home 
market posed by Britain’s entry. W. 
German businesses becoming Jess com¬ 
petitive — a series of resignations by 
leading W. German industrialists from 
their companies is a sure sign of the 
quarrelling their decline has caused — 
and the unions are more aggressive. 
Foreign workers, are being laid off in 
western Europe from Sweden to 
Switzerland, a factor that will hurt 
east Europe, especially Yugoslavia, 
next year. 

The international competitive strength 
of W. German industry is being under¬ 
mined by the second currency revalua¬ 
tion in two years, now in process. The 
W. Germans need to sell at least half 
their products abroad and this margin 
is becoming dangerously narrow by 
their higher prices caused by the re¬ 
valuation. The W. Germans have the 
weakness of being at their best in days 
of success but far less resilient and ad¬ 
aptable than some others when the 
necessity arises to adapt, to rationalise 
and to re-make programmes, as is the 
case now. 

The result will be that, on January 1, 
1973, Britain will be entering a Europe 
not so cocksure with success but one 
with some very deep problems and an 
experience of the cold wind of recession. 
The risk is that these days of com¬ 
parative adversity may persuade the 
Europeans to repeat all the mistakes 
they made in the 193G’s, a risk increased 
by the credibility gap already existing 
between official expectations and actual 
performance. 
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Trade Winds 


INDUSTRIAL POLICY 

The union Minister for Industrial 
Development, Mr Moinui Haquc 
Choudhurv. revealed at the last week’s 
meeting of the Central Advisory Coun¬ 
cil for Industries that a series of pro¬ 
posals was under the consideration of 
the government to remove constraints 
on industrial growth. The proposals, 
it is understood, would liberalise the 
policy concerning foreign investments, 
foreign collaborations and the larger 
industrial houses. The units belonging 
to these categories in future are likely 
to be allowed to expand more freely 
than hitherto, provided of course this 
does not adversely affect the growth of 
the small-scale sector. Specific guide¬ 
lines are envisaged to be drawn up 
shortly in regard to foreign collaboro- 
tions. The larger industrial houses will 
be encouraged to set up units in areas 
declared backward. A major concession 
in the offing in this regard is the relax¬ 
ing of the Monopolies and Restrictive 
Trade Practices Act. 

With a view to meeting the shor¬ 
tages of raw materials, liberal imports 
are proposed to be made in the future. 
A steel bank would be set up from where 
supplies, especially by the small-scale 
units, could be drawn expeditiously at 
reasonable prices. Steel worth Rs 200 
crores is likely to be imported this 
year. In view of the present emer¬ 
gency, near-stagnation in industrial 
production and the shyness of capital 
for fresh investment, the existing in¬ 
dustrial capacities are envisaged to be 
utilised fuHy. The existing units would 
be allowed to expand their production 
by working two or three shifts. They 
may also be permitted to raise output 
through the installation of some balanc¬ 
ing equipment. The minister assured 
the council that applications for li¬ 
cences which were pending with his 
ministry for want of comments from 
other ministries would be soon decided 
uj>on by his ministry alone if the other 
ministries unduly delayed their com¬ 
ments, 

NEW EXPORT STRATEGY 

A team of four experts from Muey's 
—the largest department store in the 
world—has just completed a tour of this 
country by visiting over 60 firms in the 
home furnishing, ready made garments 
and handicraft industries to assist ex¬ 
ports of these products to the United 
States. The tour of this team, arranged 
by the United Nations Industrial De¬ 


velopment Organisation (UNIDO) un¬ 
der the location-specific and product- 
specific exports scheme of the Trade 
Development Authority (TDA), marked 
the third phase of the implementation 
of this project. Under the first two 
stages, these industries had been selec¬ 
ted for a intensive effort at exports 
through adaptation of production to 
consumers’ preferences. The adaptation 
of production will take place in the 
fourth stage. 

During their tour, the experts of 
Macy's pinpointed specific areas in the 
various products examined that need 
to be changed in respect of samples, 
designs, drawings, etc. A number 
of other products which could be turn¬ 
ed out by the existing production faci¬ 
lity but which are not yet produced, 
vtere indicated by the experts keeping 
in the view the demand situation in the 
US. The experts drew the attention of 
manufacturers to quota restrictions in 
the US on the imports of women and 
men apparels from Taiwan, Hong kong, 
Korea and Japan and suggested speci¬ 
fic measures whereby the Indian manu¬ 
facturers could lake advantage of the 
situation. The firms visited by the ex¬ 
perts also gave some samples to the ex¬ 
perts for detailed examination. The 
adaptation of these products to con¬ 
sumers’ preference is proposed to be 
made on receiving a detailed report from 
Macy's. 

The experts told newsmen here 
last week that this project of the TDA 
would yield handsome dividends. 
They assured the support of Macy’s to 
the scheme. The consumer preferences, 
they stressed, were changing fast. Pro¬ 
ducts adaptation. therefore, was 
absolutely necessary to keep up exports. 
The experts paid a visit to the Craft 
Designs (197!) Exhibition which was 
held here from November 12 to 18. 
They were impressed by the new designs 
being developed by India craftsman. 

BUILDERS 4 MEET 

The eleventh convention of the Inter¬ 
national Federation of Asian and Wes¬ 
tern Pacific Contractor’s Associations 
(1FAWPCA) was inaugurated by the 
President, Mr V.V. Giri, on November 
15, 1971. It is for the flrst lime that this 
convention has been held in this country. 
The International Federation represents 
13 countries in the South-East Asia and 
Western Pacific Regions — including 
Australia^ Hong Kong, Indonesia, 
Korea, Malaysia, New Zealand, Philip¬ 
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pines, Singapore, Thailand and Viet¬ 
nam. Mr HJ. Shah, Managing Direc¬ 
tor, Shah Construction Company Utd, 
is the president of 1FAWPCA for 
1970-71. Nearly 500 delegates including 
220 from abroad participated in the 
convention. An international seminar 
on low cost housing was included in 
the seminar and was inagurated by Mr 
l.K. Gujral Minister of State for 
Works and Housing. This Federation 
has been formed to exchange informa¬ 
tion on engineering construction and 
technology, to improve relations bet¬ 
ween the governments and contractors 
of the region and to establish fellowship 
and co-operation among the contractors 
in the countries of Asia and Western 
Pacific. 

TIES WITH \V. GERMANY 

The Indian and West German 
governments have agreed to set up 
shortly a small but effective group of 
experts from both sides to re-study mea¬ 
sures of economic co-opcration which 
were good enough 10 or 15 years 
ago but need to be re-thought today. 
This was disclosed recently by Mr 
Brandt in a talk with Indian journalists 
on his meeting with Mrs Indira Gandhi. 
Among the problems which the expert 
group was expected to examine were 
those relating to technical aid and the 
encouragement of private German 
investments in India. The group will 
also study a subject which the West 
German Chancellor cy$cussed with the 
recent F1CC1 delegations : the lndo- 
German Joint Ventures in Third Count¬ 
ries. Referring to India’s request for 
a trade agreement with the EEC, Mr 
Brandt stated that he had told Mrs 
Gandhi that. 4V we would use our in¬ 
fluence to find constructive answers to 
India's proposals". He stressed the fact 
that West Germany wanted the Commu¬ 
nity to be outward looking and open for 
maximum contacts. 

WAGE FREEZE IN U S. 

The US government announced on 
November 11, that it would require ad¬ 
vance approval for price increase bv 
US corporations with sales of 100 mil¬ 
lion US dollars or more a year and for 
wage boosts covering 5,000 or more 
workers. Issuing the guidelines for 
ihc post-freeze period, the Cost of Li¬ 
ving Council also declared several new 
exemptions from the economic controls 
that will follow the wage-price freeze 
which expired recently. Mr Donald 
ftumsfcld, the Council's Executive Di¬ 
rector, stated that Phase, two of Presi¬ 
dent Nixon's economic stablisation pro¬ 
gramme would include specific proce¬ 
dures to guard against price increases 
outstripping acceptable pay raises. 
"Procedures arc being adopted by the 
Pay Board and Price Commission to 
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insure that, when appropriate, a firm's 
price adjustment, will receive the same 
degree of scrutiny as its pay adjust¬ 
ments,” Mr Rumsfeld said. 

INDO-G.D.R. TRADE PACT 

India and East Germany signed a 
long-term trade and payment agree¬ 
ment and a protocol for 1972. This 
country will export fodder, coffee, hides 
and semi-finished industrial products 
against machinery, scientific equipment 
and electro-technical and chemical pro¬ 
ducts. The new agreement provides for 
a substantial increase in trade and eco¬ 
nomic co-operation between the two 
countries. 

RESEARCH DEVELOPMENT CORPN. 

A new hoard of directors for the 
National Research Development Cor¬ 
poration of India has been constituted 
by the union government under the 
chairmanship of Mr M.S. Pathak, 
Member, Planning Commission. Dr 
C.V.S. Ratnam will be its Managing 
Director. In addition to chairman and 
managing director, the new board, 
whose term will be one year, will have 
ten members. The National Research 
Development Corporation of India is 
an enterprise of the government under 
the newly constituted Department of 
Science and Technology, devoted to the 
development and utilisation of indi¬ 
genous research and know-how. The 
following are the new members of the 
Corporation: Dr. C. Ambasankaran, 
Atomic Energy Commission, Bombay; 
Prof P.K. Kelkar, Director, Indian 
Institute of Technology, Bombay; 
Mr A.J. Kidwai, Additional Secretary, 
Department of Science and Techno¬ 
logy; Mr V. Krishnamurthy, General 
Manager, Bharat Heavy Electricals 
Ltd, Tiruehi; Mr L. Kumar, Adviser, 
Ministry of Petroleum & Chemicals; 
Dr B.D. Nag Chaudhri, Scientific Ad¬ 
viser to Defence Minister; Di Y. 
Nayudamma, Director General, Coun¬ 
cil of Scientific and Industrial Research; 
Dr Pranlal Patel, Managing Director, 
Malleable Iron & Steel Casting Co. 
(P) Ltd; Mr K.B, Rao, Director Gene¬ 
ral of Technical Development; Dr T.K. 
Roy, Managing Director, Chemical 
<fc Metallurgical Design Co., New 
Delhi. 

DISTRIBUTION OF FERTILIZERS 

The union Ministry of Petroleum 
Chemicals has urged fertilizer produc¬ 
tion units in the country to maximise 
output and streamline distribution 
arrangements so that fertilizers needed 
for the rabi crops are available at the 
various consumption centres in re¬ 
quired quantities. The units have also 
been asked to review their storage and 
distribution arrangements so that no 
difficulties are experienced by farmers in 
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getting timely supplies. The ministry’s 
action is part of a massive campaign 
launched to make the rabi programme 
a success through timely provision of 
adequate credit and other inputs. The 
fertilizer units in the country produced 
last year 830,000 tonnes of nitrogen and 
229,000 tonnes of phosphates. An am¬ 
bitious programme is now under way 
to reach self-sufficiency in fertilizers by 
1976-77 to achieve the tprget production 
of 155 million tonnes offoodgrains in 
1978-79. 

OUTPUT OF PESTICIDES 

Production of technical grade pesti¬ 
cides in the country has doubled during 
the last five years. In 1970 indigenous 
manufacturers produced 24,396 tonnes 
of pesticides as against 12,185 tonnes in 
1965. It is estimated that during the 
current year more than 26,000 tonnes 
of pesticides will be produced. This is 
again expected to be doubled by the 
end of the fourth five-year Plan. The 
union Ministry of Petroleum & Chemi¬ 
cals has recently urged prominent for- 
mulators of pesticides to maximise pro¬ 
duction so that they are available to 
farmers in required quantities during 
the rabi season. Plant protection pesti¬ 
cides would be particularly needed for 
the high yielding varieties of crops. 

DRY DOCK OPENED 

The union Minister for Shipping and 
Transport, Mr Raj Bahadur, inaugu¬ 
rated recently the Rs 4,87-erore dry 
dock at Visakhapatnam, the biggest in 
the country. He poimed out that the 
completion of the construction of dry 
dock was delayed by over a year owing 
to the delay in supply of de-watering 
equi pent. Even now, the 40 tonne 
trawling crane had to be supplied 
and installed. Complementing the 
shipyard over its performance in de¬ 
livering ships ahead of schedule, he 
said this performance could have been 
further improved but for the delay in 
supply of certain vital ite tis of equip¬ 
ment by indigenous manufacturers. 

SUGAR OUTPUT 

According to the Indian Sugar Mills 
Association, the total sugar production 
in the month of September, 1971, the 
last month of the season 1970-71, has 
been estimated at 18,000 tonnes as 
against about 17,000 tonnes during the 
corresponding period last season. This 
brings the total production during the 
season 1970-71 to 37,65,000 tonnes as 
against 42,62,000 tonnes during the 
corresponding period last season. The 
off-lake of sugar from factories during 
the month of September, 1971 was 
about 424*000 tonnes for internal con¬ 
sumption and 30,000 tonnes for exports 
as against about 292,000 tonnes for 
internal consumption and 42,000 tonnes 
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for exports during the cp^spending 
period last season* The total despatch^ 
in the season 1970-71 was 4,ul9,000 
tonnes for internal consumption and 
390,000 tonnes for exports as against 
3264,000 tonnes for internal consump¬ 
tion and 212,000 tonnes for export dur¬ 
ing corresponding period last season. 
The total closing stock of sugar with 
factories on September 30, 1971 was 
about 1,442,000 tonnes as against about 
2,088,000 tonnes on the same date last 
season. 

NEW SHIP FOR S.C.I. 

M y “VishvaNayak”, a dry cargo 
vessel of 12,680 DWT built at the 
Hindustan Shipyard Ltd (HSL), was 
delivered to the state-owned Shipping 
Corporation of India (SCI) recently at 
Visakhapatnam. The delivery was ac¬ 
cepted by Mr K.N.G* Menon, the Chief 
Development Manager of SCI, on 
behalf of the corporation. This is the 
twenty-fourth vessel to be built by HSL 
for SCI. The vessel is being placed on 
India/USA (Pacific Coast) run. The 
special feature of the ship is that she 
has been fitted with a “Bulbous Bow” 
which will help increase the speed of the 
vessel and economise on fuel consump¬ 
tion. 

This is the first vessel delivered by 
HindustanShip yard at Visakhapatnam 
after the recent commissioning of a dry 
dock in the shipyard. In the past the 
ships had to be taken to Calcutta or 
Bombay for dry docking before 
delivery. 

ASSISTANCE FOR BANGLA DESH 

The government of Kenya has do¬ 
nated a token sum of £11,182 for the 
assistance of Bangla Desh refugees in 
this country. Mr S.K. Kimalel, the 
High Commissioner for Kenya in India, 
stated recently that this had been done 
in response to the UN Secretary Gene¬ 
ral’s appeal to the world community 
for awareness and concern for the acute 
refugee problem in the Indian sub¬ 
continent. 

NAMES IN THE NEWS 

The United Nations have selected 
Mr KX, Naojappa, Development Com¬ 
missioner, Small Scale Industries, to be 
Adviser to the government of Philip¬ 
pines for preparing a comprehensive 
integrated development programme for 
promoting and assisting small industries. 
Mr Nanjappa who has been assigned 
to the government of Philippines for 
a period of three months will also 
assess the country’s current develop¬ 
ment programme for promoting small 
industries and wilt indentify specific 
areas for a broader assistance pro¬ 
gramme to small industries. 
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TATA CHEMICALS 

MR LR.D. Tata, Chairman Tata Chemi¬ 
cals Ltd, in a statement issued on the 
occasion of the annual general meeting 
held recently made a pointed reference 
to the road blocks in the path of econo¬ 
mic progress resulting from the mis¬ 
application of regulatory laws and urged 
the government to simplify the indust¬ 
rial licensing process. He referred to 
the fertiliser project which was sub¬ 
mitted to the government four years ago 
to help raise fertiliser production in the 
country. Mr Tata pointed out that if 
it had been quickly approved the com¬ 
pany would have been about half way 
through its execution and already in 
production of nearly Rs 50 crores worth 
of fertilisers a year. 

Mr Tata pointed out that the applica¬ 
tion for the expansion of soda ash output 
from 600 to 1 ,000 tonnes a day had for¬ 
tunately not led to the type of stalemate 
experienced in regard to the fertiliser 
project. But even here there were some 
delays due to cumbersome licensing 
process further complicated by the 
administration of theMRTP Act. 

Mr Tata pointed out that some 
years ago the issue of a letter of 
intent, let alone the industrial licence 
which usually followed it almost 
automatically, provided a virtual 
assurance that the project applied 
for would go through fairly smo¬ 
othly. He added that the situation 
had so deteriorated that at present 
even an industrial licence, often a con¬ 
ditional one, merely permits the recipi¬ 
ent to “launch himself on an obstacle 
course in which the clearance of half 
a dozen ministries may be involved. 
When one of the ‘larger Houses’ is 
concerned, the matter is even subject 
to cabinet approval which naturally 
may take months to obtain”. 

Mr Tata stated that the directors 
had decided to maintain the dividend 
of 15 per cent on ordinary shares on 
the enlarged capital although the total 
amount available for distribution was 
less than the previous year, owing to 
the increased allocations to deprecia¬ 
tion and development rebate reserve. 
He added that the company would- 
continue to take every opportunity 
to expand and improve its plants, pro¬ 
cesses and efficiency to diversity its 
products and thereby to contribute *o 
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the growth of the country's economy 
and welfare. 

KESORAM INDUSTRIES 

Kesoram Industries and Cotton Mills 
Limited has recorded during the year 
ended March 31, 1971, a gross profit of 
Rs 90.45 lakhs. After adding Rs 16.86 
lakhs there is an available sum of Rs 
107.30 lakhs. From this Rs 97.96 
lakhs is provided for depreciation, leav¬ 
ing a net profit of Rs 9.34 lakhs. No 
provision is made for taxation. In 
respect of other allocations, a sum of 
Rs 419 is provided for investment re¬ 
serve and Rs 9.34 lakhs for general re¬ 
serve No. 2. The directors have proposed 
an equity dividend of 50 paise per share 
on 29,99,522 equity shares and 478 equi¬ 
ty shares pending allotment. This is pay¬ 
able from general reserve. In the pre¬ 
ceding year, a dividend of Rs one per 
share was paid on the reduced capital. 

CALCUTTA ELECTRIC SUPPLY 

Mr LA. Macpherson, Chairman the 
Calcutta Electric Supply Corporation 
Ltd, told the shareholders on the occa¬ 
sion of the annual general meeting re¬ 
cently that disturbed conditions in the 
state of West Bengal caused a decline 
in the sales of electricity to large 
industrial undertakings. He pointed 
out that decline in the case of jute 
and cotton mills was to the extent of 22 
million units and that in the case of pa¬ 
per mills was by four million units. 
Decline in other industries was by nine 
million units. He added that sales 
to engineering, steel and chemical in¬ 
dustries increased to the extent of 13 
million units. He pointed out that reve¬ 
nue receipts for the year were £18.1 
million compared with £16.9 million 
in the previous year. As unit sales were 
practically unchanged, the increase in 
revenue was due almost entirely to the 
increase in rates with effect from July 
1, 1970. Mr Macpherson added that 
this increase was, however, all but com¬ 
pletely absorbed by increased revenue 
expenditure. Enhanced wages costs, 
he added, were responsible tor the 
major portion of the rise in the cost of 
generation, transmission and distribu¬ 
tion and of administration and general 
establishment charges of £542,000. 
Moreover, he said, imported power 
cost increased by over £733,000. Of 
this latter figure some £360,000 was 
directly attributable to the enhanced 
rates introduced by the Damodar 
Valley Corporation from January 1, 
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1970, and State Electricity Board front 
June 29* 1970* The balance repented 
the cost of additional power imported. 
He stated that it was proposed to spew 
something like Rs 17 crores (£9.5 mil¬ 
lion) on development in the quin¬ 
quennium 1970-71 to 1974-75. This 
figure included Rs 3.45 crores (£1.9 
million) for 1970-71. but in spite of ris¬ 
ing costs the company spent only Rs 
two crores (£1.1 million). In addition 
to distrubed conditions in Calcutta 
generally, the company was faced by 
severe labour unrest in its mains depart¬ 
ment which severely curtailed its activi¬ 
ties . 

MYSORE CEMENTS 

Mysore Cements Ltd recorded, dur¬ 
ing the year ended June 30, 1971, a 
profit of Rs 1.21 crores. A sum of Rs 
47.19 lakhs has been deducted for 
depreciation. Development rebate re¬ 
serve absorbed Rs 50 lakhs and Rs 2.33 
lakhs have been transferred to general 
reserves. The directors recommended 
the payment of dividends for the year 
subject to deduction of tax under the 
Income-tax Act 1961, on 70,000 re¬ 
deemable preference shares at the rate 
of 9.5 per cent and on 1,799,514 equity 
shares of Rs 10 each at the rate of 
12 1/2 per cent. If these dividends are 
approved by AID and shareholders at 
the ensuing annual general meeting, 
they will be paid out of the general 
reserves. Development rebate amounting 
to Rs 1.99 crores in respect of the plant 
and machinery instated upto June 
30, 1971 remained to be claimed. A 
sum of Rs 10 lakhs was transferred to 
this reserve last year and a sum of Rs 
50 lakhs has been transferred this year, 
making a total of Rs 60 lakhs. The 
balance will be provided in the sub¬ 
sequent years as and when the company 
earns taxable profits. 

LICENC ES & LETTERS OF INTENT 

The* following licences and letters of 
intent were issued under the Indus- 
Iries (Development and Regulation) 
Act 1951 during the four weeks ended 
Julv 17, 1971. The list contains names 
and addresses of the licensees, articles 

of manufacture, types of licences. 

N evv U nde (taking (N U); N e w Art icle 
(NA); Substantial Expansion (SE); 
Carr\ on Business (COB); Shifting— 
and amiuul installed capacity. 

(During two Weeks Ended July 3, 
1971 ) 

LICENCES ISSUED 

Ferrous Industries 

M/s J. K. Steel Industries Ltd; 2, 
Mangoe Lane, Calcutta-1. (Rishra- 
Wcst Bengal)—!/) H, R M Hopes & 

Rods 18,000 tonnes pa, (/i) Box 

strappings & C.R. strips 9,600 ton¬ 
nes pa. (Hi) Wire —5,400 tonnes pa 
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(COB); M/s Kothari Auto-Parts Manu¬ 
facturers (P) Ltd; S. V. Road, Kapur 
Bavdi, Thana (Maharashtra), (Thana- 
Maharashtra)—Steel Forgings (un- 
finished)-1800 tonees pa (COB) M/s 
Union Carbide India Ltd: 5, Parlia¬ 
ment Street, P.O. Box No 533, New 
Delhi. (Calcutta-West Bengal}—(/) 
Satellite hard facing rods & electrodes- 
50 tons pa, (//) Hard facing tube rods 
—80 tons pa, <///’) Satellite castings— 
20 tons pa (NA); M/s Forgings Pvt 
Ltd; 18/5, mile, Mathura Road, Fan- 
dabad (Haryana). (Faridabad-Har- 
yanajf—Steel Forgings ■ 1,(><K) tonnes 
pa (COB). 

Fuels 

M/s * Bora Colliery Co LlU; Bora 
Colliery. P.O. Jheria, Distt Dhanbad 
(Bihar). (Bora Colliery-Bihar) Coal 
3,40,000 tonnes, pa (SE). 

Prime Movers 

M/s Shriram Refrigeration Industries 
Ltd; 8E. Rani Jhausj Road, New Delhi- 
55. (Balamigar-Andhra Pradesh) - 
Diesel Engines (upto 20 HP) 3,OIK) 
nos pa (COB). 

Electrical Equipment 

M/s Industrial Cabls (India) Ltd; 
©Industrial Area, Rajpura (Punjab). 


(Pu n ja b■)—ACS R /A AC Cond uct o rs— 
1500 M tonnes pa (COB). 

Telecommunications 

M/s Simco Motors Ltd; Meter Fac¬ 
tory Road, Tiruchirapalli-L (Tamil 
Nadu)—Variable Gang Condensers 
fPVCandAir Type)—0.6 million nos 
pa (NA); M/s Matehwell Electrocals 
(India) Ltd; Vadgaon Sheri, Off Nagar 
Road, Poona-14. (Maharashtra) - 
Hard Ferrites—50 tonnes per annum 
(NA). 

Transportation 

M/s Acme Mfg Co Ltd; Antop Hill 
Wadala, Bom hay-31-DD. (Bombay- 
M a h a ras h t ra)— M ec hanica 1 Forged 

Feed Lubricators for Internal Combus¬ 
tion Engines - 42,000 nos pa (COB); 
M/s Paxma Axle and Springs (P) Ltd; 
15/4, Mathura Road, Faridabad (Har¬ 
yana) (Faridabad-Haryana)- Tie Rods 
and Tie Rod Ends —J ,00,000 nos per 
annum (NU). 

Industrial Machinery 

M/s The Andhra Sugar Ltd: Venkat- 
arayapuram, P.B. No 2, Tanuku, (3 a- 
nuk'u-Andhra Pradesh) — Diffusers 
of De Smot Design (capacity of 2500 
to 4000 tonnes per day) 4 nos valued 


Rs 200 lakhs pa (NA); M/s Hein 
Lehman (India) Ltd: 16 # Hare Street T 
Calcutta*!. (Haryana)—Industrial Sc¬ 
reens—Rs J00 lakhs pa after expansion 
(SE); M/s Ingersoll Rand (India) 
Private Ltd: 44, Abdul Ghaffar Road, 
P.B. No 16564, Worli Bombay, (Ahem- 
dabad-Gujarat )—-New Article ; Air 
Compressor model ESH, ESU-5* 
Stroke sizes 5*x9£*—10 nos pa, 
Substantial Expansion* (#) Air Com¬ 
pressors 5'stroke size 1" x 5" ESV & 
ESH—Expansion from 24 nos to 124 
nos per annum, (//') Air compressor 
ESH & ESV—7* stroke size 91’x 7' 

-Expansion from 24 nos to 124 
nos pa (SE/NA); M/s Ingersoll Rand 
(India) Private Ltd: 44, Abdul Ghaffar 
Road, P.B. No 16564, Worli, Bombay- 
18. (Ahmedabad-Gujarat)—1. Air 
Compressor size 4" x 11* ESH/ESV- 
12 Nos pa, 2. Dry Vacuum Pumps-- 
18’.-. 5* ESH—12 nos pa (NA); M/s 
The Ajay Engg Works Ltd: 183-A, 
Prince Anwar Shah Road, Calcutta. 
(Calcutta-West Bengal)- Power Dri¬ 
ven Pumps- 12.0(H) nos pa (COB). 

Agricultural Machinery 

M/s United Auto Tractors Ltd: D- 
432, Defence Colony, New' t>clhi-3. 
(Hyderabad-Andhra Pradesh)—Agri¬ 
cultural Tractors—U-5000 (50HP)U - 
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650 and U-651M-965 HP)—5,000 nos 
pa(NU). 

Chemicals 

Dr Paul Lohmann*(India) Ltd, 3, 
Camac Street, Calcutta-16 (West Ben¬ 
gal)-—(7) Antimony Potassium Tarta- 
rate, (ii) Antimony Sodium Tartaratc, 
(Hi) Calcium Propionate, (ir) Sodium 
Propionate, (v) Lithium Nitrate, (vi) 
Lithium Sulphate, (vii) Lithuium Chlo¬ 
ride, 150 tonnes with an overall cap¬ 
acity of 1500 tonnes pa of Fine Chemi¬ 
cals) (NA); M/s Glaxo Laboratories 
(India) Ltd: Dr Annie Besani Road, 
Worli, Bombay-18. (Maharashtra)— 
1. Laboratory Reagents, 2. Inorganic 
Laboratory Reagents, 3. Buffer Rea¬ 
gents and Reagents Tablets, 4. D.P,X. 
Mountant, 5. Reagents for Bacterio¬ 
logy, 6. Reagents for Pathology, 7. 
O-Tolidine, Reagent for Chlorine esti¬ 
mation. 360 tonnes pet annum on the 
basis of maximum utilisation of plant 
and machinery (COB); M/s Bayer 
(India) Ltd: Express Towers, Nariman 
Point, P.R. No 1431, Bombay-1 BR 
(Thana-Maharashtra)—Renacit VTl— 
100 tonnes pa (COB); M/s Indian 
Oxygen Ltd: Oxygen House, P-34, 
Tarutola Road, Calcutta-53. (Kanpur- 
Uttar Pradesh)—Nitrogen gas—36,000 
cub meters pa (COB); M/s India Oxy¬ 
gen Ltd, Oxygen House, P-34, Taratola 
Road, Calcutta-53. (West Bengal)— 
Fluxos—61 tonnes pa (Shifting within 
the same state). 

Drugs and Pharmaceuticals 

M/s Ciba of India Ltd, Royal Insu¬ 
rance Building, 14, J. Tata Road, 
Bombay-30, (Maharashtra)—(/) Dexa- 
methasone Trimethyl Acetate—3 Kgs 
pa (//) Calcium Coramine—1.5 tonnes 
pa (COB); M/s Ciba of India Ltd : 
Royal Insurance Bldg, 14, J. Tata Road, 
Bambay-2p. (Maharashtra)—(/) Sul- 
phonamtdes (Orisul, Cibazol, Elko- 
sin, Formocibazol, Visulong) —capa¬ 
city after expansion—95 tonnes pa, 
(H) Antrenyl—capacity after expan¬ 
sion—415 Kgs pa, (///) Entebox—Capa¬ 
city after expansion 2150 Kgs pa, (iv) 
Crude Quinone—capacity after ex¬ 
pansion—2850 Kgs pa, (r) Dinabol 
—capacity after expansion—60 Kgs 
pa, (v/) Tablets—Capacity after ex¬ 
pansion 625 million nos pa (SE). 

Paper 

The Metal Box Co of India Ltd: 59, 
C, Chowrihghee Road, Calcutta-20, 
(Calcutta-West Bengal)—Treated and 
processed qnd laminated paper and 
board and containers thereof—-200 ton¬ 
nes pa (COB). 

Vegetable Oils 

M/s Godrej Soaps (P) Ltd, Eastern 
Express Highway, Vikhroli, Bombay-79. 


(Bombay-Maharashtra) — Groundnut 
oils etc by the solvent extraction 
process—200 tonnes per day in terms 
of oil cakes (COB). 

Cosmetics 

M/s Lakme Ltd : Bombay House, 
Bruce St, Bom bay-1. (Bombav-Maha- 
rashtra)-(/) (0 Perfumery—3,3 ton¬ 
nes pa, (//) Cosmctics— 1J4,01onnes pa, 
(Hi) Toilet preparal ions—195.9 t onnes 
pa (COB). 

Rubber Goods 

M/s Fort Glostcr Industries Ltd : 
(Cable Division), Hall & Andersen 
Building, 31, Chowringhee Road, Cal¬ 
cutta-16. (West Bengal)—1. Bicycle 
Tyres—600,000 nos pa, 2. Bicycle 
Tubes—60,000 nos pa (COB). 

Leather 

M/s Eastern Chrome Tanning Corp; 
19-A, Vepery High Road, Pcriameni, 
Madras-3. (Ambur-Tamil Nadu) - 
Wet Blue Chrome and Goat skin—7.20 
lakh nos pa (COB); M/s Maypar 
Leather Mfg Co (P) Ltd: 62/64, Scmu- 
doss Street, Madras-1. (Tamil Nadu)— 
Tanned Skins-4,92,500 pc$. per annum 
(COB); M/s Bombay Footwear Pvt Ltd, 
Deoner, P.O. Bo 7218, Bombay-88. 

( Bo m bay-M a ha ras hi ra)—< i ) Lea t her 
footwear—55,000 pairs, ((H) Industrial 
Gloves—19,000 pairs pa (ii) Boot 
Uppers—6,400 pairs pa (COB). 

LETTERS OF INTENT 

Ferrous Industries 

M/s Shankar Eslace (P) Ltd: 1-A, 
Alipore Avenue, Calcutta-27. (Madhya 
Pradesh)—Mild Steel, Carbon Steel 
and Spring Steel billets—50,000 tonnes 
pa (NU); M/s Yardman Spg & General 
Mills Ltd: Chandigarh Road, Jabalpur, 
Ludhiana-3. (Haryana)—Mild High 
Carbon and Spring Steel Billets- 
50,000 tonnes pa (NU); M/s Amrit 
Banaspati Co Ltd, Amrit Nagar, GT. 
Road, Ghaziabad (Uttar Pradesh). 
(Uttar Pradesh)— Mild Steel Billets- 
50,000 tonnes pa (NU); M/s Munjal 
Steel ; Hero Nagar, G.T. Road, Ludhi¬ 
ana-3. (Uttar Pradesh)--C. R, Medium 
and Law Carbon Steel strips from 10 
g to 26 g—12,000 tonnes pa (NU); 
Shri Ramesh Chand ; Shop No. 5, 
Hastings Road, New Delhi-1. (Delhi) 

C. R. Strips—7,500 tonnes pa (out of 
which 2,700 tonnes will be further 
processed into hardened tempered and 
polish strips) (NU); M/s UP State 
Industrial Corporation Ltd : (UP govt 
Undertaking), Deptt of Industries 
Bldg, 117/420, G.T. Road, Kanpur-2 
(UP)—MS Billets foir a capacity of 
1,00,000 tonnes pa from steel produced 
from scrap in 3 electric arc furnace of 


20 tonnes capacity each with the help 
of continuous casting machine (NU); 
M/s Usha Martin Black (Wire Rop6s) 
Ltd ; 14, Princcp Street, Calcutta*)? 
(Ranchi*Bihar)— High/Low Carbon Al¬ 
loy Steel Billets—50,000 tonnes pa 
(NA); M/s Chase Bright Steel Ltd : 
Mehar Chambers, Nicol Road, Ballard 
Estate, Bombay*!. (Tehsil Majiwada, 
Distt Thana-MaharashtraV—Bright steel 
Bars and shaftings—Expansion from 
12,000 tonnes to 24,000 tonnes pa (SE); 
M/s Coventry Spring and Engg Co 
(P) Ltd, 23 Ganesh Chandra Avenue, 
Calcutta-13 (Nagpur - Maharashtra)— 
High Quality Precision Helical compres¬ 
sion (Flat and Coil) Springs—5,000 
tonnes pa (NU); M/s Fritz and Singh 
(P) Ltd : Fritz House, 227, Nelaji Sit- 
bluis Road. Tollygungc, Calcutta-47. 
(Tollygunge-West Bengal)—Filler As¬ 
semblies -1,00.000 Nos pa (SE); Shri 
M. M. Kheny : Nt Main, V Block, 
Kumara Park, West Extension, Ranga- 
lore-20. ( Bangalore- Mysore) — (/) 

Engine Valves.36,000,00 nos, pa (U) 

Valve guides----36,000,00 nos pa, (Hi) 
Tappets—36,00,000 nos pa (iv) Ma¬ 
chine components, such as Crosses 
and Steering Knuckles lor Automobiles 
etc—2,00,000 Nos pa (NU). 

Electrical Equipment 

M/s John Prasad; 45, First Main 
Road, C.I.T. Nagar, Madrus-35. (Tamil 
Nadu)—Tape Recorders—10,000 nos 
p.a. (NU); M/s Andhra Mechanical 
and Electrical Industries Ltd: 173, 
Second Floor, Fateh Maidan, North 
Road, Hyderabad-4. (Hyderabad-An- 
dhra Pradesh)— (1) Circuit Breakers 
I1KV—300 Nos pa., (ii) Circuit Brea¬ 
kers 22/33 KV—-75 nos, pa., (iii) Cur¬ 
rent and Potential transformers 11 KV 
—900 Nos pa., (iv) Current and Poten¬ 
tial transformers 22/33 KV—225 nos 
pa., (v) Isolators (motors operated type) 
11/22/33 KV—100 Nos pa. (NU); 
Shri K. Kumar: C/o Shri J.M. Kapur, 
C-333, Defence Colony, New Delhi. 
(Haryana)—Automobile contact sets— 
121 lakhs Nos pa. (NU); M/s Elgi 
Equipment (P) Ltd: India House, Trichy 
Road, Coimbatore-18. (Coimbatore- 
Tamil Nadu)—Finished Crankshafts— 

1,30,000 Nos pa. (NA); M/s Usha Tele- 
hoist Ltd : 14, Princep Street, Calcutta- 
13. (Ballabhgarh-Haryana)— Automo¬ 
tive Chassis Lubricating system—5,000 
Units pa. (NU); Shri A.J. Kothari: 
P.B. No 40, S.V. Road, Kapurbavadi, 
Thana (Maharashtra). (Baroda-Gujarat) 
— Various types of automobile gears 
for automobile tractors ~ 900 tonnes 
p.a. (NU); M/s Associated Engg. Works 
Ltd: Kashmere Gate, Delhi-6. (Farida- 
bad/Ballabgarh/Bahadurgarh — Hary¬ 
ana)—(1) Hydraulic Jacks (1 i to 250ton- 
nes>—80,000 Nos pa., (ii) Shock Absor¬ 
bers—1,20,000 Nos pa. (NU); M/s The 
Indian Engg. and Commercial Corp. 
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<F) Ltd: 1201-1202, Akash Deep Bldg,, 
Barakhamba Road, New Delhi. (Bhopal 
-IWadhya Pradesh)— Fuel Injection 
Equipment—Multi-Cylinder and Single 
Cylinder—1,00,000 Nos pa. (NU); Shri 
V.S. Pooja: 29, Gapri, 9, Manay Man- 
dir Road Bombay-6. (N&gpur-Maha- 
rashtra)—(1) Pistons- 3 lakhs pa., (ii) 
Piston Rings 13 lakhs pa., (iii) Piston 
Pins—3 lakhs pa., (NU) ; Smt. Kanta 
Agarwal: C/0 M/s Sales Co., 2797/2315, 
Bara Bazar, Kashmere Gate, Delhi-6. 
(Delhi)—(i) Auto Electrical Contact 
sets and parts thereof, —24,00,000 sets 
pa., (ii) Commutators—3,60,000 pcs. 

pa., (iii) Slip Rings.1,20,000 pcs. pa., 

(iv) Circlips —2,00,000 pcs. pa., (v) 
Condensors, - -10,00,000 pcs. pa., (vi) 
Distributors—50,000 pcs. pa., (vii) Mag¬ 
netos—50,000 pcs. pa. (NU); M/s Usha 
Telehoist Ltd: 14, Princep Street, Cal¬ 
cutta-13. 24-Parganas-West Bengal)— 
Hydraulic Tipping Gears - 5000 pa. 
(after expansion). (SE). 

Industrial Machniery 

M/s Star Textile Engg, Works Ltd: 
Dhanraj Mahal, Appollo Bunder Road, 
Bombay-1. (Manpada-Maharashtra)— 
rashtra)—(i) Ultra Violet Water puri¬ 
fiers—Rs 150 lakhs pa., (ii) Ultra-violet 
Air purifiers—Rs 8 lakhs pa.,(iii) Special 
large plants for township water puri¬ 
fiers* -Rs 12 lakhs pa. (NA). 

Machine Tools 

M/s The Indian Metal Industries: 
22/A, Industrial Area, N.I.T. Farida- 
bad. (Faridabad-Haryana)— Fully auto¬ 
matic bottling plants—Rs 60 lakhs pa. 
(NU); M/s Raja Bahadur Motilal 
Poona Mills Ltd; Tractor Department 
Engg. Division, 5, Raja Bahadur Moti¬ 
lal Road, P.O. Box No. 50, Poona-1. 
(Poona-Maharashtra) — Indigenous 
Agricultural Tractors (37 HP)—10,000 
nos pa. (NA). 

Office and Household Equipment 

M/s Cutler-Hammer India Ltd: 20/4, 
Mathura Road, Ballabgarh (Haryana), 
(Ballabgarh-Haryana) — Thermostats— 
Total cap acity— 50,000 nos pa. after ex¬ 
pansion. (SE): Shri P.R.Ramachandran: 
C/o The Sarada Agencies, 1/155, Mount 
Road, Madras-2. (Madras-Tarnil Nadu) 
- Portable Typewriters 15,000 nos 
pa. (NU). 

Medical & Surgical Appliances 

M/s Iscomed Industries Pvt. Ltd, Bom¬ 
bay—Agra Road, Bombay-80. (Bom¬ 
ba y~M aharashtra) — (i) Electro surgical 
Unit—100 nos. pa., (ii) Single and Duel 
Speed E.G.G. Apparatus—(Electro 
Cardiogram) — 100 nos. pa. (iii) 
Heart Papers—50 nos. pa., (iv) Heart 
Difibrillators—50 nos pa., (v) Va¬ 
cuum Aspirator — 200 nos pa., (vi) 
Hydraulic Operation Table— 100 nos 
pa., (vii) Respirators —50 nos pa., 


(viii) Shadowless Lamps, Large—100 
nos pa., (ix) Surturo Needles—2 lacs 
pakts. of 6, (x) Disposable Syringes and 
Needles—30 lacs nt>s pa., (xi) Dispos¬ 
able Blood Transfusion sels~-5 lacs 
nos. (NA). 

% 

Industrial Instruments 

Shri Bhanubhai Patel : “Honest 
House/’ Bakhro Road, Vallabh Vidy- 
nagar, Gujarat. (Vallabh Vidyanagar- 
Gujarat)—Automatic Weighing and Bag 
Filling Units—100 units pa. (NU). 

Chemicals 

Shri S.P. Sachdeva and others: 35, 
Model Town, Sonepat (Haryana). 
(Sonepat-Haryana) — Oxygen Gas— 
.45 million cubic meters, pa. (NU); 
Smt. Mohini Chouwdhury : Village 
Sheikhpura, P.O. Hansi, Distt. Hissar, 
(Haryana). (Hansi-Haryana) — do. 
(NU); The Tamil Nadu Industrial De¬ 
velopment Corp. Ltd : I50-A, Mount 
Road, Madras-2. (Sivagatiga-Tamil 
Nadu)—Potassium Chlorate—1825 ton¬ 
nes pa. (NU);M/s Sanghi Motors (Bom¬ 
bay), Pvt. Ltd : 39-A Hughes Road, 
Bombay-7. (Bombay-Maharashtra)— 
Oxygen and Acetylene plants—3 Nos 
pa. (NA); M/s Steel Krafts : G.T. 
Road, Panipat (Haryana) (Panipat- 
Haryana)— Oxygen Gas—. 45 million 
cubic meters pa. (NU); M/s Kanoria 
Chemical and Industries Ltd : 9, Bra- 
bourne Road, Calcutta-1. (Maharashtra) 
—Toluene Di-Isocyanate—3.600 tonnes 
pa. (NU); Shri S.S. Kohli: 2, Club Road, 
Civil Lines, Delhi-6. (Allahabad-Uttar 
Pradesh)—Oxygen Gas—. 45 million 
cubic meters pa. (NU). 

Drugs Sc Pharmaceuticals 

M/s UNI UCB (P) Ltd: 22, Bhula- 
bhai Desai Road, Bombay-26. (Bombay- 
Maharashtra)—(i) Colimycm Tablets— 
50 lakhs Nos 1/2 mu/Tablets, (ii) Coli- 
mycin Injection— 2 lakhs vials of 1 
mu & 1/2 mu per vial., (iii) Colimycin 
Drops— 50,000 vials of 4 mu/vial, (NA). 

Paper & Pulp Products 

Shri H. P. Dhanuka: C/o M/s 
Dhanuka Sc Sons, 14, Nclaji Subhas 
Road, Calcutta-1. (UP)—(i) Art Paper 

-2000 tonnes pa., (ii) Chrome Paper 
—2600 tonnes pa. (NU); Dr. P.L. 
Anund: C-266, Defence Colony, New 
Delhi-. (Madhya Pradesh/Orissa)—Pulp 
and Paper—60.000 tonnes pa. (NU). 

Glass 

Shri C.K. Bagla, 2-B, Ronaldshay 
Road, Alipore-Calcutta-27. (Rajasthan) 
—Glass Bottles—18,000 tonnes pa. 
(NU); M/s Rajasthan State industrial 
and Mineral Development Corporation 
Ltd: 100, Jawaharlal Nehru Marg, 
Jaipur (Rajasthan). (Rajasthan)—Glass 
Bottles and Containers—18,000 tonnes 


pa. (NU); M/s The Travancore Ogale 
Glass Mfg. Co. Ltd: Alwaye-4, Kerala. 
(Alwaye - Kerala) — Glass Bottles— 
12,600 tonnes per annum (after ex¬ 
pansion). (SE). , 

Ceramics 

M/s Canon Dunkerley Sc Co Ltd: 
Chartered Bank Building, Mahatma 
Gandhi Road, Fort, Bombay-l-BR, 
(Hazaribagh-Bihar) — (i) Synthetic 
Mullite—12,000 tonnes pa, (ii) Special 
Ceramics for Petroleum & Chemical 
Industries—6,000 tonnes pa., (iii) High 
Alumina products—12,000 tonnes pa, 
(iv) Castables & Mortars — 12,000 
tonnes pa, Total capacity—42 ; 000 
tonnes pa. (NU). 

Timber Products 

M/s Sunna Veneer Sc Laminates 
(Pvt) Ltd: (PO.) Karimgunj, Distt. 
Cachar (Assam), (Karimgunj-Assam)— 
Assam)-—(i) Commercial and Decoia- 
rative Plywood—2,90,000 sq. mts. 
per annum, (ii)Teak Veanors— 3,57,000 
sq. mts. pa. (NU). 

CHANGES IN THE NAMES OF 
OWNERS/U N OERTAKINGS 

(Information pertains to particular 
licences only) 

For M/s Golden Tobacco Co (P) 
Ltd, New Delhi to M/s Golden Tobacco 
Company Ltd, New Delhi. 

LICENCES REVOKED OR 
SURRENDERED 

M/s High Quality Steel Ltd, Calcutta 
—Alloy and Special Steel. 

(During Two Weeks Ending 
July 17 197 Ip 

LICENCES ISSUED 

Ferrous Industries 

M/s Indian Hume Pipe Co Ltd: 
Construction House, Walchand Hira- 
chand Marg, S.E. Bombay-1. (Pogoan- 
Distt. Thana-Maharashtra)—Welded 
Steel Pipes of 2500 mm to 3000 mm and 
specials of large dia.—20,000 tonnes 
pa (COB); M/s Spheroidal Castings 
Ltd, 20, Second Line Beach, Madras* 1, 
(Madras-Tamil Nadu)— (i) S.C. Iron 
Castings—150 tonnes pa. (ii) Alloy 
Iron Castings—70 tonnes pa. (Hi) 
Cast Iron Castings—500 tonnes pa 
(COB); M/s Rannaq & Co (P) Ltd, 
14/15 F, Connaught Place, New Delhi. 
(Faridabad-Haryana)—Glavaniscdi Mal¬ 
leable Iron fittings i" to 3* size 
range—5000 tonnes pa. (NU). 

Non-Ferrous Industries 

M/s Binani Metal Works Ltd; 38, 
Strand Road, Calcutta- L (Foreshore 
Road Shibpur, Howrah—West Bengal) 
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i Time is money 

And JAL Air Cargo can save you both 


A sea voyage is fine for a long 
vacation. But your freight goods 
don’t need a vacation. They need 
to get to their destination fast—to 
start earning back the money 
you've already put into them. 
Which is why we urge you to 
consider this: Packing charges. 


interest, insurance, storage, dep¬ 
reciation—all are lower when you 
ship JAL Air Cargo. And we'll 
prove it for you. For full infor¬ 
mation on cost reduction through 
air freight, see your cargo agent, 
freight forwarder or JAL Cargo 
Representative. 


OAAAJV JU» UWM 

UJedeVvertheu/ona 




Vn odOfWfttion wM* 
Air fomov, AlitaHa and Lutthana*. 
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NOW 

a 60 second contest 
for Industrialists: 



Given below are 10 of the problems 
industrialists often face, and the 
solutions to these are available from 
SICOM. Indicate the correct letters of 
alphabet of the SICOM solution against a' 
particular problem. Remember, you've 
just 60 seconds. 


Problems 

1 You have the 

□ resources and you 
want to know what 
projects are 
profitable in 
Maharashtra. 

2 You want a 

□ feasibility study 
made on your 
project and aie 
willing to pay only 
25% of the cost. 

3 You need 

□ evaluation of an 
alternative site for 
your project. 


4 You want to start 

□ a small or medium- 
scale industry and 
you need 75% 
capital assistance. 

5 You know what 

□ industry to start 
but you don’t know 
where in 
Maharashtra. 

6 You want share 

□ capital participation 
and under-writing 
support. 

7 You want short- 

□ term, medium-term 
or long-term loans 
on easy conditions. 


8 You want to locate 

□ suppliers of raw 
materials. 

9 You need interest- 

□ free loans (from 
the sales tax you 
pay) to set up 
another project. 

10 You need 

□ expeditious 
clearances for 
various basic 
industrial needs 
like water, land, 
power, telephone, 
etc. 


Solutions ■ 

(a) SICOM’s Project H 

Investigation Service. H 

(b) SICOM’s Capital ® 

Participation Scheme. m 

(c) SICOM’s Plant * 

Location Service. || 

(d) SICOM’s Industrial m 

Services Division. H 

(e) Government of Maharashtra's m 
Package Scheme of Incentives, it 
(SICOM administered). 

(f) SICOM’s flexible schemes “ 

for financial assistance. m 


l............ 

For correct solution to any or all of these problems 
wnte to the Senior Development Officer . 

sicoM- rife mvw$ fonee fat developing mduetnhs 


THE STATE INDUSTRIAL AMO INVESTMENT 
CORPORATION OF MAHARASHTRA LIMITED 

Nlrm«l, 1st Floor, Nariman Point, Bombay-K 
Tel :2982m Telex. 011-3066. 



SICOM peopk 
work hard 
with expertise 
and guts. 

Like you. 

cmsc.s* ae] 
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—Non Ferrous Castings—1400 tonnes 
pa (COB). 

Electrical Equipment 

M/s Union Carbide India Ltd: Par¬ 
liament Stret, P.O. Box No 533* New 
Delhi-1. (Madras-Tamil Nadu)—Dry 
Cells purely for meeting defence re¬ 
quirements—72 million nos pa. (COB); 
M/s Lamp Caps & Filament Ltd; 16, 
Khorshed Buildings, Sir Pherozeshah 
Mehta Road, Bombay-1. (Nasik- 
Maharashtra)—Tungsten Filaments 
wires from rod stage—-150 million 
meters pa (Shifting—from Thanato 
Nasik-same state). 

Industrial Machinery 

M/s Ingersoll Rand (India) Pvt Ltd; 
Khanna Construction House. 44-Mau- 
lana Abdul Ghaffar Road, Worli, Bom¬ 
bay (Ahmedabad-Gujarat)—DM 20 
Drill Master Track—mounted com¬ 
pressed Air-operated Blast Hole Drills 
—12 Nos pa. (COB). 

Machine Tools 

Chairman & Managing Director, 
Hindustan Machine Tools Ltd: Banga¬ 
lore. (Bangalore-Mysore)—(r) Col¬ 
umn Drill Machines—54 nos pa, (ii) 
Internal Grinding machines 140 Nos 
pa, (iff) Chuckers—12 nos pa, (/v) 
Mini Chuckers—120 nos pa, (v) 
Tool Grinding & Lapping Machine 
G.T.—capacity to be fixed after 2 years 
from the date of commencement of 
production of this item. (NA). 

Sugar 

M/s The Kisan Sahakari Chini Mills 
Ltd: Kairaganj, Distt Farrukhabad, 
UP, (Through the Distt Magistrate 
Farrukhabad, UP) (Village Naraina- 
man, Teh. Kaimganj-UP) — Sugar- 
crushing capacity of 1,250 tonnes of 
sugar cane per day (NU). 

Ceramics 

M/s Neivefi Ceramics and Refrac¬ 
tories Ltd: (PO) Vadular, South 
Arcot Distt Tamil Nadu) (Vadalur- 
Tamil Nadu)—Vitreous China Sani¬ 
taryware—3000 tonnes pa after ex¬ 
pansion (SE). 

LETTERS OF INTENT 

Ferrous Industries 

M/s Jain Tube Co (1964) Ltd: Jain 
Bhavan, Hauz Qazi, Delhi-6 (Ghazia- 
bad-UP)—Hot Rolled Skelp - 50,000 
tonnes pa, (NA); M/s Yogesh Corpo¬ 
ration Ltd: 283/6, Gandhi Road, K. 
P, Building 1st Floor, Ahmedabad, 
(Ahmedabad-Gujarat)—Ductile Iron 
Pipes and Fittings—50,000 tonnes 
pa (NU). 

Nan-Ferrous Industries 
jE/ft Ceminco Binani Zinc Ltd: PO 
UdyogamandaL Kerala. (Alwaye- 
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Kerala)—Zinc Ingots—Expansion from 
20,000 tonnes to 40,000 tonnes pa 
(SE). 

Prime Movers 

Shri Umakant A. Takle: 240-F, 
Shaniwar Peth, Karad, Distt Satara 
(Poona-Maharashtra)—(i) Pistons—7.5 
lakhs nos, (ii) Pistons Rings—7.5 
lakhs nos, (Hi) Piston pins—10 lakhs 
nos, (iv) Cylinder Liners 3.5 lakhs 
nos (NU). 

Electrical Equipment 

M/s Kundasons: S-2, Green Park 
Extension, New Delhi-16, (Haryana) 
—(i) Heart Rate Cardioscope and Car- 
dioscope—150 Nos pa., (ii) Synchro 
Trigger Defibrillator —150 nos pa., (iii) 
Demand Pacemaker—150 nos pa., (iv) 
Heart Rate Meter—150 nos. pa, (v) Re¬ 
corder—150 nos pa., (vi) Dual & Multi¬ 
channel Recorders -150 nos. pa, (N U): 
M/s Heavy Electricals (India) Ltd: 
Pipelani, Bhopal-32. (Bhopal-Madhya 
Pradesh)(l) New Articles : Automatic 
Regulating Equipment for (a) Voltage, 
(b>Current, (c) Frequency, (d) Speed & 
control parameters, —425 nos valued 
at Rs 150 lakh pa., (II) Substantial 
Expansion : (a) Laminations for Elect¬ 
ric motors—3,700 tonnes pa., after ex¬ 
pansion, (b) Small motors—8,000 mo¬ 
tors pa., after expansion., (c) Moulding 
& Hard Micanite hand built flexible 
mica sheets machine—built flexible mica, 
Folium and paper etc. other, Insulating 
materials—250 tonnes pa. (NA/SE); 
M/s Ruttansha Simpson (P) Ltd: 
International House, Agra Road, 
Vikharoli, Bombay-83. (Bombay- Ma¬ 
harashtra)—1. Frequency Counters—25 
nos. pa, 2. L.F. Generators—100 nos 
pa, 3. Temperature Testers—200 nos 
pa, 4. Audio Wattmeter—200 nos. 
pa, 5. Micro Volt Attenuzter—200 
nos pa., 6. Panel Meters—150 nos pa., 
(a) Edgewise meters 10 micro amps to 
1000 amps & 1 to -100V, 5,000 nos 
pa., (b) Meters with contact type re¬ 
lays externally adjutable 15 VD 10 ni 
A max,—3,000 nos pa., (c) Meters with 
contactless relays 115V-10 Amp—2,000 
nos pa., Milliohm meter—150 nos p.a. 
(SE). 

Transportation 

M/s Popular Auto Corporation: 22. 
Krishna Motor Market, Kashmcre Gate, 
Delhi. (Faridabad-Haryana)— Trans¬ 
mission and transfer case assembly 
and cage assembly—rear and front axle 
for an annual capacity of 30,000 
sets and 10,000 sets respectively. 
(NU); M/s Teksons (P) Ltd: Modi 
Chambers, Bombay-4. (Bombay Maha¬ 
rashtra) —(a) Substantial Expansion. 
(0 High pressure hydraulic hoses— 
50,000 nos pa. after expansion, (it) Fuel 
& oil hoses—-9,00,000 nos pa. after 
expansion, (b) New Articles ¥ . (j) Self 
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Sealing and <|uick release couplings— 
25,000 nos pa., (ii) Swivel Angular 
Joints—2,00,000 nos pa. (NA/SE); Shti 
S.C. Chhiba: S-490, Greater Kaiiasfc, 
New Delhi-48 (Ghaziabad / Faridabad/ 
Delhi- U P/Haryana/Delhi) — Shock 
Absorbers—3,88,000 nos pa, (including 
30,000 shock absorbers for Railways 
and 8,000 nos for armoured vehicles). 
(NU);M/s Imperial Auto Industries: 
3, New Colony, Opp. Railway Station, 
Faridabad (Haryana). (Faridabad-Har¬ 
yana)—Brake Hoses and Fuel Hoses— 
1,20,000 Nos each (after expansion). 
(SE); M/s Avalon Products Pvt Ltd: 
United Building (2nd Floor), No 2 
Mission Road, Bangalore-2. Hoskatc- 
Mysore)—(0 Starter Switches—L00,000 
nos pa,, (ii) Piono Switches—3,00,00 
nos pa., (iii) Stearing Mounted 
Swtiches—75,000 nos pa„ (iv) Wiper 
Motors—2.00,000 nos pa., (v) Spe¬ 
cial Locks—5,00,000 nos pa., (vi) 
Clocks of special type 25,000 nos pa., 
(vii) Safety Flashers—1,00,000 nos pa, 
(NU): M/s Popular Auto Corpora¬ 
tion, 22, Krishna Motor Market, Kash- 
mere Gate, Delhi-6. (Faridabad-Hary- 
yana)—Head Lamps, complete with 
sealed beams —3,00,000 sets pa. (NU). 

Industrial Machinery 

M/s Tahira Industries (India) Pvt 
Ltd: 19/21, Manhor Dass St., Opp. 
G.P.O. Bombay-1. (Boirtbay/Nasik- 
Maharashtra)—(i) Petroleum Processing 
Equipment, (ii) Chemical Equipment, 
(iii) Dryers, (vi) Distillation Units, (v) 
Sulphur Extraction Units, (vi) Heat 
Exchangers—Rs 1 crore pa. (NU). 

Machine Tools 

M/s Danfoss (India) Ltd: B-20/21, 
Industrial Area, Site No, No 3, Meerut 
Road, Ghaziabad (UP), (Ghaziabad- 
UP)—Hydraulic equipment such as 
hydraulic motors, pumps, and steering 
units - - worth Rs 1 crore pa. (NA). 

Agricultural Machinery 

MAs International Tractors Co of 
India Ltd, Akurli Road, Kandivli 
(East), Bombay-67. (Maharashtra)— 
Agricultural Tractors—Expansion from 
7,000 nos to 10,000 nos pa. (SE) 

Medical & Surgical Appliances 
Shri K.D. Kehr : 7/77, Tilak Nagar, 
Kanpur (UP). (Kanpur-UP)— Suture 
Needles—'3 million nos pa. (NU). 

Scientific Instruments 

M/s Jmtan Clinial Thermometer Co 
(India) Pvt Ltd, Surendranagar (Guja¬ 
rat). )Surendranagar-Gujarat) — Cli¬ 
nical Thermometer—3 million nos 
pa. (i.e. 40,08,000 nos pa,) after expan¬ 
sion). (SE). 

Chemicals 

Ms Dharamsi Morarji Chemical Co 
Ltd: Prospect Chambers, 317-2L Dr 
Dadabhoi Naoroji Road, Bombay. 
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(Ambernath-Maharashtra) — (i) So¬ 
dium Silico Flouride—1750 tonnes pa., 
(ii) Aluminium Flouride>*-1550 tonnes 
pa., (iii) Sodium Fluoride—700 tonnes 
pa., (vi) Activated Silica—550 tonnes 
pa, (NA); The Fertilizer Corporation of 
India Ltd :Trombay Unit, Bombay-74. 
(Trombay—Maharashtra)—Phosphoric 
Acid—32,000 M.T. pa, (NA); M/s 
Central Oxygen and Acetylene : C/o 
M/s Ashoka Carpet, 24, Barakham- 
ba Road, New Delhi. (Faridabad-Har- 
yana)—Liquid Oxygen—. 45 million 
cub. meters pa. (NU); M/s Maganmal 
Nemichand : Baiaganj, Agra-4, (UP). 
(Agra-UP)-Oxygen Gas—.45 million 
cub. meters pa. (NU); M/s Eastern Air 
Products (P) Ltd : I & 2, Industrial 
East, Govindpura, Bhopal. (Bhopal- 
Madhya Pradesh)- . 45 million cub. 
met. pa (SE); Dr Panna Lai Bhatia: 38, 
Rajindra Park, New Delhi-5. (Delhi) — 
Oxygen Gas- .45 million cub. meters 
pa. (NU). 

Dye-Stuffs 

M/s Amar Dye-Chcm Ltd : Rang 
Udyan, Sitladevi Temple Road, Mahim, 
Bomba) -6. (Maharashtra)—Reactive 

Dyes (VinyJ Sulphone Type)—Expan¬ 
sion from 250 tonnes to 500 tonnes pa. 
(SE). 

Fertilzcr 

M/s B,K. Poddar : Poddar Court, 18, 
Rabindra Sarani, Calcutta. (Kandla- 
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Gujarat)—Woollen Carpet Yarn—5.28 
million lbs. pa. (NU). 

Sugar 

M/s Shri Bileshwar Khand Udyog 
Khedut Sahakari Mandli Ltd : Kodi- 
! nar, Distt. Amreli, Gujarat 
(Kodinar-Gujarat)—Sugar — Expan¬ 
sion from cane crushing capacity of 
2,600 tonnes to 4,000 tonnes per day, 
(SE); M/s Niphad Sahakari Sakhar 
Karkhana Ltd : Pimpalas, Bhausheb- 
nagar, Distt. NasiK, Maharashtra 
(Pimplas-Distt. Nasik, Maharashtra)— 
Sugar— Expansion from cane crushing 
cap acity of 1000 tonnes to 2,000 ton¬ 
nes per day. (SE). 

Food Processing Industries 

Shri Ttyumal R. Pamnani: Mistry 
Park, 77-B, Desai Road, Bombay. 
(Ahmedabad-Gujarat)—Biscuits—3,000 
tonnes pa. (NU); Shri K.L. Lamba; 
Meva Hotel Building, Queens Garden 
Delhi-6. (Ghaziabad-UP)—Biscuits— 
3,000 tonnes pa. (NU). 

Rubber Goods 

.M/s Premier Rubber and Cable In¬ 
dustries: Savoy Chambers, 5, Wallace 
Street, Fort, Bombay-1. (Bihar).—Auto¬ 
mobile Tyre and Tubes—3 lakhs Nos. 
of each pa. (NU); M/s Universal Tyres 
Ltd,: 35-D, C.Y. Chintamani Road, 
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Allahabad-2 (UP). (Naiiti-UP>— 
3 lakh nos. pa. (MA). 

Leather and Leather Goods 

M/s T. Abdyl Wahid & Co; No, 9, 
Vepery High Road, Ambur (North 
Arcot Distt) Madras-3. (Ambur-Tamtl 
Nadu)—(i) Wet Blue Chrome Tanned 
Skins—36 lakhs nos pa. after expansion, 
(ii) Finished leather from hides such as 
full chrome upper leather etc.—3 lakhs 
nos, pa., (iii) Finished leather from 
Sheep and Goat skins such as Suedes, 
fine Gloving leather, lining leather 
etc, —16 lakhs nos pa. (NA/SE). 

Glass 

M/s Kuldip Industrial Corporation, 
41, Industrial Area, Chandrgarh*2. 
(Brotimala-HP)—Glass Bottles— 
20,000 tonnes pa. (NU). 

CHANGES IN THE NAMES OF 
OWNERS/UNDERTAKINGS 

(Information pertains to particular 
licences only) 

From M/s Auto Accessories (India) 
Ltd, to M/s Forbes Forbes Campbell 
& Co. Ltd, (Auto Division). 

LICENCES REVOKED OR 
SURRENDERED 

(Information pertains to particular 
licenes only) 

M/s J.K. Engineering Works Ltd, 
Kanpur—Cast Iron Spun Pipes. 


Industrial (Motive Power) Battery 
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COMPANY MEETING 

TATA CHEMICALS LIMITED 

The following statement by Mr. J.R.D. Tata, Chairman of Tata Chemicals Limited, dealing with 
the Company's working for the year ended 30 June 1971, has been issued to the shareholders. 


To The Members, 

The Year’s Working 

Shareholders will. I hope, have noted 
from the annexed accounts that for the 
ninth year in succession the profits 
before tax were higher than in the pre¬ 
vious year. With the project for the 
further expansion of our soda ash pro¬ 
ducing capacity from 600 to 1000 tonnes 
a day finally approved by Government, 
we may now look forward over the next 
three years, including the current one, 
to another period of growth towards 
significantly higher levels of produc¬ 
tion, turnover and profit. 

2. it is because of these encouraging 
prospects that your Directors decided 
to maintain the dividend of 15% on 
ordinary shares on the enlarged capital, 
even though the total amount available 
for distribution this year was less than 
in the previous year owing to the much 
larger allocations to depreciation and 
development rebate reserve. 

Dividend Policy 

3. There are, I know, some share¬ 
holders who consider that in these un¬ 
certain days, when investors have little 
to look forward to but further assaults 
on their interests by Government, 
Companies should distribute in divi¬ 
dends the bulk of the profits instead of 
ploughing back substantial amounts in¬ 
to modernisation and expansion. This 
is a defeatist and short-sighted view 
to take for it assumes that never will 
good sense prevail and economic rea¬ 
lities bring about a change in Govern¬ 
ment policies. It is also clearly against 
the tong term interests of shareholders. 
Apart from the fact that, private sector 
industries, however difficult life may be 
made for them by Government and 
Parliament, have a duty to the country 
to increase their output and efficiency, 
it is in fact the only way in which they 
can survive and prosper, despite all the 
difficulties and obstacles placed in their 
way. 

4. A cursory study of the financial 
and profit standing of a representative 
section of the private sector shows 
clearly that those companies which, for 
any reason, have , been unable or un¬ 
witting to modernise and expand, have 
either stagnated or fallen back, 
whereas those companies which were 
able to invest the necessary re¬ 
sources in money, and effort to achieve 


growth and improved efficiency have 
produced good financial results. 

5. Your Company is a typical exam¬ 
ple of the latter, and I, for one, hope 
that subject only to limitations imposed 
by Government, it will continue to take 
every opportunity to expand and im¬ 
prove its plants, processes and efficiency, 
to diversify its products and, general!), 
to contribute to the growth of the 
country's economy and welfare. 

Restrictions on Growth 

6. 1 have referred to Cover ».cnt 
curbs on growth. These unfortunately 
continue to be the most serious obstacle 
to progress so far as the private sector is 
concerned, and the main cause of the 
present slow-down in industrial growth. 
Once the country had decided many 
years ago to base its future development 
on a planned and controlled mixed eco¬ 
nomy, it was inevitable, and right 
too, that the freedom of action which 
private enterprise had enjoyed in the 
past would be restricted in the future 
so as to conform to the new pattern, 
but it was reasonable to hope that Go¬ 
vernment would exercise the tremendous 
economic powers it had secured from 
Parliament in such a way as to promote 
the maximum growth of both sectors 
and would draw fully on the large and 
growing resources in initiative, experi¬ 
ence and managerial skills available in 
the private sector. 

7. It was to be expected that, in 
Parliament's anxiety to see the public 
sector develop quickly some temporary 
restrictions would be imposed on the 
growth of the private sector in certain 
fields, but subject to that caveat one 
could have hoped that all economic deci¬ 
sions would be results-oriented and free 
from ideological bias. Such hopes, 
which in my innocence I myself shared, 
have been belied in practice. 

Failure to Discriminate 

8. That Government have had rea¬ 
son, in recent years, to be suspicious of 
big business in India, is to be admit¬ 
ted in the light of the greed and lack of 
ethics demonstrated in the last two de¬ 
cades by certain elements in the private 
sector. No one could object therefore 
to Government imposing restrictions 
on such elements or even outright denial 
of further growth to them until they 
proved deserving of public confidence. 
What is, in my view, highly unfair and 


unjustifiable as well as detrimental to 
the public interest is Government's 
insistence on tarring the whole of the 
private sector with the same brush and 
denying or delaying growth even for 
those with an unimpeachable record of 
efficiency, fair dealing and sense of so¬ 
cial responsibility. 

Frustrating Delays 

9. Superimposed on the crippling 
effect of Government’s licensing policies 
on growth now based largely on an ob¬ 
sessional hostility to any large-scale 
enterprise in the private sector, unending 
delays have plagued projects for expan¬ 
sion, diversification or modernisation 
submitted to Government for approval, 
Our own Company, in recent years, has 
provided its quota of examples of frust¬ 
rating delays and obstacles st rewn along 
the path of every project submitted to 
Government, however urgently needed 
and beneficial to the country. 

Fertilizer Project 

JO. Today, a full four years after it 
was submitted in response to Govern¬ 
ment's own invitation to the private sec¬ 
tor to help raise fertiliser production in 
the country, the magnificent fertiliser 
project we put forward in November- 
1967, remains undecided. If it had 
been quickly approved as it deserved to 
be, we would by now have been about 
half way through its execution and al¬ 
ready in production of some Rs 50 
crores worth of fertilisers a year. In¬ 
stead, unable to reconcile themselves to 
such ‘"bigness" in a project mooted by 
one of the so-called larger houses. Go¬ 
vernment, after two and a half years of 
procrastination, compelled us to re¬ 
duce the project to about a third of its 
original size. Even after this was 
agreed to, a fresh objection was raised 
in connection with the import, in the 
initial years, of phsophoric acid instead 
of sulphur for making phosophoric 
acid with imported or indgenous 
phosphate rock. The import of phos¬ 
phoric acid in the initial period was 
a 4 fundamental element in our pro¬ 
ject, which was aimed, insofar as the 
manufacture of phosphatie fertilisers 
was concerned, at the total elimination 
of sulphur through a process, still un¬ 
der development abroad and at Mitha- 
pur, using hydrochloric acid instead of 
sulphuric acid. 

li. We have informed Government 
that the proposed change in the Letter 
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of Intent effects a fundamental and un¬ 
acceptable change in the project and 
that if it is insisted upon, we would 
prefer to abandon altogether the phos- 
phatic part of our project until it can 
be undertaken without importing sul¬ 
phur- Discussions are continuing on 
the subject and, at the rate at which 
this project has moved in the past, 1 can 
only hope that I shall be able to an¬ 
nounce in my Chairman's Statement 
next year that some further progress 
has been made. 

Soda Ash Expansion 

12. 1 am happy to say that our appli¬ 
cation, for the expansion of our soda 
ash output from 600 to 1,000 tonnes a 
day has not led to the type of stalemate 
experienced by us upto now in regard 
to our fertiliser project, and we are 
grateful to Government for their clea¬ 
rance of the project in May this year. 
But even here we have a striking exa n- 
ple of the serious delays caused by 
Government's cumbersome and time- 
consuming licensing process, now fur¬ 
ther complicated by the administration 
of the M.R.T.P. Act. 

13. The fact that a serious shortage 
of soda ash would develop unless capa¬ 
city was quickly increased, and that it 
would inevitably lead either to a heavy 
outgo of foreign exchange on imports, 
or a set-back to production in con¬ 
suming industries, accompanied by 
large-scale black marketing, became 
evident over two years ago. It was in 
recognition of this impending shortage 
that wc submitted our project for the 
expansion of our capacity to 1,000 ton¬ 
nes per day in May 1969. Yet it took 
two full years for Government to give 
its final approval to our application, 
although it was recognised by Govern¬ 
ment themselves as providing by far the 
quickest and most economical means of 
ensuring continued full supplies of this 
essential product. 

14. Such delays caused by the ex¬ 
cessively complex procedures adopted 
by Government to process applications 
from private industry ate a serious 
hindrance to the Country's industrial 
growth. Although this had been known 
and repeatedly ventilated for many 
years no change whatever has taken 
place in the attitude and policies of 
Government in the matter. 

15. On the contrary, whereas some 
years ago the issue of a letter of intent, 
let alone the industrial licence which 
usually followed it almost automati¬ 
cally, provided a virtual assurance that 
the project applied for would go through 
fairly smoothly thereafter, today, even 
an industrial licence, often a conditional 
one, merely permits the recipient to 
launch himself on an obstacle course in 
which the clearance of half a dozen 
Ministries may be involved. When one 
of the "larger Houses'* is concerned 
the matter is even subject to Cabinet 
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approval which, naturally, may take 
months, to obtain. 

Monopolies Commission 

16. Amongst the prime hurdles in 
such an obstacle race is the newly crea¬ 
ted Monopolies Commission. Anti- 
monopoly laws and commissions are, 
in many countries, well known and 
accepted legislative and administrative 
devices to ensure that a monopoly or 
dominant control of a market does not 
operate in a manner detrimental to the 
public interest, and no objection could 
therefore be raised on principle to the 
creation of this new measure in India. 
In fact, by setting forth sound and 
reasonable criteria or guidelines , a 
Monopolies Commission could, if any¬ 
thing, help to simplify and expedite 
existing procedures. I regret to say 
that our Monopolies Commission is 
hardly likely to fulfil this expectation. 
On the contrary, judging from its per¬ 
formance upto now, there is every rea¬ 
son to fear that it will provide a further 
and grievous source of delay and 
confusion. 

17. Shareholders of Tata Chemicals 
will be surprised to know that in the 
last few weeks little else has been done 
in the Head Office of your Company 
and of other Companies in Bombay 
House than to answer a host of quest¬ 
ions and submit a mass of documen¬ 
tation to the Monopolies Commission, 
not in regard to a project even remotely 
concerning us but to a project of the 
Tata Engineering and Locomotive Com¬ 
pany ! Even more surprising is the fact 
that most of the information sought 
from us is totally irrelevant 1o the Telco 
expansion project itself, and certainly 
irrelevant to our own activities. Most 
of the information sought was, in any 
case, already well known and available 
in published materials. 

Irrelevant Enquiry 

18. The Monopolies Commission's 
extraordinary action in involving a large 
number of companies totally uncon¬ 
cerned with the Telco expansion pro¬ 
ject, in their examination of the latter’s 
application is not only an inexcusable 
waste of the lime of Government and 
corporate officials but a form of unde¬ 
served harassment of companies and 
officials who try to do a good and 
honest job and serve their company and 
their country to the best of their ability. 

Company's Record 

19. One would have thought that, 
in the eyes of Government and its 
Monopolies Commission, what was 
significant about Tat^t Chemicals was 
not that it had participated in an indus¬ 
trial exhibition* and shared a common 
building, minor services and a com¬ 
mon telephone exchange with other 
Tata Companies—all, evidently consi¬ 
dered as glaring proofs of an alarm¬ 
ing concentration of economic power 
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but that the Company's pricing policies 
were such that in the past year alone it 
had voluntarily foregone nearly Rs. 50 
lakhs of profit by selling its products at 
prices below th6se of its competitors. 
The total amount so foregone since 
price control was withdrawn has 
amounted by now to well over Rs. 2 
crorcs. 

20. That a Company with such a 
record of efficient, honest and socially 
conscious service to the country, the 
community and the consumer, should 
be subjected to this kind of pointless 
harassment and waste of time and 
energy, cannot but fill one with despair 
at the evidence it provides of disregard 
or ignorance of national priorities, of 
the lack of a sense of urgency, and of 
the heavy cost of delays to the nation. 

21. I have reason to believe that our 
Prime Minister is greatly concerned at 
the current slowdown in the economy, 
is anxious to remove road blocks in 
the path of economic progress and to 
simplify and expedite the industrial 
licensing process. I take this opportu¬ 
nity of drawing with great respect, her 
attention to one of the most flagrant 
examples of such road blocks to pro¬ 
gress, resulting not from the passage of 
regulatory laws but from their mis¬ 
application to purposes clearly outside 
the intent and scope of the law. 

Bright Future . . . 

22. Having taken so much space 
and time in discussing the impact of 
Government's policies on industrial 
growth in general and on our Com¬ 
pany's activities in particular, I shall 
conclude by saying once again that 
your Company remains in good shape, 
that it is fully geared to the achieve¬ 
ment of continuous improvement both 
in its output and efficiency and that the 
morale of Us organisation remains 
high despite the frustration of the 
delays and inaction mentioned earlier. 
The future of the Company and your 
own as its owners, is therefore assured 
provided it never departs from the 
basic polieiesr—perhaps philosophy 
would be the better word—which have 
enabled it, after so many years of strug¬ 
gle and effort, to reach its present tech¬ 
nical, financial and organisational stre¬ 
ngth all of which along with its repu¬ 
tation, are today at their peak. 

If Only *. . 

23. If only Government would per¬ 
mit us to deploy fully our great mate¬ 
rial and human resources and our 
managerial skills, we could make a 
striking contribution to the economic 
growth of the nation. 

J.R.D.Tat* 

Dated, 1 November, 1971. Chairman 

(Note : This does not purport to be a 
record of the proceedings of the 
Annual General Meeting of the 
Company). 
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Industrial Production: 1968-71 


At the 23rd meeting of the Central 
Advisory Council of Industries held in 
the capital on November 10, 1971, 
the Ministry of Industrial Development 
circulated a background paper which 
listed the causes of the downturn in 
industrial production in the first seven 
months of the current calandar year. 
It also gave a few remedies which the 
government had already tried in order 
is accelerate the pace of industrial out¬ 
put. For the slow growth of indus¬ 
trial production in recent months, it 
cited such factors as shortage of raw 
cotton and steel, lack of demand for 
certain items, capacity constraints 
in u number of important industries, 
inadequate utilisation of existing ins¬ 
talled capacity, labour-management 
relations and industrial unrest. The go¬ 
vernment has taken a number of mea¬ 
sures to hasten industrial expansion. 
Capacity has been licensed both for 
setting up new units and also for the 
expansion of existing units. The licens¬ 
ing of imports of industrial raw mate¬ 
rials has also been significantly stepped 
up. Positive stimulus has been provided 
by the government by way of financial 
assitance to encourage the growth of 
small-scale industries. Excerpts from 
this background paper are given 
below:— 

Momentum of Growth 

During the year 1970-71 the Indian 
economy generally maintained its over¬ 
all momentum of growth. In certain 
areas, the economy registered an en¬ 
couraging improvement over the previ¬ 
ous year’s performance; in other areas, 
however there were signs of certain 
disturbing trends emerging. 

Thus, the national income in real 
terms grow at an estimated rate of 5 
to 5.5 per cent for the second successive 
year strictly in line with the fourth 
Plan target. To a large extent, this rise 
was due to a 6 per cent growth rate 
achieved in agriculture and in turn, to 
an 8 per cent growth rate achieved in 
foodgrains production (107.8 million 
tonnes)* Wholesale prices continued 
to be under pressure throughout the 
year and recorded an increase of 3.1 
per cent during 1970-71, slightly lower 
than 4.0 per cent recorded during 
1969-70. This stabilising trend was 
reflected in a welcome decline of —2.4 
per cent in the prices of foodgrains 
and of — 5.1 per cent in the prices 
of industrial raw materials. Exports 
during the year registered an increase 


of 4-8.3 per cent during the year as 
against 4-4.1 per cent during the previ¬ 
ous year. In respect of imports how¬ 
ever, there was an increase of +2.9 
per cent during the year as against’a 
steep decline of —17.1 per cent recor¬ 
ded during the previous year. It is in 
this context that we must examine the 
slackening in the growth of industrial 
output, much below the rate of 8 to JO 
per cent per year set out in the fourth 
Plan. 

Decelerating Trend 

The general index of industrial pro¬ 
duction at 180.8 for the year 1970 re¬ 
veals a percentage rise of 4.8. per cent 
over the previous year as compared with 
the healthy 7.1 per cent rise achieved 
in 1^)69 over 1968 (see Table I). It would 
appear that the phase of industrial re¬ 
vival in 1969 that succeeded the re¬ 
cession years of 1966-68 has since been 
followed bv a decelerating industrial 
trend in 1970. 

An analysis of the index of industrial 
production by groups and sub-groups 
in 1970 shows that apart from “electri¬ 
city generated*' which showed a percen¬ 
tage rise of JJ .0 per cent and “mining 
and quarrying” which managed to 
maintain its production levels, the 
major group “manufacturing” showed a 
a growth rate of +4.4 per cent. 

The major growth leaders in the 
group “manufacturing” included:— 

Per cent 


A1 u m ini um man ufae I u re 4-19.6 

Copper manufacture —15.1 

Food manufaeturi ng +15.0 

Misc. industries -}-l4.8 

Electrical machinery +12.5 


Industrial groups that have main¬ 
tained a reasonably healthy growth 
rate (say between 4 to 10 per cent) in¬ 
clude)— 

Per cent 

Jute textiles +9.4 

Chemicals manufacture +8.4 

Non-metallic minerals --8.0 

Paper products --7.4 

Beverages & tobacco +6.2 

Petroleum refinery products +5.9 
Non-electrical machinery +5.5 

Woollen textiles +4.5 

Metal products +4.3 

The areas of concern where produc¬ 


tion levels have either declined or have 
just been maintained includes; 

Iron and steel, cotton textiles, foot¬ 
wear, wood and cork products, lea¬ 
ther and fur products, rubber pro¬ 
ducts and transport equipment. 

H requires to be underscored that 
while textile manufacture has been 
assigned a weight of 27 per cent in the 
index of industrial production, the 
item “cotton textiles” carries a weight 
of 21 per cent in the index. As a result, 
comparative stagnation in the produc¬ 
tion of cotton textiles tends to pull 
down the entire general index. Similarly, 
the item “iron and steel” carries a 
weight of 6 per cent in the general in¬ 
dex and a percentage decline of—6.9 
per cent in production has affected the 
production of a number of steel based 
industries. In the case of items such as 
footwear and rubber products, the re¬ 
lative stagnation decline in production 
could be ascribed to the transfer of a 
number of smaller units from the re¬ 
gisters of the Directorate General of 
Technical Development to the Develop¬ 
ment Commissioner, Small Scale In¬ 
dustries without making the necessary 
adjustments in the calculation of the 
general index of industrial production. 

Data on the official index have been 
received for the months of January-- 
May 1971 and in terms of detailed 
industrial groups and mib-groups only 
for the months of January — March 
1971 (see Table 1). 

Slow Rise 

The official index for the first five 
months of 1971 (January—May) stands 
at 185.1 showing a percentage rise of 
+ 1.8 per cent as against a rise of+6.6 
per cent registered during the corres¬ 
ponding live months of 1970. 

While data on the official index are 
available only upto May 1971, pro- 
sionai data are available for selec¬ 
ted industries for the period January— 
July 1971 (see Table 11). 

Industries that have recorded credi¬ 
table increase in production include ma¬ 
chine tools (+22%), room air condi¬ 
tioners (+47%), domestic refrigerators 
(+35%), electrical fans (+42%,) lifts 
(4 56%, VIR and PVC cables (+22%), 
scooters (+45%), three wheelers (29%), 
machine screws (44%) and napthols 
( f 27%). 

Industries that have recorded appre¬ 
ciable increases in production (ranging 
between 10 to 20 % per cent) include 
aluminium ingots, power transformers, 
aluminium conductors, winding wires, 
electrical tamps, house service meters, 
dry batteries, radio receivers, weighing 
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machinery, bail and roller bearings, 
typewriters, grinding wheels, oxygen 
gas, acetylene gas, U.F. moulding pow¬ 
ders. flour milling, vanaspati and com¬ 
mercial plywood* 

Industries that have recorded in¬ 
creases in production ranging between 
5 to 10 per cent include automobiles, 
cement, Asbestos cement products, re¬ 
fractories, staple fibre jute manufac¬ 
tures, leaf her footwear and iron ore. 

Industries that have recorded evi¬ 
dent decline in production include:-- 

—The output of cotton textiles has 
declined sharply, (cotton yarn --- 11 % 
and cotton cloth -7.3“ 0 ) due to per- 
sisting shortage of raw cotton; 

-—Production of steel has also dee- 
clined due to a combination of labour 
unrest and operational break-down; 

-As a corollary to the basic steel 
shortage, there have been shortfalls in 
the production of a number of steel- 
based industries such as steel pipes and 
tubes (—21 %) and steel castings! —7%) 
though in varying degrees, 

—Bicycle tyres and tubes (where 
production has been hit by labour 
unrest); 

— Lead and zinc (where production 
schedules have been upset by a 
combination of labour strikes and 
o per a t i o mi l b r ea k - do w ns); 

- Motor cycles (affected by a strike 
in one of the major units and short 
supply of ancillaries)| 

— Power-driven pumps (manufac¬ 
turers have been compelled to 
accept production cuts because of 
accumulated stocks); 

-Rubber footwear (production has 
been curtailed by a shift in con¬ 
sumer's preference to PVC loot- 
wear) ; 

Tractors (due to closure of one unit 
for reasons of financial difficulties 
and owing to short supply of 
boughl-out components as claimed 
by manufacturers). 

Fall in Industrial Development 

The general index of industrial pro¬ 
duction at 180.8 for the year 1970 shows 
a percentage rise of 4.8 per cent over 
the previous year as compared with a 
rise of 7.1 per cent achieved in 1969 
over 1968. 

The general index for the first five 
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months of 197J (January-May) at 
185.1 shows a percentage rise of 1.8 
per cent as compared with a rise of 
6.6 per cent recorded during the first 
five months of 1970. 

It has been pointed out that the gene¬ 
ral index needs to be modified to in¬ 
clude production in the small scale sec¬ 
tor which has responded vigorously to 
the various incentives provided for 
small entrepreneurs. The index also 
suffers from the defect that it is based 
on a weighting diagram dating back to 
1960 which does not give sufficient im¬ 
portance to the newer and growing 
sectors of industry. For example, cot¬ 
ton textiles has a weight of 21 per cent 
in the index, and this industry has been 
stagnant, and indeed declining in out¬ 
put lately. In terms of its importance 
in the economy in 1969, the weightage 
of cotton textiles may be expected to 
come down to something like 13 per 
cent. 

Reasons for Slow Growth 

The reasons for the slow growth of 
industrial production in recent months 
may be briefly summed up as follows: 

(a) Shortage of raw cotton which 
has affected the cotton textile 
industry; 

(b) Shortage of steel following the 
decline in steel production; 

(c) Lack of demand for certain items 
like railway wagons, stationary 
diesel engines, etc.; 

(d) Capacity constraints in a number 
of important industries like pa¬ 
per, caustic soda, soda ash and 
calcium carbide, where growth 
rates have been limited because 
of limits of installed capacity; 

(c) Inadequate utilisation of exist¬ 
ing installed capacity, particu¬ 
larly in engineering industries 
owing to shortage of critical raw 
materials like steel; and 

(f) Labour management relations, 
and industrial unrest which has 
affected the output of certain 
industries. 

A number of steps have been taken 
to improve the rate oL industrial pro* 
duct ion. Licensing of capacity, both 
for setting up new units and for expan¬ 
sion of existing units, has been accele¬ 
rated and procedures have also been 
streamlined to permit consideration of 
future applications. The total number 
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of industrial licences (and letters of in* 
tent) has gone up as follows; 


NUMBER OF LETTERS OF INTENT 
& INDUSTRIAL LICENCES ISSUED 


Year 

Letters 

of 

intent 

issued 

Industrial 

licences 

issued 

1965 

559 

425 

1966 

271 

415 

1967 

249 

293 

1968 

158 

222 

1969 

331 

221 

1970 

438 

263 

Jan-Aug. '71 

658 

431 

Jan-Aug. '70 

317 

209 


The above, together with the facility 
to set up industrial units without re¬ 
course to industrial licensing for units 
involving upto Rs 1 crore of investment 
(as also expansion schemes involving 
upto Rs 1 crore for units having capi¬ 
tal less than Rs 5 crores) subject to 
certain constraints of foreign exchange, 
may be expected to lend to the creation 
of additional capacity which, on frui¬ 
tion, may be expected to lead to a rapid 
growth of industrial output. 

The pace of licensing of capital goods 
has also been speeded up, as mav be 
seen from the following figures: 


VALUE OF CAPITAL GOODS 
IMPORT LICENCES 


(Rs million) 

1964-65 

3303.9 

1965-66 

1702.2 

1966-67 

4124.6 

1967-68 

1646.7 

J 968-69 

838.3 

1969-70 

732.0 

1970-71 

1270.9 

April-August 197! 

999.9 

April-August 1970 

550.3 


Licensing of imports of industrial 
raw materials has also been significantly 
stepped up, The total volume of im-. 
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port licensing has gone up by 27 per 
cent in 1969-70 (as compared to 1968- 
69), During 1970-71, import licensing 
increased by a further 35.5 per cent. 
During April-August 1971, import 
licensing increased by a Turther 21 per 
cent as compared to the previous year. 
The policy on import of steel has been 
specially liberalise in order to meet 
the shortage of this essential raw ma¬ 
terial. Unfortunately, delivery dates for 
steel have also lengthened abroad and 
the results of the liberalised licensing 
policy on steel is likely to come into 
effect only in the coming months. Addi¬ 
tional steel imports licensed in response 
to a public notice issued in September 
1970 have already started coming into 
the country, and this may be expected 
to give a boost to industrial production 
over the coming months. The policy 
of licensing of imported raw materials 
for small scale units has been particu¬ 
larly liberalised. For instance, the 
entitlement of non-ferrous metals was 


increased by 50 per cent for all small- 
scale units across the board in 1971-72. 
Recently, small scale uuits have been 
allowed increased entitlement by 25 
per cent in respect of imports of all per¬ 
missible categories of mild steel. The 
total volume of imports licensing done 
in favour of small scale industry has 
grown in the past few years as follows: 

VALUE OF IMPORT LICENCES 
ISSUED TO SMALL SCALE SECTOR 


(Rs Million) 


1964-65 

176.4 

1965-66 

44.0 

1966-67 

740-9 

1967-68 

497.7 

1968-69 

367.2 

1969-70 

655.7 

1970-71 

832,6 

April-July, 1971 

319.6 

April-July. 1970 

177.5 


Tabli I 


The above figures do nol include the 
release orders issued in favour of small 
scale units on canalising agencies like 
the STC, the MMTC, and the Hindus¬ 
tan Steel Ltd., but only the direct im¬ 
port licences issued in favour of the 
actual users. 

Positive stimulus and encouragement, 
by way of financial assistance, have 
also been given to stimulate the growth 
of small scale industries. This has taken 
many forms, starting with the reserva¬ 
tion of many industries for future de¬ 
velopment only in the small scale sec¬ 
tor, to the promotion measures adopted 
by the Small Industries Services Insti¬ 
tutes, scheduled banks, etc. 

Finally, for reviving industries in 
West Bengal, special steps have been 
taken, both for the provision of finance, 
and for quick approval of applications 
for the creation of new additional capa¬ 
city. 


INDEX OF INDUSTRIAL PRODUCTION FOR THE YEARS 1968, 1969, 1970 AND JAN.-MARCH 1971 

(Base I960— 100) 


January-March Percentage change in 

Sf. Groups Weights 1968 1969 1970 -*--—- •--■ —. .. 

No. 1970 1971 1969 1970 Jan- 

- - - Mar ”71 

1968 1969 j an .- 

Mar ’70 


1 2 


I. General index 

J. Electricity generated 
U. Mining Sc quarrying 

HI. Manufacturing 

1. Food manufacturing 

(/) Flour milling 
(») Sugar 
{iii) Vanaspati 

(iv) Tea 

(v) , Coffee 
<n) Salt 

2. Beverage Sc tobacco 

3. Textile manufacture 

(/) Cotton 
(/#) Woollen textiles 
(iii) Jute textiles 

4. Footwear Manufacture 

5. Wood of cork manufacture 

6. Paper products 

7. Leather Sc fur products 

8. Rubber products 

9. Manufacture of chemicals 

10. Petroleum products 

11. Non-metallic minerals 

12. Basic metals 

(0 Iron Sc steel 
(i/) Copper manufactures 
(iii) Aluminium manufactures 

13. Metal products 

14. Non-electrical machinery 

15. Electrical machinery 

16. Transport equipment 

17. Miscellaneous industries 


3 

4 

5 

6 

7 

8 


9 

10 

it 

100.00 

161.1 

172.5 

180.8 

183.4 

186.1 


*7.1 

'+4.8 

+1.5 

5.37 

266.6 

301.1 

334.1 

326.5 

337.1 


12.9 

+11.0 

+7.7 

9.72 

144.8 

147.4 

149.0 

157.5 

168.2 

+2.2 

+ M 

—1.1 

84.91 

156.3 

167.2 

174.5 

NA 

NA 

■■i 

■7.0 

+4.4 


12.09 

108.4 

137.0 

157.6 

162.0 

167.8 

+26.4 

+ 15.0 

+3.6 

1.49 

125.4 

185.9 

230.8 

NA 

NA 

+48.2 

-j-24.2 


3.58 

84.5 

149.1 

165.3 

NA 

NA 

+ 76.4 

+ 10.9 

— 

1 .09 

140.4 

142.7 

154.0 

NA 

NA 

+ 1.6 

+7.9 

-- 

5.12 

104.9 

108 J 

127.0 

NA 

NA 

+ 3.1 

+ 17.5 


0.06 

114.4 

137.5 

129.3 

NA 

NA 

4-20.1 

-6.0 

— 

0.19 

146.8 

150.6 

162.7 

NA 

NA 

-t 

2.6 

4-8.0 


2.22 

162.7 

164.0 

174.1 

168.1 

164.6 

+0.8 

+ 6.2 

-2.1 

27.06 

112.5 

109.5 

109.7 

111.2 

102.8 

-- 

-2.7 


- -7.6 

21.18 

111 .7 

111.7 

111.8 

NA 

NA 


...» 

+0.1 

— 

0.63 

144.2 

154.2 

161 .2 

NA 

NA 

+6.9 

+4.5 

— 

3.97 

96.4 

77.8 

85.1 

NA 

NA 

— 

19.3 

+9.3 

— 

0.21 

192.1 

177.2 

161 .3 

143.2 

157.2 


~7.8 

- 9.0 

+9.8 

0.80 

233.9 

256.6 

194.0 

193.1 

173.3 

+9.7 

+-25.4 

+ 10.3 

J .61 

185.0 

201.4 

216.3 

216.2 

216.3 

+8.9 

+7.4 

—2.7 

0.43 

107.2 

88.9 

65.9 

78.8 

59.3 

— ; 

17.1 

25.9 

-24.7 

2.22 

202.1 

215.5 

215.7 

207.6 

226.7 

+6.6 

+0.1 

+9.2 

7.26 

197.4 

217.5 

235.8 

247.5 

255.7 

+ 10.2 

+8.4 

1-3.3 

1.34 

260.1 

280.8 

297.3 

302.6 

296.5 

-| 8.0 

+5.9 

-2.0 

3.85 

154.8 

175.2 

189.2 

186.0 

250.2 

+13.2 

+8.0 

+ 10.3 

7.38 

193.7 

209.7 

202.5 

211 .0 

214.6 

-1 

8.3 

-3.4 

+ 1-7 

6.23 

185.4 

201.2 

197.3 

NA 

NA 

+8.5 

• -6.9 

-- 

0.08 

70.4 

82.2 

94.6 

NA 

NA 

+ 16.8 

+ 15.1 

— 

0.57 

400.5 

424.0 

507.3 

NA 

NA 

+5.9 

+ 19.6 

— 

2.51 

181,2 

205.1 

213.9 

212.5 

246.7 

+ 13.2 

+4.3 

+ 16.1 

3.38 

327.6 

349.1 

368.3 

362.7 

402.3 

+6.6 

i 5.5 

+ 10.9 

3.05 

277,5 

322.4 

362.6 

343.1 

395.4 

+ 16.2 

+ 12.5 

+ 15.2 

7.77 

142.9 

135.4 

132.1 

143.9 

133.5 

- 

-5.2 

—2.4 

—7.2 

1.23 

101.7 

103.3 

118.6 

119.7 

120.9 

- 

hi .6 

+ 14.8 

+ 1.0 
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STATEMENT SHOWING PRODUCTION OF SELECTED INDUSTRIES DURING 1968, 1969. 1970, AND "4 
* JANUARY—JULY, 1970 & 1971 


SI. 

No. 

Industry 

Unit 

1968 

1969 

1970 

January 

1970 

1 

—July 

1971 

(Provi¬ 

sional) 

r Percentage change in 

1969 1970 January— 

- - J U ly, ’71 

1968 1969 ——-- 

January 1 — 
July, ’70 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

r. 

Mining & Quarrying 

1. Coal (Incl. Lignite) 

M. tonnes 

74.9 

79.6 

76.7 

45.6 

42.4 

+6.3 

—3.6 

—7.0 


2. Iron ore 

M. tonnes 

28.0 

29.6 

31.4 

18.0 

19.1 

+5.7 

+6.1 

+6.1 

II. 

Food Manufacturing Industries 

3. Flour milling 

Th. tonnes 

1371 

1736 

2429 

1407 

1576 

4-26.6 

+39.9 

+12.0 


4, Sugar 

-do- 

2185 

3868 

4267 

3260 

2785 

4-77.0 

4" 10* 3 

—14.6 


5. Vanaspati 

-do- 

474 

482 

521 

299 

340 

+1.7 

+ 8.1 

+ 13.7 


6. Tea 

M. kgs. 

402 

395 

420 

187 

190 

—1.7 

+ 6.3 

+1.6 


7. Coffee 

Th. tonnes 

58.9 

70,4 

66.5 

56.5 

75.8 

4-19.5 

—5.5 

+34.2 


8. Salt 

-do- 

4944 

5174 

5651 

4766 

4413 

44.7 

+ 9.2 

—7.4 

111. 

Tobacco Industries 

9. Cigarettes 

M. pieces 

60416 

59714 

62930 

36913 

38165 

+1.2 

+ 5.4 

+ 3.4 

IV. 

Manufacture of Textiles 

10. Cotton yam 

M. kgs. 

96! 

951 

965 

572 

509 

— 1.0 

+ 1.5 

—11.0 


1 L Cotton cloth (mill-made) 

M. mtrs. 

4366 

4168 

4157 

2478 

2296 

—4.5 

—0.3 

— 7.3 


12. Man-made fibres 

*» 

993 

894 

933 

149* 

151* 

—10.0 

+4.4 

+ 1 . 3 * 


1 3 . Rayon 

(/) Viscose vara 

Th, tonnes 

36.3 

36.8 

36.1 

21.5 

21.7 

4-1.4 

—1.9 

+0.9 


(ii) Staple fibre 

-do- 

58.0 

58.4 

63.3 

38.0 

40.1 

40.7 

+8.4 

+5.5 


(ii/) Acetate yam 

Tonnes 

1965 

1987 

1959 

1139 

1122 

—1.1 

—1.4 

—1.5 


14. Jute manufactures 

Th. tonnes 

1085 

894 

954 

593 

625 

—17.6 

+6.7 

+5.4 

V. 

Footwear & Other Wearing Apparel 

15. Footwear-western type Th. pairs 

9601 

8630 

7711 

4292 

4629 

— 10.1 

—20.6 

+ 7.9 


16. Footwear-indigenous type -do- 

8558 

7839 

7739 

4475 

4536 

— 8.4 

—1.3 

+1-4 

VI. 

Manufacture of Wood & Cork 

17. Plywood 

(/) Tea chests Th. sq.mtrs. 

11585 

5910 

4605 

3301 

2544 

—49.0 

—32.0 

—22.9 


(ii) Commercial 

-do- 

16836 

18085 

18967 

10792 

11876 

+ 7.4 

+ 4.9 

+ 10.0 

VII. 

Paper & Paper Board 

18. Paper Sc paper board 

Th. tonnes 

646 

706 

740 

435 

424 

+ 9.3 

+ 4.8 

—2.5 


19. Newsprint 

-do- 

30,8 

35,3 

37.3 

22.8 

23.3 

+ 14.6 

+ 5.7 

+2.2 

VIII. 

Leather & Fur Products 

20. Tanned Hides 
(/) Chrome 

Th. nos. 

810 

789 

1315 

795 

710 

—2.6 

+ 66.7 

—10.7 


(ii) Vegetable 

-do- 

2848 

2384 

969 

533 

567 

+ 16.3 

— 59.4 

+6.4 


21. Leather cloth Th. meters 

12142 

11526 

10037 

6303 

5565 

—5.1 

— 12.9 

—11.9 

IX. 

Rubber Products 

22. Rubber footwear 

Th. pairs 

57235 

49289 

44780 

30225 

23463 

—13.9 

— 9.1 

—22.4 


23. Tyres 

(i) Automobiles 

Th. nos. 

3125 

3631 

3661 

2026 

2233 

+ 16.2 

+ 0.8 

+10.2 


00 Bicycles 

-do- 

24620 

21611 

20989 

12184 

9518 

—12.2 

— 2.9 

—21.9 


(Hi) Tractors 

-do- 

149 

178 

186 

112 

122 

+19.5 

+ 4.5 

+8.9 


24. Tubes : 

(/) Automobiles 

Th. nos. 

2988 

2879 

3245 

1809 

2254 

—3.6 

+ 12.7 

+24.6 


(ii) Bicycles 

-do- 

18190 

17064 

15841 

9919 

5863 

—6.2 

— 7.2 

—10.9 


(Hi) Tractors 

-do- 

148 

160 

181 

104 

121 

+8.1 

—13.1 

+16.3 

X. 

Chemical Products 

25. Sulphuric acid 

Th. tonnes 

994 

1160 

1209 

696 

633 

+16.7 

+4.2 

—9.1 


26. Caustic soda 

-do- 

305.9 

346.8 

361.5 

207.7 

213.2 

-+-I34 

+4.2 

—2.6 


27. Soda ash 

-do- 

396.2 

421 4 

446.4 

256.5 

275.3 

+6.5 

+5.8 

+7.3 


28. Liquid chlorine 

-do- 

100.0 

129.4 

147,1 

81.6 

93.2 

+29.4 

+13.7 

+14.2 


29. Bleaching powder 

-do- 

10.5 

15.7 

13.7 

7.3 

9.0 

+49.5 

—12.7 

+23.3 


30. Bichromates 

-do- 

7.9 

8.4 

10.8 

6,4 

4.1 

+6.3 

+28.* . 

—35.9 









(Could) 


Figures relate to Jan.—Feb. only 
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31. Nitrogenous fertilizers 

(N) content Th. tonnes 


496.3 +32.6 



P# 0 5 content 

-do- 

219.9 

216.8 

212.0 

1149 

140.! 

—1 .4 

_ ~> "> 

33. 

Alum 

Tonnes 

490 

591 

412 

213 

196 

+20.6 

—30,3 

34. 

Copper sulphate 

Tonnes 

1797 

2107 

2168 

1192 

147! 

+ 17.3 

+2 9 

35. 

Glue 

Tonnes 

1861 

2074 

2160 

1275 

1482 

+ 11.4 

+9.8 

+4.1 

36. 

Glycerine (refined) 

Tonnes 

10017 

11000 

9841 

5701 

5996 

-10.5 

37. 

Soap 

Th. tonnes 

216.5 

237.5 

232.4 

135.7 

140.8 

+9.7 

—2,1 

38. 

39. 

Matches 

Paints 

Mill, boxes 
of 50 sticks) 
Th. tonnes 

6116 

64.7 

6139 

62.1 

4757 

65.2 

2854 

38.4 

2672 

37.9 

+0.4 

—4.0 

+5.6 

40. 

Power alcohol 

K/L 

649 

793 

641 

256 

271 

-W2.2 

"19.2 

41. 

Industrial alcohol 
frectified spirit) 

Mill, litres 

180.9 

199.8 

253.4 

150.2 

150.9 

i 

+ 10.4 

+26.8 

42. 

Welding gases 
(0 Oxygen gas 

Mill, c. mtrs 

34.5 

37.6 

44.9 

25.6 

30.7 

+9.0 

■| 19.4 


(//) Acetylene gas 

000 cu. mtrs. 

5646 

6638 

6)17 

3441 

3850 

+ 17.6 

-7.8 

43. 

Calcium carbide 

TJi. tonnes 

58.6 

65.6 

69.7 

39.5 

40.3 

+ 11.9 

6 .3 

44. 

Vat dyes 

Tonnes 

1041 

1283 

1234 

680 

569 

*i 23.2 

—3.8 

45. 

Azo dyes 

, s 

J 678 

1543 

1400 

543 

1384 

™8.0 

—9.3 

46. 

Stabilized azoics 


185 

134 

98 

53 

162 

27,6 

—45.9 


Th. tonnes 


47. Stabilized vats 

48. Sulphur black ,, 

49. Naphthol 

50. P.F. moulding powder Tonnes' 

51. U.F. moulding powder 

52. Activated bleaching earth ,, 

53. Petroleum Refinery 

Products Th. tonnes 

Manufacture of Non-Metal lie 
Mineral Products 

54. Refractories Th. tonnes 

55. Insulators (/) H.T. ,, 

(ii) L.T. Tonnes 

56. Cement Th. tonnes 

57. Asbestos cement sheets Th. tonnes 

57. Grinding wheels Tonnes 

59. Coated abrasives Th, reams 


65 +4.7 

941 +3.1 

769 —2.4 

370 —42.8 

.084 +4,1 

1324 +19.9 

)243 +6.9 


+21,9 

. 8.0 

+23.4 
+ 16.2 
+5,2 
+3.8 


10.7 
—4.6 
+ 12.9 
+ 22.8 
+9.1 
+5.4 


456 1.7 +15,0 

10.0 +15.8 +16.2 
1190 +48.5 +22.6 
8728 +14.1 +2.4 

227.5 +15.0 +22.3 
4011 +22.7 +32.4 

110 +6.1 +3.8 


+ 19.9 
+ 11.9 
|~ 2.0 
16.3 
+ 154.9 
+205.7 
+3.2 
- + 7.5 
+ 26.9 
—27.7 
+ 18.1 
— 20,4 


+7.3 
—1 .0 
—4.5 
+9.0 
+8,3 
+ 12,4 
+26.4 
(Conn!.) 



Our flett of seventeen modern freighters offers fast, 
regular and dependable service between 

INDIA—U. K. A THE CONTINENT • INDIA/EAST PAKISTAN—SOUtH AMERICA 
INDIA—BLACK SEA A EASTERN MEDITERRANEAN PORTS 
INDIA—POLAND Also around rtw INDIAN COAST 


INDIA STEAMSHIP CO., LTD. 

~mn» STEMUM. HOUSE”. 11. 0U won HOUSE STREET. CM.CUTM-1 
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JANUARY—JULY, 1970 & 1971 (Contd.) 





] 2 

3 

4 

5 

6 

7 

8 

9 

10 

ii 

60. Glazed tiles 

Tonnes 

14080 

18672 

19639 

11407 

11467 

4-32.6 

+5 2 

—0,3 

61. Sheet glass 

Th. sq. nitres 

14859 

17260 

14713 

9824 

9757 

4-16.2* 

—14.8 

v. 7 

XIII. Basic Metal Industries 










62. Steel ingots 

Th. toiines 

6449 

6476 

6232 

3508@ 

3378® 4-0.4 

—3.8 

—3.7® 

63. Finished steel 

Th. tonnes 

4476 

5072 

4931 

2739 

2673 

+ 13.3 

—2.8 

—2.4 

64. Aluminium 

Th. tonnes 

120.1 

132.6 

161.1 

86.9 

102.1 

+ 10.4 

+21.5 

+17.5 

65. Copper 

Tonnes 

9286 

9751 

9311 

5645 

5615 

+5.0 

—4.5 

—0.5 

66 . Load 

Tonnes 

1647 

1958 

1861 

1109 

767 

+18.9 

—5.0 

—30,8 

67. Steel eastings 

Th. tonnes 

47,2 

45.9 

52.3 

31.0 

29.0 

—2.8 

+13.9 

—6.5 

68 . Antimony 

Tonnes 

821 

637 

526 

292 

312 

—22.4 

—17.4 

+6.8 

69. Zinc 

Th. tonnes 

20.5 

23.9 

21.3 

13.1 

9.6 

+16.6 

—20.9 

—26,7 

70. Steel pipes & tubes 

Th. tonnes 

256.5 

298.6 

216.7 

145.6 

115.2 

+ 16.4 

—27.4 

—20.9 

XIV. Manufacture of Metal Products 









71. Screws 










(/) Wood 

M. Nos. 

1364 

1302 

1453 

840 

881 

—4.5 

+ 11.6 

+4.9 

(it) Machine 


417 

444 

435 

220 

316 

+6.5 

—2,0 

+43.6 

72. Razor blades 


758 

846 

957 

557 

251 

+ 11.6 

+ 13.1 

—54.9 

73. Hurricane lanterns 

Th. Nos. 

3210 

3906 

3564 

2241 

1729 

+21.7 

—8,8 

—22.8 

74. Crown corks 

M. hos. 

1141 

1489 

1225 

846 

1023 

+30.5 

— 17.7 

+20.9 

75, Thermos flasks 

Th. nos. 

1987 

4260 

11597 

6744 

5070 

+114.4 +172.2 

—24.8 

76. Wire ropes 

Tonnes 

13372 

17432 

19261 

11275 

11873 

+30.4 

+10.5 

+5.3 

77. Bright bars 

Th. tonnes 

34.8 

44.3 

47.5 

29.6 

29.9 

+27.3 

+7.2 

+ 1.0 

XV. Manufacture of Machinery 










78. Tractors 

Nos. 

13838 

18093 

19931 

10448 

9049 

+30.7 

+10.2 

— 13.4 

79. Diesel engines 










(/) Stationary 

Th. nos. 

116.4 

141.9 

68.1 

43.5 

54.3 

+21.9 

— 52.0 

' +24.8 

(it) Vehicular 

Nos. 

2434 

2666 

3299 

1975 

1695 

+9.5 

+23.7 

.14.2 

80. Power driven pumps 

Th. nos. 

339 

382 

279 

164 

112 

+ 12.7 

—27.0 

- 31 .7 

81. Machine tools 

Rs. lakhs 

2529 

3167 

4220 

2532 

3081 

--25.2 

+33.2 

+21.7 

82. Ball bearings 

M. nos. 

12 . 1 

13.4 

18.1 

9.8 

10.9 

- -10.7 

+35.1 

+ 11,2 

83. Sewing machines 

Th. nos. 

423 

406 

178 

54.0 

211.4 

—4.3 

—56.2 

+291.5 

84. Typewriters 


45.7 

28.4 

38.5 

22.7 

26.0 

—37.9 

+35.6 

+ 14.5 

85. Twist drills 


8463 

9835 

10074 

5788 

5305 

+ 16.2 

+2.4 

—8.3 

86 . Sugar mill machinery 

Rs. lakhs 

1141 

1256 

1456 

815 

791 

+10.1 

+ 15.9 

—2.9 

87. Tea processing machinery 

148 

149 

119 

79 

64 

+0.7 

—20.1 

— 19.0 

88 . Cement mill machinery 

,, 

819 

980 

814 

667 

211 

+ 19.7 

—16.9 

—68.4 

XVI. Manufacture of Electrical Machinery 









89. Power transformers 

Th. kva 

4850 

5042 

7609 

4428 

5235 

+4.0 

+50.9 

+ 18.2 

90. Electric motors 

Th. h.p. 

1910 

2076 

2844 

1790 

1449 

+8.7 

+37.0 

—19.1 

91. Dry batteries 

N. nos. 

409 

477 

491 

279 

320 

+ 16.6 

+2.9 

+ 14.7 

92. Storage batteries 

Th- nos. 

870 

1157 

1158 

670 

654 

+33,0 

— 

—2.4 

93. Electric lamps 










(/) GLS Mothers 

M. nos. 

84.5 

90.3 

103.9 

58.5 

65.4 

+6.9 

+ 15.1 

+ 11.8 

(//) Fluorescent tubes 

Th. r\o s. 

7690 

10240 

10483 

6083 

6216 

+33.2 

+2.4 

+2.2 

94. Electric fans 

Th. nos. 

1466 

1554 

1574 

834 

1184 

+6.0 

—1 .3 

+42.0 

95. Radio receivers 


1360 

1735 

1771 

951 

1059 

+27.6 

—2.1 

— 11.4 

96. House service meters 

>> 

1063 

1793 

1844 

1048 

1242 

+68.7 

- *2.8 

“r-18.5 

97. Domestic refrigerators 


49.9 

48.6 

65.4 

37.0 

50.1 

—2.6 

+34.6 

—35.4 

98. Room air conditioners 


12.9 

12.9 

17.0 

10.6 

15.6 

— 

+31 .8 

—47.2 

99. Cables & wires : 










</> Bare Copper condi¬ 










tion conductors 

Tonnes 

1007" 

2242 

735 

464 

450 +122.6 

—67.2 

—3.0 

(ii) ACSR & AAC 

Th. tonnes 

64.9 

59.5 

65.0 

37.5 

4t. 1 

—8.3 

+9.2 

+9,6 

( ///) Winding wires 


8.9 

14.6 

16,2 

9.7 

11.5 

+64.0 

+ n ‘9 

+ 18.6 

(/v) VIR & PVC 

M, mtrs. 

368 

372 

430 

245 

298 

4*1 ■ l 

+15.6 

+21.5 

XVII. Non-Electrical Machinery 










100. Lifts 

Nos. 

402 

523 

476 

238 

370 

4-30.1 

—9.0 

+55.5 

101 . Cranes (other than 










mobile) 

Tonnes 

6000 

5705 

7J0I 

4045 

3600 

—4.1 

+24.5 

—11.0 

102. Weighing machinery 

Rs. lakhs 

165 

163 

225 

130 

150 

—1.2 

+38,0 

+I5 r 4 

XVIII. Transport Equipment 










103. Automobiles 

Th. nos. 

79.5 

75.7 

82.2 

47.3 

51.5 

—4.8 

+8 .6 

+8.9 

104. Motor cycles 


29.4 

34.5 

43.0 

27.1 

19.9 

4-17.3 

+24.6 

—26.6 

105. Scooters 

i* 

36.0 

49. * 

58.4 

35.3 

40.4 

+36.9 

+18.5 

+44.5 

106. Three wheelers 

Nos. 

4317 

5072 

4229 

2300 

2961 

+17.5 

—16.6 

+28.7 

107. Bicycles 

Th. nos. 

1952 

1933 

2049 

1226 

1193 

—1.0 

+6.0 

—2,7 

108. Railway wagons 

Nos, 

15248 : 

13214 

8597 

6151 

5232 

—13.3 ■ 

—34.9 

—14,9 

109. 3 & 4 whemers 


1641 

2578 

3497 

2066 

1875 

+57.1 

+35.6 

—9.2 

® Figures relate to main producers only. 
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NEW HORIZONS FOR EXPORTS 

Meeting against the background of a widening trade gap, with imports rising fas¬ 
ter than exports, the discussions at the fourth meeting of the Advisory Council 
on Trade were naturally concerned largely with the need for more dynamic policy 
tor promoting exports in the years ahead. It is good to see that the fact that ex¬ 
ports during April-September of the current year have registered a rise of 12.8 
per cent as compared to the corresponding period of the previous year lias not 
tempted either the business community or the government to slip into a mood of 
complacency. Our need of imported raw materials, Semi-manufactures or ma¬ 
chinery and components is a steadily growing one and it follows that our export 
effort must be kept geared to the earning of larger and yet larger amounts of foreign 
exchange for paying our import bill. Simultaneously, the servicing of our foreign 
aid loans is resulting in a net outflow of foreign exchange to a number of countries 
including West Germany and the Soviet Union. It is therefore important that 
our policies and programmes for promoting exports should aim at steadily rising 
levels of good planning and sound administration. 

The industrialists who spoke at the meeting were naturally anxious that this 
country should avail itself to the full of the export opportunities offered to it in the 
markets of the advanced industrialised countries through the introduction of the 
Generalised Scheme of Preferences by the EEC from July 1971 and Japan from 
August. The Minister for Foreign Trade, Mr L.N. Mishra, struck however a diffe¬ 
rent note. He argued that as against the importance on the assets side of the com¬ 
ing into effect of the Generalised Scheme of Preferences there were also items 
on the debit side such as the US import surcharge of ten per cent and the prevailing 
uncertainty in the international monetary situation following the floating of the 
exchange rates of a number of major currencies. Mr Mishra then sought to em¬ 
phasise the desirability of our country paying greater attention to its trading with 
the USSR and the east European countries which have gained enormously in im¬ 
portance as our trading partners. 

It is possible that the minister was reading too much into the short-term 
developments in the international trade and monetary relationships, prompted by 
the measures taken by the US government to protect its balance of payments, when 
he said that this country might have to reckon with the forces of protection¬ 
ism in attempting to step up its exports to the industrially advanced countries of 
the western world. Neverthelesss his emphasis on our trade with the USSR and 
east European countries was a valid corrective to the tendency only too frequently 
prevalent in the business community to take this trade for granted. It is true that 
initially the promotion of trade between India on the one hand and the USSR 
and the east European countries on the other was developed at a political level 
with inter-govermental trade pacts and rupee payment agreements playing the 
central role. But in more recent years an independent commercial base has been 
firmly established for this trade and the consequent exchange of goods is becoming 
more and more a matter of good mutual business. It is not generally realised that 
today the USSR is taking from us over Rs 200 crorcs of goods and has become the 
equal to the United States in importance as a major market for our export mer¬ 
chandise., Again, the USSR and the countries of east Europe arc together im¬ 
porting from us at an annual rate of Rs 362 crores against our export trade with 
western Europe running at Rs 300 crores. Mr Mishra was therefore right in 
discussing the significance and relevance of this trade connection to our export 
planning. 

The logical position of course is that this country should try to push its goods 
wherever there is a promising market. Neither power politics nor ideology there¬ 
fore need enter this particular discussion whether directly or indirectly. The 
guidelines for government as well as business should be to direct thei" attention to 
market possibilities in countries which have a relatively high growth rate and where 
a demand, actual or potential, for the kind of goods we can produce competitively 
exists or can be encouraged. From this point of view the businessmen who spoke 
at the meeting of the Advisory Council on Trade were clearly right on course when 
they urged the government to guide the country in making a conscious effort to 
exploit the export possibilities offered by the Generalised Scheme of Preferences for 
which India had been actively campaigning along with other developing countries 
on forums such as UNCTAD. 

More basically, whether it is with the western world or the eastern 
bloc, the prime condition for better export performance would always be 
the generation of exportable surpluses in our national economy at levels of 
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costs Jrhich would help our export 
trades to be competitive in world mar* 
kets. It is no doubt true that political 
and other considerations will continue 
to play their part in influencing the dim¬ 
ension or the direction of trade between 
countries. However when we are thin¬ 
king in terms of a stable forward move¬ 
ment of considerable volume or force 
in our foreign trade it would be only 

This is the script for a broadcast in the 
“Spotlight" programme on November 22 and 
Is published here by courtesy AIR. 


prudent to base our hopes and expec¬ 
tations on the bedrock of an efficient 
and expanding national economy. 

Mr Mishra spoke of the expanding 

Steel Schemes 

The inauguration of construction 
work on the Vijayanagar Steel Plant by 
the Prime Minister, Mrs Indira Gandhi, 
recently has special significance in the 
present context. Though it may be 
argued that the Visakhapatnam and 
Salem steel plants have been already 
inaugurated similarly and that the latest 
function is mainly politically motivated, 
as the elections for state assemblies are 
due to be held early next year, the 
commitment to incur expenditure on 
three large new plants of over Rs 1,500 
crorcs should have far-reaching effects 
on the economy of the southern region. 
Hitherto, steel-making capacity has 
been concentrated in north-east India 
and it woukl be logical to expect that, 
after the implementation of the Bhilai 
Steel Expansion Scheme, there would 
also be an attempt to increase the capa¬ 
city of the Rourkela and Durgapur 
plants. 

Actually, the ideal course could be 
to encourage the two major units in 
the private sector, Tata Iron and Steel 
particularly, to expand their capacity 
when carrying out the modernisation 
of wom-out plant and machinery and 
marginal expansion at a cost of over 
Rs 160 crores. The chairman of 
TISCO, Mr J.R'D. Tata, however, has 
stated that the government has not 
given its decision in regard to the com¬ 
pany’s proposal for a modest expansion 
of its capacity when undertaking the 
modernisation programme. It is need¬ 
less to say that the delay or the un¬ 
willingness of the government to agree 
to the proposal of TISCO is due to 
ideological inhibitions while in respect 
of Indian Iron and Steel Company 
serious problems are being encountered 
in stepping up production even to the 
existing rated capacity. It has also be¬ 
come necessary to carry out a reap¬ 
praisal of the feasibility of the Phase I 
project of IJSCO for increasing capa¬ 
city by three lakh tonnes. The inor- 


role of the public sector in the promo¬ 
tion of our export trade, particularly 
the trade with communist countries. 
Since he had also acknowledged in his 
speech that “the satisfactory perform¬ 
ance of exports'* in recent months “is a 
tribute to the vigour, dynamism and in¬ 
itiative of our private sector”, it should 
perhaps be possible for the business 
community to reassure itself that ex¬ 
traneous considerations would not be 
allowed to operate unduly in influenc¬ 
ing government in determining the res¬ 
pective roles of private commerce and 
state trading in the further growth of 
our exports. In any case, the nature of 
the agencies of trading is clearly secon¬ 
dary to the main issue of increased pro¬ 
duction and industrial expansion out of 
which alone must come more merchan¬ 
dise for export. 

in Melting Pot 

dinate delay in implementing this pro¬ 
ject has been very costly from the 
national angle as against the earlier 
estimate of the cost of this project of 
Rs 11 crores, it is now felt that over 
Rs 60 crores will have to be spent for 
bringing into being the same capacity. 

It is needless to say that steel plan¬ 
ing has been faulty in conception and 
halting in execution. The troubles 
arising out of labour intransigence and 
inefficient management have also resul¬ 
ted in a loss of production of over 
1.5 million tonnes of steel ingots annu¬ 
ally. The government has perhaps 
thought it fit that the expansion scheme 
of the Bhilai should be accorded the 
highest priority and its capacity raised 
to four million tonnes from 2.5 million 
tonnes within a short period. As con¬ 
siderable expenditure has been already 
incurred and it is necessary to instal 
only the steel melting shop and rolling 
facilities, besides improving the work¬ 
ing of the iron ore mines, it will pay 
rich dividends if serious attention is 
paid to the execution of this scheme 
and complete it within three years. 

The Bokaro Steel Project also lends 
itself to similar treatment. Actually, 
there is compulsion to take up the ex¬ 
pansion of capacity to four million 
tonnes from 1.7 million tonnes without 
a break because the viability of the 
project will be assured only if the sub¬ 
sequent stages of expansion are im¬ 
plemented almost continuously. This 
is because heavy expenditure is being 
incurred in the initial stages for creat¬ 
ing built-in capacities so that future 
expansion will be greatly facilitated 
besides being not costly. 

The union Minister for Steel and 
Mines, Mr Mohan Kumaramangatam, 
has almost indicated that the time¬ 
table for the implementation of steel 
projects should be such that the three 
southern steel plants should betaken 


up after apod progress has been made 
on the schemes relating to Bhilai and 
Bokaro. If this time-table is adhered 
to, the three existing steel plants in the 
public sector will have an eventual 
capacity of 7.4 million tonnes of steel 
ingots, the Bokaro project four mil¬ 
lion tonnes, Visakhapatnam two mil¬ 
lion tonnes, Vijayanagar two million 
tonnes and Salem five lakh tonnes* 
As the two major units in the private 
sector may have a capacity of 3.5 
million tonnes, after the modernisation 
programme of TISCO and Phase I 
project of IISCO have been comple¬ 
ted, the aggregate capacity will be 
19.4 million tonnes of ingots ulti¬ 
mately. 

This may be the basis for Mr 
Mohan Kumaramangalam’s expecta¬ 
tion that production can be raised to 
14 million tonnes of finished steel by 
1980, though this level can be at¬ 
tained only if all the units function 
efficiently and there is no loss of out¬ 
put due to inefficiency or labour 
trouble as is happening now. The 
consumption of steel between now and 
1980 is expected to increase annually 
at the rate of 10 percent and if the 
current requirements can be assumed 
at seven million tonnes, the demand 
may be even in excess of 15 million 
tonnes by 1980. It can, therefore, be 
said that a near balance between in¬ 
ternal availability and demand is being 
attempted and once these projects are 
in operation, there will be a broad 
base which will facilitate to a great 
extent future growth automatically. 

It has, however, been overlooked 
that the contemplated additional capa¬ 
city cannot be brought into being with¬ 
in the next seven or eight years unless 
there is foreign assistance for import¬ 
ing raw materials and components and 
technical help is secured in some 
directions for quickening the pace of 
construction work on the entirely new 
steel plants. 

Since the Bokaro and Bhilai pro¬ 
jects are being executed with Soviet 
aid, there may not be any serious 
bottleneck in regard to the availabi¬ 
lity of steel making equipment and aid. 
The Heevy Engineering Corporation 
and other engineering units may, over 
a period, be in a position to supply 
large quantities of machinery fox use 
in steel plants. But it may not be pos¬ 
sible for Indian engineering firms to 
fabricate mechanical and electrical 
equipment, the former particularly, for 
bringing into being nearly 11 million 
tonnes of ingot capacity in the next 
eight years. An undue emphasis on 
complete indigenous designing and 
fabrication of steel-making machinery 
may prolong the construction schedule 
of the new steel plants and it may so 
happen that, after the work on Bhilai 
and Bokaro has been completed by 
1975 or 1976, there wilt be a gap of 
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two years at least before additional 
capacity becomes available. This is 
because, on the basis of the present 
programme, only the new st^el plants 
in the southern region can bring about 
a sizable increase in steel output after 
1976. 

It will be, therefore, clear that the 
existing plants in the public sector, 
Bokaro and the two units in the private 
sector will b< in a position to take 
care only of the demand that would 
have increased to around 10 million 
tonnes by 1976, taking it for gran f ed 
that all the units will be able to func¬ 
tion at over 90 per cen of rated capa¬ 
city. This is a tall assumption. If 
the required output cannot be achieved, 
heavy imports will have to be allowed 
and in the late seventies, the annual 
increase in consumption will be over 
one million tonnes. Lt will thus be 
justifmb'e to proceed on the assump¬ 
tion that foreign exchange expenditure 
of at least Rs 200 crores can be in¬ 
curred for securing plant and machi¬ 
nery for the three units if thereby the 
construction schedule can be advanced 
by two or three years. It is also im¬ 
portant to bear in mind that, after the 
conventional st r el plant at Vhakha- 
pa<nim and Vijayanagar start func¬ 
tioning, there will be a faster displace¬ 
ment of imports. 1 he two will be 
capable of producing over 2i nv'IIion 
tonnes of finished steel annually after 
the teething troubles have been got 
over. 

It is, therefore, necessary toemphn- 

Housing 

In a vast country like ours with its very 
large population, the growth rate of 
which too has yet to be brought down 
appreciably, there are bound to be 
problems which defy easy solutions. 
And housing is one such problem. It 
is not that the people and the powers- 
that-be arc not sufficiently seized of this 
problem. Nor can it be said that efforts 
have not been made to deal with it. 
But the magnitude of the problem is 
such that not all these efibrts have been 
able to touch more than the fringe 
thereof. Considering the enormity of 
the problem, on the one hand, and the 
meagreness of available resources, on 
the other, the authorities now seeun 
to be faced with the Hobson's choice 
of drawing up a plan of priorities in 
housing and that calls for a national 
policy on housing. It is to evolve such 
a policy that the Life Insurance Corpo¬ 
ration of India (LIC), in collaboration 
with the National Buildings Organisa¬ 
tion of the Ministry of Housing, go¬ 
vernment oflndia, recently sponsored a 
two^day seminar in Bombay. 

That the LIC should take a lead in 
the matter is understandable. Apart 
from the dynamic drive of its chairman, 


sise the fact that heavy expenditure 
will have to be incurred on steel im¬ 
ports if there was no correct appre¬ 
ciation of the difficulties involved in 
creating additional capacity. The 
country has been obliged to suffer 
heavy losses in the past as a result of 
an incorrect understanding of the pro¬ 
blems at issue and it wifi be no exag¬ 
geration to say that between the elec¬ 
trical equipment, fertilizer and oil refin¬ 
ing industries, Rs 1,000 crores has been 
lost in the shape of avoidable imports. 
In the case of the electrical equipment 
industry, for various reasons it has 
not been possible to gear up produc¬ 
tion of the public sector units to the 
desired level though the requisite faci¬ 
lities arc available. In respect of the 
fertiliser industry, there has been 
serious bungling in the issue of licences 
while the public sector units have been 
operating inefficiently. 

As regards oil refining, recent pro¬ 
gress has no doubt been remarkable, 
but there was a period in which no 
serious effort was made to utilise effec¬ 
tively either proven oil reserves or 
create new refining capacity for pro¬ 
cessing imported crude. The earlier 
mistakes should not be repeated when 
planning for additional production of 
steel and the inauguration of construc¬ 
tion work on the Vijayanagar Steel 
Plant would have real meaning only if 
the practical difficulties in the way were 
real : sed and there was realistic import 
substitution in the fabrication of steel- 
making machinery. 

and LIC 

Mr T. A. Pai, who appears to have taken 
it as his mission in life to tackle this 
problem in right earnest so as to be 
able to make a far greater impact than 
has been possible so far, the LIC has 
already invested over Rs 300 crores in 
housing schemes and is likely to invest 
a further Rs 200 crores during the 
next two years. Surely even the LIC 
has its own limits and its spokesmen 
could not have missed taking note of 
the considered views of an eminent 
foreign expert who had cautioned 
insurance companies against any head¬ 
long mortgage investment in houses by 
reason of their fast depreciation in 
value. This doubtless explains the 
interest of the LIC in a national con¬ 
sensus on a policy on public housing 
which would help generate more houses 
with the available resouces. Further¬ 
more, the LIC probably wanted to re¬ 
move all chances of ap avoidable dupli¬ 
cation of efforts that may be expected 
to follow the recent advent of the Hous¬ 
ing and Urban Development Corpora¬ 
tion (HUDC) and the decision to distri¬ 
bute through this corporation funds to 
various construction agencies such as 
housing boards. While the partici¬ 
pants (over 200 delegates, including 


engineers, architects, builders and ad* 
ministrators) benefited from th«delibe¬ 
rations at the seminar, the LiC has 
been the largest beneficiary, inasmuch 
as the seminar not only recomni&M&d a 
national policy on housing and suggested 
guidelines, but also spelt out the distinct 
spheres of operation of the HUDC and 
the LIC. Thus, a major decision taken 
at the seminar was that the government 
of India should, in concurrence with the 
LIC (no time limit was suggested 
though!) evolve it national policy on 
public housing separately in respect 
of urban and rural areas. Again there 
was also general agreement that the 
LIC should allocate funds to construc¬ 
tion agencies directly for need-based 
housing, generally of austerity standards 
for houses not exceeding, say, about 
N00 sq. ft. carpet area, accompanied 
by loan facilities over long periods. For 
this purpose the LIC chairman sug¬ 
gested. and many of the chairmen of 
the housing boards present agreed, that 
the housing boards should act as agents 
of the LIC for constructing houses. 

As for the HUDC, the seminar felt it 
should concentrate on such housing 
as would generate a revolving fund by 
direct outright sale of constructed 
houses. In other words, the housing 
boards will take care of need-based 
housing, getting their finance from the 
Life Insurance Corporation, while the 
HUDC will construct houses out of its 
own resources and sell them (to gene¬ 
rate a revolving fund) and build more 
houses for sale. In either case, we 
suppose, the decision o&the seminar that 
funds should be made available for 
utility housing for middle and low in¬ 
come groups would apply. Mr Pai, 
as well as the seminar, was clearly not 
for financing houses costing more 
than a lakh of rupees or for compound 
walls, costly flooring and finishing; 
items which he described as ‘‘frills.” 
Costly flooring and finishing per¬ 
haps could be classified as “frills’', 
but not a compound wall especially 
these days. For, unless one encloses 
the compound of one's house, even 
if it be a small cottage—and this is 
particularly true of such places as 
Bombay and Calcutta—one has to 
reckon with encroachment by 
squatters, and, what is worse, one can¬ 
not expect police assistance against any 
encroachment unless one has enclosed 
one’s house property. Mr Pai, of course, 
conceded a fencing, but he is probably 
not aware that well-built brick or 
stone compounds even of huge 
public sector undertakings like the 
Fertiliser Corporation of India in 
Trombay arc wilfully broken. 

Be that as it may, the‘deliberations 
and the decisions of the seminar make 
one thing quite obvious, namely that 
henceforth public housing will be only 
utility housing and it will take care 
of the needs of only middle and low- 
income groups. This is perhaps the 
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most practical approach to the country’s 
housing problem Ififetcad of citing 
astronomical figures to indicate the 
extent of the backlog in housing and 
dispairing when the costs involved to 
make it up are computed, there is 
here, for the first time, an attempt to 
cut the problem to a relatively more 
manageable size and to try and dtab 
with it in a realistic manner. Take, 
for example, the requirements of a small 
villager. Surely a beautiful type de¬ 
sign for a city dwelling like the one 
publicised some time ago by the 
Concrete Association of India cannot 
satisfy him. 

It is difficult to see how some deci¬ 
sions of the seminar could be enforced. 
There is, for example, the one envisag¬ 
ing* that large influx of population into 
metropolitan cities should be prevented 
and settlements should be encouraged 
in middle-sized cities. This is not the 
first group, nor is it the first time that 
such a drastic solution has been sugges¬ 
ted. As a matter of fact, at the Eighth 
Conference of Municipal Corporations, 
also held in Bombay during the same 
weekend, the Governor of Maharashtra 
made such a suggestion. But there is 
first the contitutional difficulty. Second¬ 
ly* it is not easy to encourage people to 
settle in middle-sized cities as suggested. 
For, what draws people to metropoli¬ 
tan cities such as Bombay is the job 
opportunities these cities are supposed 
to offer and unless such job opportuni¬ 
ties become or arc made available in 
middle-sized cities also, the proposed 
suggestion cannot be effectively im¬ 
plemented. 

Perhaps the most notable feature of 
the seminar deliberations was the scries 
of suggestions made to expedite house 
construction and to reduce costs of 
construction. Ideas like starting of pre¬ 
fabricated housing factories and indust¬ 
ries producing building materials and 
standardisation of housing components 
like doors and windows may not be 
new, but everyone of these has acquir¬ 
ed special urgency now. 

An important decision related to “a 
proper land house policy". The deci¬ 
sion was to the effect that “a proper land 
house policy, particularly for urban 
centres, resulting in economical utilisa¬ 
tion ofland by adopting higher density 
settlement should be evolved". This 
requires to be more dearly spelt out. 
The question of a higher density settle¬ 
ment does not certainly arise in cities 
like Bombay which are ovcrfully popu¬ 
lated in all conscience. 

Again, referring to land policy, 
Mr Pai told newsmen (at a press 
conference after the seminar had 
concluded) that the most urgent 
need (if cheap houses are to be built) 
was to bring down land prices. He 
even spoke of nationalisation of land 
which promptly elicited the question as 
to whether, in the Jight of the exorbi- 
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taut prices that the government of 
Maharashtra has been publicly demand¬ 
ing for plots in the Baokbay Reclama¬ 
tion area, it was the proper answer. If 
this money is at least utilised to sub¬ 
sidise the cost of land for houses to 
accommodate low and middle income 
groups, as Mr Pai fondly hopes, there 
can be no objection, although it must 
still be characterised as the worst form 
of profiteering by the public sector. 

There is no guarantee that, after na¬ 
tionalisation, land prices will not go 
up. On the other hand, there are 
several instances, e.g, passenger trans¬ 
port, where prices have gone up and 
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gone up sharply after nationalisation. 
Land prices, or prices of any property, 
commodity or service for that matter, 
are, in the ultimate analysis, reflection 
of the supply and demand position at 
any given time. What objection can 
Mr Pai have therefore, if, for instance, 
as an alternative to nationalisation, land 
prices are kept in check by regulating 
demand? This can be done by asking 
the state governments Or local bodies 
to fix the prices of lands earmarked for 
low income and middle income housing 
at the time of allotment or sale itself 
such prices holding good whatever the 
number of times these lands may change 
hands. 


Science in Socio-Economic Development 


Although one may not agree with 
every thingthat Prof. M.S. Thacker said 
in the course of his Bombay lecture re¬ 
cently on "The Application of Science 
and Technology to Socio-Economic 
Development" — the sixth A,D. Shroff 
Memorial Lecture — one must con¬ 
cede that the professor covered exten¬ 
sive and worthwhile ground. Hi< brief 
outline of the relationship between 
science and technology, the economic 
implications of the concomitant deve¬ 
lopment and the three phases it went 
through, was brilliant. So too his trac¬ 
ing of the progress, first, from an un¬ 
systematic and erratic application of 
mechanical inventions to economic 
activity to a definite causative relation¬ 
ship between science and science-based 
technology and, secondly, to organised 
scientific research in commercial in¬ 
dustrial laboratories to begin with and 
in government central research la¬ 
boratories thereafter. It is against the 
background of this historical develop¬ 
ment of the impact of science and 
technology that Prof. Thacker referred, 
appropriately enough, to some thought- 
provoking questions that recent experi¬ 
ence has posed. 

After dealing with some of the im¬ 
portant and direct consequences of 
technical changes in this century, such 
as the communications revolution, new 
machines, new techniques of production 
and new processes including automa¬ 
tion, which have made for improved 
working conditions, reduced working 
hours, greater production and improved 
consumption patterns, the learned pro¬ 
fessor wondered whether one could 
say that technological impact, although, 
on the whole, beneficial, has been with¬ 
out any cost to society. He himself 
provided the answer when he went on 
to say that modern civilian technology 
has inflicted costs in terms of air and 
water pollution, radi^-activity, urban 
sprawl, crowded cities and increased 
social and psychological tensions. In 
this connection he quoted the follow¬ 
ing remarks on the adverse effects of 
this so-called revolution of Sir Solly 


Zuckerman, Scientific Adviser to the 
British govt., made at the XXUIth 
Congress of the International Chamber 
of Commerce, Vienna in April last: 

".. over the past few years, 
more and more voices have been 
sounding warnings about the adverse 
secondary effects of the continued 
growth of our industrial civilisation. 
In some quarters, even the desirabi¬ 
lity of economic growth itself is 
being questioned. This particular 
issue has crystallised in the terms 
"environment* and "pollution’. In 
the more developed countries of the 
world an increasing number of 
people are asking whether the ad¬ 
verse environmental effects which 
industrialisation and modern tech¬ 
nology can bring in their train may 
not counterbalance the primary 
beneficial effects for which they are 
also responsible, and indeed whether 
environmental damage is not an in¬ 
evitable consequence of industrial 
growth". 

Prof. Thacker then proceeded to 
ask: "Are the social benefits from this 
impact worth the social cost." Here, 
perhaps avoidably, he raked up the 
bitter controversies of the fifties in this 
country on whether India should let 
its heavy engineering projects be in the 
public or the private sector, and sought 
to differentiate between social costs and 
social benefits and private costs and 
private benefits from technology. It 
is not impossible to argue that, although 
public sector projects provide social 
benefits which, in value terms, exceed 
some costs and may not provide suffi¬ 
cient return from the private point of 
view, they nevertheless have a "social 
profitability". But the lecturer himself 
was convinced that to ensure the maxi¬ 
mum "social profitability", these pub¬ 
lic sector j>rojects must be managed and 
run efficiently, which unfortunately 
they are not in every case. And; for that 
to happen, there must be enlightened-— 
—not just committed — public enter¬ 
prise, even as there must be enlightened 
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private enterprise as the Forum of Free 
Enterprise has been urging all along. 

Another new concept that this emi¬ 
nent scientist suggested was ‘‘distri¬ 
butive justice of technology", by which 
term he meant that tlvose who enjoy 
the benefits of the impact of science and 
technology are not necessarily those 
who pay the costs or pay proportion¬ 
ately to the benefits enjoyed. While 
as an idea semantically it may sound 
novel, it must not be forgotten that this 
is inherent in the scheme of things. In 
99 cases out of 100, it is not those who 
pay the costs of a technological break¬ 
through, nor those who are responsible 
for discovering it, that actually reap the 
benefit. And those who do so must be 
inspired by the saying in the Bhcigarad- 
gita 4% Kantianyc Adhikaraste, Mapha- 
lesu Kadachana." (Yours is just to 
do your duty; you have no right as to 
the fruits thereof). Surely, as an old 
gardner who was planting a mango 
sapiing told a king riding on a horse¬ 
back when the latter inquired whether 
he (the gardner) hoped to cat the fruits 
of that tree, it is the duty of this gene¬ 
ration to work for the benefit of the 
next generation, even as our ancestors 
did for us. 

While on this idea of “social profit¬ 
ability". Prof. Thacker had a very sound 
suggest! onto ma kc a lx>ut “ brai n dra i n' \ 
He was no less conscious than those 
who so meaninglessly and mournfully 
mouth this expression and complain 
that our young men who get trained 
in state financed universities, technolo¬ 
gical and research institutions go abroad 
and settle down there and he was aware 
too of the several causes thereof. But 
at the same time, he had a positive 
approach to make to meet the situation 
arising out of this brain drain. Opining 
that many young men would probably 
return if the job satisfaction level hi 
India Vas raised — and that is really 
hitting the nail on the head — he pro¬ 
posed that programmes of action be 
formulated for specific groups instead 
of one common programme of action 
for all scientists and technicians. If 
programmes of action are formulated 
for specific groups, say, for example, 
in areas such as electronics, design 
engineering, instrumentation, etc. as 
the Prof, observed, there arc better 
chances of such men returning to India, 
instead of trying to line up such cases 
with the problem of brain drain in its 
entirety, it is far better and certainly 
more realistic for us to realise that we 
are unable to reap the benefits of the 
costs of training o ur young men because 
of the prevailing socio-economic at¬ 
mosphere than to make such fantastic 
suggestions as to make every Indian 
scientists or technician who goes and 
settles abroad to pay to the Indian Ex¬ 
chequer a srtull annual penalty for a 
specified number of years or a lump 
sum penalty for denying to his mother- 


country the benefit of his training at 
this country's com . 

There is a further angle to this. When 
one talks of ‘'social profitability", pre¬ 
sumably one has the entire humanity 
in view and not just one’s own count¬ 
ry or countrymen. For, if the choice 
before a fully qualified scientist or 
technician, is cither to remain in 
the country of his birth where 
he may not base any oppor¬ 
tunity to utilise his knowledge or skill, 
vegetate and be a drag on his family, 
or to go abroad wherever there may 
be both openings and opportunities to 
put his knowledge or skill and achieve 
something outstanding which could 
benefit the whole world, as the Nobel 
Laureate Khorana has been able to 
do, is it not unfan to deny that the 
latter has contributed to "Social pro¬ 
fitability"? 

Similarly, Pi of, Thacker rendered 
yeoman service when he urged that, at 
least in the future, vve need to have a 
more conscious calculation of the 
costs of the impact of science and 
technology on economic development. 
He asked : “Do we, on the basis of the 
historical experience of other countries, 
want to follow the same known but 
beaten path of science and technology, 
or do we want to chart a new approach 
on the basis of the urgent requirements 
of our country? This is a rhetorical 
question, but the learned professor must 
not feel disappointed if* as in the econo¬ 
mic sphere, in the sphere of application 
of science and technology to economic 
development also, the wise men of our 
country who mutter choose to go 
through the same old beaten path and 
learn their lessons the hard way. 

The observations of Prof. Thacker 
on our policy in regard to import of 
technology were unexceptionable. For 
instance, as he said, "it would be better 
for the nation’s economic development 
if we were to analyse cost-benefits, if 
we import technology once and then 
use the existing know-how from our 
existing industries or engage our na¬ 
tional laboratories and technical insti¬ 
tutions to find a relevant specific adap¬ 
tation of that technology in tune with 
the national requirements . This is the 
wise and rational policy that Japan has 
followed. But, as he rightly added, this 
would entail a far greater Research and 
Development (R&;D) eFbrt or outlay 
than at present. We are nowhere near 
the target for national expenditure on 
research and development proposed 
by the UNESCO Conference on the 
Application of Science and Technology 
to the Development of Asia (CASTA- 
SIA), held in Delhi ip 1968—“to en¬ 
deavour to reach a minimum national 
expenditure on research and experi¬ 
mental development of one per cent 
of gross national product as soon as 


possible, hut not later than 1980", 

In this connection, the lecturer drew 
attention to the combination of tech¬ 
nology with intense research that Japan 
has so successfully adopted. The larger 
the fiaction of imported technology in 
Japan, the larger has been the domestic 
R &D eTort to enable Japanese en¬ 
gineers to understand and adapt the 
technology. Thus, during 1950-62, 
whereas the Japanese import of chemi¬ 
cal technology constituted 22 per cent 
of total import of technology, R &D 
on chemical technology over the same 
period constituted 24 per cent of 
Japan's total R&D effort. Contrast 
this with the position in India. During 
1957-65, for example, non-electrical 
machinery constituted 29 per cent of 
the imported technology through fo¬ 
reign collaboration, but the R &D ex¬ 
penditure on non-electrical machinery 
was barely six per cent of the total 
R &D effort. Similarly, as against 11 per 
cent of total imported technology in 
electrical machinery technology, the 
R &D effort in electrical machinery was 
only about four per cent. The different 
results in the event in Japan and India 
carry then own moral. 

It is not dear what prompted Prof, 
Thacker to compare the relative shares 
of the public and the private sectors in 
regard to R &D expenditure. If the 
share of the latter in the total annual 
expenditure on R&D during 1969-70 
was only Rs 11 crorcs, as compared to 
Rs 135crores of the former, there must 
be some good reason for it. At least 
as a prominent scientist, the Prof. 
Thacker ought to have ascertained the 
reason before just throwing these 
figures before his audience. It is not 
merely the absence of any worth¬ 
while guidelines for a science policy 
that explains this. What is fundament¬ 
ally wrong, as Mr N.A. Palkhivala, 
who presided over Prof. Thacker's lec¬ 
ture meeting, remarked, is the go¬ 
vernment's industrial licensing policy. 

I f t he goveminent wa s real Iv i ntcreslcd 
in promoting the national R&D effort, 
Us questionnaire to applicants desirous 
of expanding an industry ought to have 
contained as top-priority query; What 
is your outlay on R&'D? Instead, we 
find alt manner of irrelevant questions 
as to what such an applicant spent over 
participating in an industrial exhibition 
some ycais ago. As things stand, there¬ 
fore, R&D effort on the part of in¬ 
dustry will not increase beyond what is 
required just to absorb and stabilise 
, the borrowed or repeatedly borrowed 
technical know-how. If the role of 
R & D in the current, technological revo¬ 
lution and its significance for the future 
economic strength of our country are 
to be what they require to be in order 
to meet the rising international compe¬ 
tition, the attitude and the policy of 
the powers-1 hat-be must undergo a 
thorough and realistic reorientation. 
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Government. Still at Cross Purposes? 


V* B ALA SUBRAM ANI AN 


Thk Planning Commission is reported 
to have given up the idea of making any 
material changes in the fourth Plan 
although a mid-term appraisal has 
shown that there have been grave short¬ 
falls in performance in many vital sec¬ 
tors. In spite of the fact that costs have 
gone up and are going up, the Plan¬ 
ning Commission has admitted its inabi¬ 
lity to contemplate increases in financial 
allocations since the outlook for re¬ 
sources has not only become uncertain 
but is positively gloomy. All this comes 
as an anti-climax to the self-conscious 
displays of dynamism which Mr C. 
Subramaniam was freely putting up 
soon after he returned to the central 
government as Minister for Planning 
after a spell in a political no-man’s 
land. It is sad that even new brooms are 
no longer to be expected to show that 
extra purposiveness which they are 
alleged to possess. 

Government in Retreat 

It is however not only the Planning 
Commission but the entire government 
apparatus that is now in retreat in the 
area of economic policy-making or 
management. Of this ample evidence 
was forthcoming at the meeting of the 
Central Advisory Council on Industries 
held in New Delhi, a few days ago. Mr 
Moinul Haque Choudhury, the Minister 
for Industrial Development, who had 
lately been accusing the business com¬ 
munity, particularly the larger industrial 
houses, of sitting pretty and not being 
active in promoting production or in¬ 
dustrial expansion, was forced to sing 
to another tune. He conceded that the 
government was responsible for delays 
in industrial licensing which created 
obstructions to industrial growth. Mr 
Choudhury claimed, however, that his 
own ministry was the least to blame for 
this state of affairs and that the trouble 
actually arose from the multiplicity 
of ministries and departments which 
had become involved in decision making. 

Neither the business community nor 
the larger public is directly concerned 
with domestic disorder in the function¬ 
ing of the government. This is a 
problem which the Prime Minister 
with the help of her colleagues 
should have sorted out long ago. 
That the Minister for Industrial 
Development should publicly con¬ 
fess his helplessness because this prob¬ 
lem continues to be a serious one 
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only indicates all the more clearly a 
retreat on the part of the government 
from its responsibility for looking after 
the national economy efficiently. Apart 
from everything else this government 
has had more tnan six months to orga¬ 
nise or activise the defences, including 
economic, of the nation in the face of a 
steadily mounting threat of war with 
Pakistan. Even so the economic minist¬ 
ries, on Mr Choudhury’s own admission, 
are still continuing to function in the 
leisurely and largely negative ways 
which had done so much to arrest 
the growth of the economy all these 
years. 

When the government is not even 
abje to rationalise or otherwise improve 
procedures, it would no doubt be point¬ 
less to expect it to be intellectually 
more responsive to arguments for bring¬ 
ing its basic economic policies into 
line with economic realities, national or 
international. Nevertheless, it strains 
one’s capacity for toleration to hear Mr 
Choudhury asserting that there could 
be no question of the government re¬ 
considering the fundamentals of its 
licensing policies or Mr Y.B. Chavan 
declaring, as he has done in the present 
session of Parliament, that the go¬ 
vernment does not consider it necessary 
to re-examine its attitudes towards fo¬ 
reign investments. 

No Second Thoughts 

All this clearly amounts to the propo¬ 
sition that although current policies 
and attitudes are proving incapable of 
even reviving the economy, let alone 
energising it, the government is not pre¬ 
pared to entertain second thoughts sim¬ 
ply because it can see no great political 
advantage for itself in doing so. On the 
contrary, despite its vaunted achieve¬ 
ment at the last general election in 
securing what is described as a massive 
mandate from the electorate, it conti¬ 
nues to be vulnerable to demagogic 
pressures exerted even by men of se¬ 
condary importance in the ranks of 
the ruling party. 

In the circumstances MU* Choudhury’s 
somewhat theatrical announcements 
of his ministry’s prescriptions for pro¬ 
moting production or industrial ex* 
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pansion can only cause amusement. He 
has declared solemnly that the eco¬ 
nomic ministries of the government, 
in their combined wisdom, have hit 
upon the great idea that the only way 
production could be immediately in¬ 
creased would 4 be for industries to 
work an additional shift. The minister 
has graciously promised that the gov¬ 
ernment would extend ail the neces¬ 
sary facilities to enable industrial units 
to do this. There is surely an Alice- 
in-Wonderland air about this pro¬ 
posal. Actually industries are finding it 
difficult to work even normal shifts 
because of one or more adverse cir¬ 
cumstances such as shortages of raw 
materials, the stringency of bank credit 
and non-co-operative or flatly obstruc¬ 
tive behaviour on the part of workers 
or the trade unions. One would have 
thought that Mr Choudhury and his 
colleagues in the cabinet would make 
an honest attempt to deal with these 
bottlenecks to the functioning of the 
normal shifts in industry before 
exhorting managements to work addi¬ 
tional shifts. 

Amateurish Functioning 

The idea of an additional shift as 
an emergency or near-emergency mea¬ 
sure is not such an original one as Mr 
Choudhury seems to think. It speaks 
volumes of the amateurish manner in 
which the government is functioning 
that no mature thought should have 
been given to the practicability of an 
additional shift in the prevailing condi¬ 
tions in industry which have made it 
difficult even for normal shifts to be 
operated adequately or efficiently. If 
the government is indeed serious about 
industries working additional shifts 
wherever necessary, it is not enough if 
an individual minister makes bland 
assurances of facilities especially when 
this minister himself has confessed 
that the central ministries are working 
at cross purposes. What is needed is 
that there should be an effective total 
programme immediately for maintain¬ 
ing industrial peace and a smooth flow 
of raw materials and finance into 
production. It is only when industry 
has reason to believe that it would be 
given this kind of new deal that it can 
seriously sit down to investigate the 
specifics of the more intensive working 
of industrial units. 

There remains the other and equally 
important issue of a continuous ex¬ 
pansion or diversification of industrial 
growth. Here Mr Choudhury has 
been completely unable to promise that 
government’s policy or procedure would 
change for the better. This is indeed 
most unfortunate since it has become 
indisputably evident that the govern¬ 
ment’s policy of restraining or policing 
of large or larger business houses has 
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become & veritable Old-Man-of-the- 
Sea on the back of the national eco¬ 
nomy. Mr J.R.D. Tata has referred to 
the stifling piles of paper work heaped 
on industrial managements by the 
prolific and mostly pointless question¬ 
naires of the Monopolies Commission. 
This however is only a small part of 
the mischief. The real harm of this 
inquisition lies in the fact that it is 
inexorably eliminating all impulses of 
entrepreneurship from the industrial 
sector, 

Scorching Sarcasm 

Mr J. R. D. Tata again has comment¬ 
ed with scorching sarcasm on the irra¬ 
tionality of the so-called anti-mono¬ 
poly laws of the administration. To 
quote : 

Shareholders of Tata Chemicals 
will be surprised to know that in the 
last few weeks little else has been 
done in the head office of your com¬ 
pany and of other companies in 
Bombay House than to answer a 
host of questions and submit a mass 
of documentation to the Monopolies 
Commission, not in regard to a 
project even remotely concerning us 
but to a project of the Tata Engineer¬ 
ing and Locomotive Company ! Even 
more surprising is the fact that most 
of the information sought from us 
is totally irrelevant to the Telco 
expansion project itself, and cer¬ 
tainly irrelevant to our own activities. 
Most of the information sought was, 
in any case, already well known and 
available in published materials. 

“The Monopolies Commission’s ex¬ 
traordinary action in involving a 
large number of companies totally 
unconcerned with the Telco expansion 
project, in their examination of the 
latter's application is not only an 
inexcusable waste of the time of 
government, and corporate officials 
but a form of undeserved harassment 
of companies and officials who try 
to do a good and honest job and 
serve their company and their country 
to the best of their ability. 

“One would have thought that, in 
the eyes of government and its 
Monopolies Commission, what was 
significant about Tata Chemicals 
was not that it had participated in 
an industrial exhibition, and shared 
a common building, minor services 
and a common telephone exchange 
with other Tata companies —all 
evidently considered a$ glaring proofs 
of an alarming concentration of eco¬ 
nomic power—but that the com¬ 
pany's pricing policies were such 
that in the past year alone it had 
voluntarily foregone nearly Rs 50 
lakhs of profit by selling it* pro¬ 
ducts at prices below those of its 
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competitors. The to*al amount so 
foregone since price control was 
withdrawn has amounted by now to 
well over Rs two crores. 

“That a company with such a record 
of efficient, honest and socially cons¬ 
cious service to the country, the 
community and the consumer, should 
be subjected to this kind of pointless 
harassment and waste of time and 
energy, cannot but fill one with des¬ 
pair at the evidence it povides of 
disregard or ignorance of national 
priorities, of the lack of a sense of 
urgency, and of the heavy cost of 
delays to the nation,’" 

Another example of the harmful 
functioning of the government’s anti- 
monopoly machinery is provided by the 
experience of Indian Rayon. It has 
become essential to the viability of this 
company that it should diversify its 
production. The proposals made by 
it for undertaking certain new lines of 
manufacture are therefore very much 
in the interest of the shareholders many 
of whom are small investors. The 
Company moreover is seeking to manu¬ 
facture products which are essential to 
the economy of the country and for 
which there is a large unsatisfied de¬ 
mand. All this however has not saved 
the company from experiencing delays 
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and difficulties in getting its proposals 
processed by the government, its only 
sin being that one of the larger busi¬ 
ness houses has taken over its manage¬ 
ment and is trying to make it an eco¬ 
nomic proposition after the previous 
(and also the original) management of 
the company had found the responsi¬ 
bility too much to cope with. No 
wonder Mr K. K. Birla was aroused 
to declare at the meeting of the Central 
Advisory Council on Industries that 
the quarrel of the business community 
with the government is not over the 
latter’s socialistic objectives but its 
attempt to cure a disease which simply 
did not exist. 

One may add perhaps that the business 
community does not seem to quarrel 
either with the concept of industrial 
licensing as such. Its grievance is with 
the way licensing is made to subserve 
a whole series of extraneous purposes, 
sacrificing in the process the interests 
of economic growth. Mr Bhaskar 
Mitter, for instance, has tried to tell 
the government, in friendly admonition, 
that if the licensing authorities attempt 
to occupy themselves with too much 
details, the whole purpose of control 
would be in serious danger of collapsing 
under its own weight. This is wise 
counsel indeed, for the basic flaw in 
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the functioning of the government in adminis ration, there is neither a 
the economic sphere is toat, whether proper scheme of priorities nor a sound 
in the making of policies, or their sense of values. 


Machine-Making Industry 

s/ISHNU KANT A SHARMA 


Though studies about the pattern of 
industrial development on an all-India 
basis, cither industry-wise or in gene¬ 
ral, have frequently been undertaken 1 , 
proper attention has not been given to 
the industrial pattern and structure of 
different regions 2 , which is as impor¬ 
tant for industries as the “cropping 
pattern'’ in agriculture. In fact it is the 
industrial pattern alone which affects 
the economic development of a region. 
Whether the economy of a region grows 
fast towards self-$uffi;iency or allows 
an improved allocation of resources or 
has a high productivity ratio—all this, 
inter alia, depends upon the industrial 
pattern of the region. This article, there¬ 
fore, is an attempt to study and analyse 
certain aspects of the industrial pattern 
of different regions with reference to 
the mtchine-making industry in 
India 8 , which is an important in¬ 
dustry in this regard 4 . The expression 
“industrial pattern” includes two things. 
First, it relates to the present situation 
of different industries in a particular 
region and, second, how efficient these 
industries aTC as measured by co.?t and 
productivity. 

Salient Features 

For analysing the salient industrial 
features of different regions, this article 
considers mainly the cost and produc¬ 
tivity ratios. For this purpose it, 
includes only those industrial units 
which employ 50 and more workers with 
power or 100 and more workers with¬ 
out power. This analysis, in this sense, 
concernswith the “organised industry” 
only. All the data have been taken 
from the Annual Survey of Industries 
(ASI), from I960 to 1964 5 . 

Specific meanings have been attached 
to all the concepts. “Capital”, for 
example, indicates only fixed capital 
which includes “machine, building and 
land”. The analysis of “working capi¬ 
tal” has been avoided for the same 
reasons as have beep mentioned by 
Sinha & Sawhney 8 . The fixed capital, 
however, has been deflated by inve^t- 
msnt cost index 7 . “Output” is taken as 
‘‘net output” representing only that part 
of the value of the product which is 
created in the factory and is obtained 
by deducting various input items as 
well as depreciation of fixed assets 
fiom gross output. “Worker” respre- 
sents total number of workers i.e. 
workers employed directly as well as 


contract workers, “non-capital cost” 
indicates total cost excluding deprecia¬ 
tion and any other cost that is incurred 
to capital. It, thus, includes cost of 
raw materials, fuel, lubricants, total 
wage bill, industrial and non-industrial 
services purchased from other concerns, 
transport cost and other expenses. 

Labour Productivity 

The anilysis has been undertaken for 
“AU Industries” as well as for machine 
making industry. Comparisons have 
been made among all the regions; 
all-India data have also been presented 
for purposes of comparison. This 
article in quintessence, brings forth the 
importance of a particulat industry 
i.e. the machine-making industry, in a 
particular region as well as its impor¬ 
tance in the total industrial picture. 
The net output/labour co-efficients 
(hereinafter referred to as O/L) were 
first calculated for the whole country. 
Table I (p. 951) shows labour producti¬ 
vity in the country rose by only 14 per 
cent between 1960 and 1964. However 
this change was not uninterrupted up 
to 1963; it increased gradually but in 
1964 it registered a fail. 

A comparison of capital/labour co¬ 
efficient or co-efficient of ‘all-India 
industries’ (hereinafter referred to as 
All) with that of ‘machine-making 
industry’ (hereinafter referred to as 
MMI) shows that O/L co-efficient in 
the latter is higher than that in the for¬ 
mer. As in evident from Table I, while 
the O/L co-efficient in All varies from 
Rs 3349 to Rs 3969, it varies from Rs 
3300 to Rs 4900 in the MMI. This 
result indicates that labour productivity 
has increased rapidly in MMI in com¬ 
parison to AIL 

To find out the productivity of 
capital, output/capital co-efficient 
(hereinafter referred to as O/K) has 
been calculated The calculations 
show, as depicted in Table I, the O/K. 
co-efficient has been declining in both, 
the All as well as the MMI, yet the 
decline is more in the former than in 
the latter. While there has been a dec¬ 
line of 33 per cent in All, the decline 
registered in MMI wa**mly 24 per cent. 

Coming back to the O/L co-efficient 
we find that there was an increase in it 
mainly because of an increase in capital- 
intensity per worker i.e., the ratio of 


capital to labour (hereinafter referred 
to as K/L). The data show that the 
capital-intensity has increased more in 
MMI in comparison to AIL While 
percentage increase in K/L has been 
90 per cent in the former, it has been 
only 70 per cent in the latter. 

The above three ratios i.e. O/L, O/K 
and K/L represent only the one side 
of the production process; the other 
side is represented by cost ratios. In 
regard to cost ratios, input-output- 
co-efficient 8 , has declined 57 per cent in 
All but it has increased 4.5 per cent 
in MMI. It simply indicates that the 
cost of producing one unit of output 
in MMI has increased. Out of this 
total cost, non-aipital cost has increas¬ 
ed 70 per cent in All, but the increase 
in MMI is very low at five per cent. 

Total wage and salary cost on per 
rupee of output in ATI has remained 
more or less constant but the separate 
analyses of both show different trends. 
While the wage cost per rupee of output 
has declined by 12 per cent and the salary 
cost has increased in MMI, the total 
of wage and salary cost per rupee of 
output has declined all the more sharply 
by 25 per cent. The MMI contributed 
average 3.43 per cent net output and 
accounted for 3.28 per cent average em¬ 
ployment in total manufacturing out¬ 
put and employment. 

Bibar 

The MMI has no stand in the econo¬ 
my of this region. Net output contri¬ 
buted by the MMI of this region to 
total output of the industry is 0.80 
per cent and persons employed is only 
1.9 per cent. 

The O/L eo-tfficient of All in this 
region has shown a slight increase. It 
has increased from Rs 4545 to Rs 
5285, showing 16 per cent increase. 
However, in the case of MMI the trend 
is toward a spurt. In fact the co-effi¬ 
cient has become more than double. 
In absolute terms the co-efficicnt in 
the MMI has increased from Rs 2,000 
to Rs 4,400, showing an increase of 120 
per cent. 

The O/K co-efficient of MMI in fact 
does not indicate anything because in 
the year 1964 there was a sudden in¬ 
crease in the installed capital, which 
may not have been used in production 
process. Due to this only the O/K co¬ 
efficient has declined from Re 0.75 to 
Re 0.7. Bihar is the only region 
where the O/K co-efficient of All has 
been found to be constant. In all other 
regions it has declined. 

Capital intensity per worker, or 
the K/L co-efficient, in Bihar for the 
All has increased by 18 per cent but 
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English Electric s 

three-pronged 
product development 

J-; _ 

Since establishing manufacture in Relay Boards, Control Desk: 
^■411 ■ W # India, ENGLISH ELECTRIC have accessories. 


Since establishing manufacture in 
India, ENGLISH ELECTRIC have 
made impressive strides towards 
developing a comprehensive 
range of control and protection 
equipment. 

NEW PRODUCTS 

ENGLISH ELECTRIC pioneered 
the manufacture in India of H.R.C. 
Fuses in 1959, Protective and 
Auxiliary Relays in 196? end 
ENGLISH ELECTRIC-MARCONI 
Signal Generators in 1966 ... 
an impressive list of firsts. 

EXTENDING THE RANGE 

Today, the manufacturing range 
includes Air Circuit Breakers, 

Multi Motor Control Centres, 
'Frontier' Switchboards, 
'Combination' Fuse-Switchboards, 
Overhead Busbars, Rising Mains 


and Distribution Boards. More 


than 8 million H.R.C. Fuses are 


protecting a wide variety of 


installations ranging from simple 


lighting circuits to giant industrial 


distribution networks. 


The range has diversified further 


with the manufacture of Distance 


Protection Schemes for high 
voltage transmission lines, cubicle 
and corridor type Control and 


Relay Boards, Control Desks and 
accessories. 

In Electronics, impressive strides 
continue to be made in the 
development of indigenous mams* 
facture of ENGLISH ELECTRIC* 
MARCONI Signal Generators and 
other electronic equipment to 
advanced designs. 

CUSTOM-BUILDING 
SPECIALISED EQUIPMENT 

ENGLISH ELECTRIC design 
complete Power Control and 
Protection Systems to meet the 
specific needs of each customer,.. 
No wonder you find trusted 
ENGLISH ELECTRIC custom-built 
equipment in major projects 
throughout the country. 

Control and Protection are the 
keys to ENGLISH ELECTRIC'S 


total involvement in India's 
industrialisation and power 
development Pioneering in the 
indigenous manufacture of control 
and protection equipment, planned 
import substitution , sustained 
export drive and dedicated research 
and product development make 
ENGLISH ELECTRIC what they 
are today — trusted for quality and 
performance the world over . 


introducing new products, 
extending their range 
and custom-building 
specialised equipment 


English Electric • playing a lead rale In India's power development 

THE EMOUSM ELECTRIC COMPANY OP INDIA LIMITED. MADRAS 43 ■ENGLISH ELECTRIC 
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this increase is the lowest as compared 
to the other regions In machine-mak¬ 
ing, it has registered a two-fold in¬ 
crease, i.e. the co-efficient has risen 
from Rs 2644 to Rs 6002 per worker, 
showing a 127 per cent increase. 

The input-output co-efficient has re¬ 
mained constant with slight variations 
in AH as well as MMI. It has declined 
ftom Re 0.75 to Re 0.72 in AH and 
from Re 0.97 to Re 0.96 in MMI dur¬ 
ing the period 1960 through 1964. Non¬ 
capital cost of input in All has shown a 
slight decline but in the case of MMI 
there have been regular fluctuations. 

The combined cost of wage and salary 
per unit of net output has declined by 
17 per cent. Whereas the results show a 
decline of the same rale in output in 
AH, if wage cost and salary cost are 
separately taken note of in MMI, wage 
cost per unit of net output and salary 
cost to output show opposite trends. 
While wage cost has declined from Re 
0.98 to Re 0.44 showing a fall of 55 
per cent, the wage cost has increased 
by 22 per cent. However, the total wage 
and salary co$=t has declined by 37 per 
cent. 

The output of MMI to the total 
output of this region has varied from 
Re 0.29 to Rs 1.49 during all these five 
years, the years which roughly cover 
the period of the third five-year Plan. 
The MMI has thus accounted for 0.82 
per cent to 1.82 per cent of total em¬ 
ployment. 

Gujarat 

In this region we find that MMI 
employs 2.45 per cent of the total manu¬ 
facturing employment and contributes 
5.07 per cent to the total ouput of this 
region. The O/L co-efficient has been 
found to be more or less constant in 
AH. It fluctuates between Rs 3353 and 
Rs 3660. However, in MMI it has in¬ 
creased from Rs 2800 to Rs 3200, during 
the reference period, showing an in¬ 
crease of 14 per cent. 

As regards the O/K co-efficient in 
All, it has shown a decline of 42 per cent 
i.e. it has declined from Re 0.73 to Re 
0.42 during the period under review. 
This co-efficient in MMI has, of course, 
declined more sharply from 1.1 to 
0.86, showing a fall of 22 per cent. 
While the K/L co-efficient in MMI has 
shown an increase of only 38 per cent, 
in the case of All it has shown a spurt. 
It has increased more than the double 
of the original co-efficient. 

The input-output co-efficient in AII 
has increased from Re 0.67 to Re 0.74, 
showing an increase of 10 per cent and 
in MMI it has increased from 
Re 0,89 to Re 0.91 only. Non-capital 
cost has remained constant in All and 
has shown a slight increase from Re 
0.86 to Re 0,88 in MMI. Total of wage 
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and salary cost per unit of net output 
has remained constant. But if we take 
note of both of them separately, we 
find that wage cost has Hiown a slight 
increase, while salary cost has declined 
slightly in AU. In the case of MMI, as 
is clear from Table III (p, 952), wage and 
salary cost has declined by 27 per cent. 
But if we note them separately we find 
that wage cost per unit of output has a 
greater decline than salary cost. The 
former has shown a decline of 31 per cent 
and the latter has declined by two per 
cent only. 

Maharashtra 

Maharashtra has topped the list of 
industrially advanced regions. This 
can be examined by different ratios. 
The O/L co-efficient in All was highest 
during the period 1960-64 and varied 
between Rs 4139 and Rs 4932, and 
at the same time the O/L coefficient 
in MMI held the second position in 
Maharashtra among all the regions. 
The O/L co-efficient in MMI varied 
from Rs 4100 to Rs 5900. It shows 
that the value of product per worker 
has increased by 44 per cent during 
these five years. 

The O/K co-effidcni has declined by 
31 per cent in ATI while in MMI *t has 
declined by 15 per cent. The K/L co¬ 
efficient has increased in All and MMI. 
It has shown an increase of 73 per cent 
and 79 per cent respectively. 

As in Gujarat, input requirement for 
producing one rupee of output is,mini¬ 
mum in Maharashtra region also. How¬ 
ever, there has been a nine per cent in¬ 
crease in the co-efficient which has in¬ 
creased from Re 0.69 to Re 0.72. This 
increase in input cost may be justified 
by market conditions. In MMI it 
has increased by 35 per cent. Total cost 
of wage and salary per rupee of output 
has remained constant, it was Re 0.53 
in I960; and rose only to Re 0.54 
upto 1964. The salary cost has creas¬ 
ed by 51 per cent in All. in MMI 
the total of wage and salary cost has 
not increased much, In fact the wage 
cost has declined by 29 per cent but 
salary cost doubled itself by 1964. 

The MMI in Maharashtra has contri¬ 
buted 8.83 per cent of output to the 
total output and has provided 4.21 
per cent employment to the total fac¬ 
tory employment of the region. But 
this region had employed 26.14 per cent 
of total employment in MMI and 
contributed 32.4 per cent of the net 
output of the industry. 

Mysore 

Mysore also shows an appreciable 
increase in O/L. In the case of AH this 
co-efficient has increased from Rs 
2874 to Rs 4046 during the period under 
review showing a rise of 62 per cent. 
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llowever, in the case of MMI the co¬ 
efficient h^s risen by 142 per cept—that 
is an inertaese of 100 per tpfe over 
that of the increase in the Allcp-effi- 
oienL TJtc O/K co-efficient in 4^ has 
declined from Re 0.62 to Re 0 At show¬ 
ing a fall of 37 per cent while in MMI 
it has declined by 71 per cctu, The 
K/L is fhe highest in the region. Spe¬ 
cially it is of a high order in MMI 
and has increased from Rs 8415 to 
Rs 11956 during 1960 through 1964, 
showing an incresee of 42 per cent. 
However, in the case of All the co¬ 
efficient has increased by 102 per 
cent. The rate of increase in K/L co¬ 
efficient is higher in All as compared 
to MMI. 

The input-output co-efficient in Ail 
has declined from Re 0.71 to Re 0.66. 
As is witnessed in Table L in the case 
of All non-capital cost per rupee of 
output has fluctuated. However, both 
of these, i.e. input-output coefficient as 
well as non-capital cost, have not shown 
any definite trend in MMI. Not only 
the total of the wage and salary cost 
has declined in All by 15 per cent, a 
similar trend is found in the wage cost 
or in the salary cost when a separate 

Table V 

INDUSTRIES INCLUDED IN 
MACHINE-MAKING INDUSTRY 


Name of Industry No. of Industry 


(1) Boilers & steam 
generation plant 
and internal com¬ 
bustion engines , (360—1 and 3) 

(2) Textile machinery (360—-4.1) 

(3) Sugar machinery (360—4.41) 

(4) Chemical machi¬ 
nery (360—4.9) 

(5) Construct ion ma¬ 
chinery (360* 4.12) 

(6) Rice, dal & Hour 

mill machinery (360--4.14) 

(7) Refrigeration pla¬ 
nts for industrial 
use 

(8) Ball, •■oUers Sc 
tapped bearings 

(9) Machine tools 

(10) Tractors, har¬ 
vester 

(1J) Agricultural im¬ 
plements 

(12) Earth moving 
michinery 

(13) Air conditioner 
& refrigerator 

(14) Sewing machines 

(15) Weighing ma- 
chnes 

(46) Manufacture of 
machinery except 
electricals—others (360 — 13) 


Source: Annual Surveyor Industries 
Classification, 


(360—5,13) 

(360—6.1 & 6.2) 
(360—7) 

(360 *8.1) 

(360—8.2) 

<360- -10) 

(360-11.3) 

< 360— 11.5) 

(360—12) 
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analysis is also made. Though MMI 
wage cost per rupee of output has de¬ 
clined by 50 per cent and the total of 
wage and salary cost has also declined 
by 47 per cent yet the salary cost has 
been fluctuating. 

The MMI of the region has employed 
7.16 per cent of the total employed per¬ 
sons in this industry and has contri¬ 
buted 9,69 percent of the output to the 
total output of the industry, while this 
industry has contributed 8.77 percent 
of the total factory output in the re¬ 
gion and employed 5.91 per cent of the 
total factory employment. 

Punjab 

The trends in the O, L co-efficient 
show that in Punjab, in the case of 
All it has increased from Rs 2839 to 
Rs $867, while in MMI it has initially 
increased from Rs 2100 to Rs 3200 up- 
to 1963, but had shown a fall in 1964 
when the co-efficient was Rs 2300. The 
O/K co-efficient in the MMI has 
fallen from Rc 1.00 to Re 0.26 showing 
a decline of 72 per cent. In the case of 
All the O/K co-efficient has declined 
from Re 0.60 to Re 0.22. Again in 
All the K/L coefficient has increased 
by 272 per cent, but it has shown a 
bumper increase in the crt.se of MMI 
by recording an rise of 353 per cent. 

The input-output coefficient in the 
case of All has declined from Re 0 81 
to Re 0.77, showing a fail of five 
per cent that is, showing a slight de¬ 
crease in the cost of producing per rupee 
of output in All but in the case of MMI 
this coefficient has increased by live per 
cent. The total of wage and salary cost 
per rupee of output has declined by 24 
per cent. Taking note separately, the 
wage cost in AM has fallen by 29 per 
cent and the salary cos I has remained 
more or less constant. However, in 
MMI the total of wage and salary cost 
has declined from Re 0.81 to Re 0.76. 
Again separately this wage cost per 
rupee of net output has also declined 
more but the salary cost has increased 
a little. The MMI in the region has 
contributed very little to output and 
employment of MMI. 

The MMI of tins region has contri¬ 
buted 1.83 per cent of the total out¬ 
put of industry and has provided for 
3.34 per cent employment of the region. 
While MMI in Punjab has provided 
for 4.17 per cent of the total manu¬ 
facturing employment and has contri¬ 
buted 5 47 per cent to the total manu¬ 
facturing output of the region. 

Tamil Nadu 

The MMI of Tamil Nadu region 
contributes 7.77 per cent average net 
output to total output and employs 
4.20 per cent average of the total 
factory employment during the period 


under review. The O/L co-efficient in 
AO has increased by 18 per cent be. 
from Rs 3292 to Rs 3885, but the same 
coefficient in MMI has increased from 
Rs 2500 to Rs 4700, an increase of 
88 per cent. 

The O/K coefficient in All has declin¬ 
ed by 36 per cent but in MMI, it has 
declined only by 26 per cent; while K/L 
has increased by 64 per cent in All. it 
has also shown much more increase in 
the case of MMI. In fact it has in¬ 
creased from Rs 2471 in I960 to Rs 
6265 through 1964 showing an increase 
of 153 per cent. 

The input-ouput coefficient has re¬ 
mained constant. The Alt input re¬ 
quirement for producing one rupee of 
output has been of the order of Re 
0.72. However, it is interesting in this 
regard that non-capital cost has re¬ 
corded slight fluctuation. It has fluc¬ 
tuated between Re 0,81 to Rc 0.82. 
On the whole, the input-o uput co¬ 
efficient for MMI has changed by nine 
per cent, whereas the non-capital cost 
has changed by 4.5 per cent. The 
total wage and salary cost per rupee 
of net output remained more or 
less constant and varied only bctvveeji 
Re 0.49 Lo Rc 0.51 in Ail. The salary 
cost per rupee of output has risen from 
Rc 0.09 to Re 0.13, an increase of 44 
per cent but the wage cost like that of 
of other regions has recorded a slight 
fall. In the case of M,Mi the total wage 
and salary cost has declined by eight 
per cent, in spite of an increase of 
40 per cent in salary cost per rupee of 
output. The special feature of Tamil 
Nadu is that it is the only region where 
much decline has not taken place in 
wage and salary cost. The MMI of 
this region contributes 9.06 per cent to 
the output of the industry and accounts 
for 11.98 per cent employment in the 
total employment of this region. 

I tfar Pradesh 

The O/L coefficient in All has in¬ 
creased from Rs 2726 to Rs 3061, 
showing an increase of 12 per cent but 
the co-efficient in the MMI has increa¬ 
sed by 87 percent. The productivity of 
capital or O/K co-efficient has declined 
in All as well as in MMI. It has dec- 
dined from Rc 0.66 to Re 0.27, a 
drop of 59 per cent, in All. and from 
Re 0.79 to Re 0.50 showing a decline of 
37 per cent in MMI. The K/L coeffi¬ 
cient has increased from Rs 4097 to 
Rs 11301 showing an increase of 176 
per cent in AIL in MMI, it has shown 
an increase of 197 percent raising the 
co-efficient from Rs 1894 to Rs 5636. 

The input-output ratio in All has 
remained more or less constant and 
has hardly fluctuated between Rc 
0.77 to Re 0.79 during the period under 
re\iew. The co-efficient has also fluc¬ 
tuated in MMI betw'ecn Re LOO to Re 


0.96. The total of wage and salary 
cost per rupee of output as well 
as wage cost and salary cost, taken note 
of separately has remained more 
or less constant in All, In MMI, where¬ 
as the total of wage and salary cost has 
declined from Re 1.00 to Re 0.62 per 
rupee of output showing a fall of 
40 per cent, the salary cost as well as 
wage cost, taken note of separately, 
have also shown a decline of 48 |>er 
cent and 38 per cent respectively. While 
the wage cost has declined from Re 
0.77 to Re 0.48, the salary cost has 
fallen from Re 0.27 to Re 0.14, 

The MMI of the region has contri¬ 
buted 1,46 per cent output and 2.69 
per cent employment to total output and 
employment of MMI. While MMI 
in UP has employed 1.28 per cent of 
the total factory employment and has 
contributed two per cent output to the 
economy of the region. 

West Bengal 

The O/L coefficient in All has in¬ 
creased from Rs 3317 to Rs 3861, show¬ 
ing an increase of 16 per cent. Also, 
it has increased in MMI by 35 per cent 
i e. from Rc 0.40 to Re 6.54. This is 
the only region where the O/K co¬ 
efficient has remained stable. The in¬ 
crease in the K/L coefficient in MMI, 
however, is only 37 per cent which is 
the minimum increase. As compared 
to the other regions il has increased 
from Rs 3749 to Rs 5129 in MMI. 
While in All the O/K coefficient has 
declined by 42 per cent from Rc 0.71 
to Rc 0.41 during the period under re¬ 
view and K/L has increased from Rs 
4638 to Rs 3382, showing a rise of 
102 per cent. 

In All the input-output co-efficient 
has remained stable. It was Re 0.73 per 
rupee of output. While in these indus¬ 
tries the non-capital cost has shown 
a slight decline from Rc 0.87 it 
came down to Rc 0.83. In the same 
way in MMI. the input-output co-effi¬ 
cient as well as non-capital cost has 
fallen. The foimer has registered a fall 
of 12 per cent and the latter has de¬ 
clined by 11 per cent. The total 
wage and salary cost of output in All 
had slight variations. It has shown a 
decline of five per cent. The wage cost 
in All has declined by nine per cent 
while the salary cost has increased a 
little. However, in MMI total cost of 
wage and salary has declined from 
Re 6.62 to Re 0.55, taking note of wage 


A CORRECTION 

In the article “An Outstanding Judgment” 
which appeared in Eastern Economist of 
Novoff ber 19, 1971, Mr Justice Vimadalal of 
the Bombay High Court was incorrectly re¬ 
ferred to as a Supreme Court Judge (cf. page 
903), The error »s regretted. —EDITOR. 
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Table I 

PRODUCTIVITY TRENDS : ALL INDIA INDUSTRIES 


t? AoirtRK 


* 

Years 




1960 

1961 

1962 

1963 

1964 

Alblndia 






V/K 

.67 

.66 

.48 

.45 

.45 

V/L 

3349 

3536 

3725 

3969 

3828 

K/L 

4985 

5357 

7818 

8823 

8478 

CN/O 

1.97 

.61 

.83 

.82 

.80 

Bihar 

V/K 

.31 

.32 

.37 

.34 

.34 

V/L 

4545 

4597 

5368 

5174 

5285 

K/L 

14874 

14167 

14370 

14993 

! 5732 

CN/O 

.84 

.84 

.79 

.77 

.80 

Gujarat 

V/K 

.73 

.60 

.43 

.46 

.42 

V/L 

3462 

3529 

3368 

3660 

3444 

K/L 

3768 

4334 

5638 

7896 

8277 

CN/O 

.88 

.83 

.85 

.83 

.84 

Maharashtra 

v/K 

.86 

.87 

.78 

' ,70 

.59 

V/L 

4139 

4352 

4841 

5061 

4932 

KL 

4797 

5008 

6209 

7242 

8293 

CN/O 

.81 

.83 

.82 

.82 

.83 

Mysore 

V/K 

,60 

.69 

.72 

.58 

.42 

V/L 

2874 

3342 

3788 

4668 

4046 

KL 

4807 

4814 

5256 

8049 

9715 

CN/O 

.82 

.79 

.77 

.73 

.75 

Punjab 

V/K 

.60 

.42 

.40 

.34 

.22 

V/L 

2739 

3493 

3515 

4158 

3867 

K/L 

4586 

8215 

8774 

8709 

17067 

CN/O 

.89 

.86 

.86 

.83 

.8! 

Tamil Nadu 

V/K 

.84 

.81 

.70 

.57 

.60 

V/L 

3292 

3762 

4032 

3962 

3885 

K/L 

3930 

4667 

5784 

6909 

6438 

CN/O 

.83 

.82 

.81 

.82 

.81 

Uttar Pradesh 

V/K 

.66 

.59 

.58 

.55 

.27 

V/L 

2726 

2716 

2645 

2895 

3061 

K/L 

4097 

4171 

4537 

5278 

11301 

CN/O 

.87 

.88 

.89 

86 

.86 

West Bengal 

V/K 

.71 

.65 

.50 

.48 

.41 

V/L 

3317 

3329 

3819 

3982 

3861 

K/L 

4638 

5113 

7572 

8265 

9382 

CN/O 

.87 

.87 

.84 

.83 

.83 


V»« Value Added or Net Output. O—Gross Output. CN= 
Non-Capital Cost. K—Capital. V/L—O/L 


TablbII 

PRODUCTIVITY RATIOS : MACHINERY (EXCEPT 
ELECTRICALS) 


Regions 



Years 




1960 

1961 

1962 

1963 

1964 

AH India 

V/K 

.83 

.80 

.69 

.73 

.59 

V/L 

3800 

3800 

4100 

4000 

4700 

K/L 

4027 

4764 

5925 

5490 

2892 

CN/O 

.84 

.79 

.85 

.90 

.88 

Bihar 

V/K 

.75 

,45 

.40 

.62 

.07 

V/L 

2000 

1400 

2900 

2000 

4400 

K/L 

2644 

3038 

7330 

3155 

6002 

CN/O 

.91 

.97 

.85 

.99 

.92 

Gujarat 

V/K 

1.1 

i ,2 

t 2 

.90 

.86 

V/L 

2800 

3400 

3000 

3100 

3200 

K/L 

2688 

2897 

2548 

3411 

3719 

CN/O 

,86 

.82 

.83 

.87 

.88 

Maharashtra 

V/K 

1.1 

.82 

.79 

.86 

.85 

V/L 

4100 

4400 

4600 

4800 

5900 

K/L 

3895 

5350 

5875 

5627 

6986 

CN/O 

.81 

.83 

.85 

.88 

.92 

Mysore 

V/K 

.45 

.40 

.42' 

.47 

.77 

V/L 

3800 

6800 

6900 

5900 

9200 

K/L 

8415 

17131 

16490 

12490 

11956 

CN/O 

.65 

.60 

.64 

.68 

.55 

Punjab 

V/K 

1.1 

l.l 

.56 

.51 

.26 

V/L 

2100 

2700 

2800 

3200 

2300 

K/L 

1988 

2579 

4960 

6166 

9001 

CN/O 

.92 

.87 

.93 

.89 

.96 

Tamil Nadu 

V/K 

1.1 

.87 

.74 

.78 

.74 

V/L 

2500 

3300 

3400 

3200 

4700 

K/L 

2471 

3753 

4641 

4102 

6265 

CN/O 

.86 

.82 

.85 

.89 

.90 

Uttar Pradesh 

V/K 

.79 

.94 

.55 

.75 

.50 

V/L 

1100 

6600 

6700 

7100 

9800 

K/L 

1894 

2307 

3536 

2713 

5636 

CN/O 

.99 

.90 

.92 

.98 

.88 

West Bengal 

V/K 

1.1 

1.0 

1.2 ' 

.93 

J .1 

V/L 

3400 

4300 

5000 

4900 

6100 

K/L 

3749 

4131 

4014 

4772 

5129 

CN/O 

.84 

.74 

.74 

.81 

.75 
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Table 111 


Table IV 


COST RATIOS : ALL INDIA INDUSTRIES 


COST RATIOS: MACHINERY (EXCEPT ELECTRICALS) 


Regions 


1960 1961 


Years 

1962 


1963 


1964 i 


All-India 

I/O 

1.69 

.73 

.61 

.62 

.73 

Ws/O 

.55 

.54 

.55 

.53 

.54 

w/o 

.43 

.42 

.42 

.40 

.39 

s/o 

.13 

.12 

. 13 

.13 

. 15 

Bihar 

I/O 

.75 

.78 

.73 

.69 

.72 

. Ws/O 

.63 

.63 

.52 

.55 

.52 

W/C) 

.44 

,47 

.37 

.40 

.36 

s/o 

.19 

16 

. 15 

.15 

. 15 

Gujarat 

I/O 

.67 

.69 

.72 

.72 

.74 

Ws/O 

.59 

.55 

.61 

.57 

.61 

w/o 

.49 

.46 

.50 

.46 

.48 

s/o 

JO 

.096 

.11 

.11 

.13 

Maharashtra 

l/o 

.69 

.70 

.70 

.71 

.72 

Ws/O 

.53 

.52 

.51 

.51 

.54 

W/O 

.40 

.42 

.42 

.41 

.39 

s/o 

.090 

.096 

.098 

.100 

.150 

Mysore 

I/O 

.71 

.68 

.67 

.63 

.66 

Ws/O 

.53 

.48 

.44 

.40 

.45 

W/O 

.36 

.35 

.32 

.28 

.30 

s/o 

. 17 

.13 

.12 

. 13 

J5 

Punjab 

I/O 

.81 

.79 

.80 

.77 

.77 

Ws/O 

.57 

.47 

.50 

.43 

.43 

w/o 

.44 

.37 

.38 

.33 

.31 

s/o 

. 13 

.098 

. 13 

JO 

.12 

Tamil Nadu 

l/o 

.72 

.71 

.72 

.72 

.72 

Ws/O 

.49 

.49 

.49 

.51 

.51 

W/O 

.40 

.41 

.40 

.41 

.38 

S/O 

.09 

.08 

.09 

.10 

13 

Uttar Pradesh 

I/O 

.78 

.78 

.79 

.77 

.77 

Ws/O 

.56 

.57 

.63 

.58 

.57 

W/O 

.45 

.46 

.51 

.45 

.44 

s/o 

.11 

.11 

. 12 

. 12 

. 12 

West Bengal 

I/O 

.73 

.75 

.73 

.73 

.73 

Ws/O 

.60 

.60 

.56 

.54 

.57 

wo 

.44 

.45 

41 

.39 

.40 

S/O 

. 16 

. 16 

.15 

JS 

.17 


Ws - Total Cos! of Wage and Salary. W Total Cost of 
Wage. S .Total Cost of Salary 


Regions 


* 

Years 



1960 

1961 

1962 

1963 

1964 

All India 

I/O 

.88 

.83 

.90 

.94 

.92 

Ws/O 

.65 

.62 

.61 

.62 

.56 

w/o 

.49 

.46 

.43 

.45 

.37 

s/o 

.16 

.16 

. 18 

.17 

J9 

Bihar 

r/o 

.97 

1.07 

.95 

1.04 

.96 

Ws/O 

.94 

J .15 

.82 

.95 

.78 

W/O 

.96 

.95 

.61 

.76 

,44 

S/O 

.28 

.20 

.21 

.19 

.34 

G ujarat 

I/O 

.89 

.86 

.86 

.90 

.91 

Ws/O 

.66 

.54 

.51 

.52 

.48 

W/o 

.48 

.37 

,37 

.38 

.35 

S/O 

.18 

.17 

.14 

.14 

.15 

Maharashtra 

I/O 

.71 

.87 

.89 

.92 

.96 

Ws/O 

.54 

.57 

.56 

.54 

.51 

W/O 

.45 

.46 

.41 

.41 

.32 

S/O 

.09 

.11 

.15 

. 13 

.19 

Mysore 

I/O 

.73 

.69 

.72 

.76 

.62 

Ws/O 

.33 

.24 

.24 

.25 

.17 

W/O 

.37 

.26 

.27 

.28 

. 18 

s/o 

.23 

.27 

.23 

.22 

. 14 

Punjab 

I/O 

.95 

.90 

.97 

.94 

I .00 

Ws/O 

.81 

.65 

.68 

.65 

.76 

W/O 

.67 

.56 

.52 

.48 

.58 

S/O 

.14 

.09 

.16 

.17 

.18 

Tamil Nadu 

I/O 

.88 

.86 

.89 

.94 

.96 

Ws/O 

.59 

.56 

.58 

.68 

.54 

W/O 

.49 

.49 

.45 

.56 

.40 

s/o 

.10 

.06 

.13 

.12 

.14 

TJttar Pradesh 

I/O 

1.01 

1.04 

.97 

1.01 

.96 

Ws/O 

1.04 

.70 

.77 

.75 

.62 

W/O 

.77 

.55 

.63 

.63 

.48 

s/o 

.27 

J5 

.14 

.12 

.14 

West Bengal 

.I/O 

.91 

.77 

.78 

.85 

.80 

Ws/O 

.37 

.38 

.36 

.39 

.32 

W/O 

.40 

.41 

.38 

.42 

.35 

S/O 

.22 

.21 

.23 

.23 

.20 
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cost and salary cost separately, it has 
also declined. 

This region holds the second position 
in contributing the ofitput and em¬ 
ployment of MMI. This region has 
contributed 16.44 per cent of net out¬ 
put to the total industry’s net output 
and has provided employment to 15.2 
per cent of the total employment of the 
industry. 

The object of this article has been 
the location of the main causes res¬ 
ponsible for the obscived intcr-region 
differentials in O/JL co-efficient as well as 
i,n O/K co-efficient. The study shows 
that the former is low in those regions 
whose industrial pattern is based large¬ 
ly on labour-intensive industries. The 
O/L co-efficient, therefore, becomes vital 
in the analysis. This co-efficient, how¬ 
ever, has been found to vary among 
different regions. Whereas it was as 
high as Rs 4934 in Bihar and Rs 4665 
in Maharashtra, it was as low 
as Rs 2808 in UP and Rs 3554 in Pun¬ 
jab. The O/L co-efficient thus shows 
that in the latter two states, i.e, UP and 
Punjab where the coefficient is mini¬ 
mum, there is a higher proportion of 
labour-intensive industries. However, 
it is interesting to note that the maxi¬ 
mum-minimum values of such co¬ 
efficients in MMI and All have been 
near about in the same regions except¬ 
ing that the O/L for All is highest 
in Bihar, while for MMT it is the highest 
in Mysore. The maximum value in 
MMI is Rs 6532 and Rs 4560 in Mysore 
and Maharashtra respectively the mini¬ 
mum has been Rs 2100 and Rs 2620 in 
UP and Punjab respectively. 

The I/O coefficient has also shown 
variation among different regions. 
While the cost of producing one unit 
of output in AIT is maximum in Punjab 
(Re 0,79) and minimum in Mysore 
(Re 0.67) in MMI it is maximum in 
UP (Re 1.00) and minimum in Mysore 
(Re 0 70). In regard to the contribu¬ 
tion to the employment and output, 
the study shows that in the case of MMI, 
Maharashtra contributes about one- 
third (i.e. 3C per cent) to output and 
provides employment to 26 per cent 
ot the total workers. The study shows 
that Maharashtra, West Bengal and 
Bihar are the first three contributors in 
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MMI in descending order of their cont¬ 
ributions* 
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2. The term “region** is synonym of state. 

3. Thu industries included under the head 
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“Machine-making industry” am set out in 
Table V. 

4. The machine making industry needs no 
emphasis. It is important, because it is basic 
both to expansion and to nmimainancc of 
industry and agriculture. 

5. This period has been chosen to avoid 
non-comparability of C1M and ASldata. 

6. Sinha, J.N. t Sawhney, P.K., Op. Ot p 12. 

7. Investment Cost Index for the Indian 
Economy . T.R. Talwar; presented in the Sixth 
Indian Conference on Research in National 
Income, May 1968, Bangalore. 

8. Input excludes total cost of wage & sa¬ 
lary and output represents gross output. 
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FROM THE PRESS GALLERY 


NEW DELHI, Friday. 

Wmi thii winter session of Parlia¬ 
ment starting against the backdrop of 
warlike postures adopted by the Pakis¬ 
tani forces on our borders, both in the 
east and north-west, the continuing 
massive influx of refugees from Bangla 
Desh and the steadily mounting pres¬ 
sures on the priceJine, it was natural 
that the proceedings in the two Houses 
during the inaugural week ending to¬ 
day, should have been dominated by 
these vital issues. The three subjects 
frequently came up for discussion in 
both the Houses in some form or other 
with members belonging to the oppo¬ 
sition as well as the treasury benches 
expressing their deep concern over 
them. 

The direct link between the first two 
issues is apparent; the massing of 
troops by the military regime in West 
Pakistan on our borders is the outcome 
of the mistaken belief of these military 
overlords that the freedom struggle 
in Bangla Desh has been inspired by 
our government. The adverse impact 
of these two issues on the price level 
in our country in particular and the 
economy in general, however, was 
correctly emphasised by the govern¬ 
ment spokesmen for the first time. They 
rightly argued that the action of the 
West Pakistani military junta amounted 
to a serious aggression against our 
country. The throwing out by the West 
Pakistani forces nearly lOmillion people 
from Bangla Desh, who are being given 
refuge here on humanitarian grounds, 
is having a crippling effect on our 
economy. With assistance from abroad 
being just negligible, our already strin¬ 
gent financial resources are being 
strained to the utmost. 

Prerequisite for Parleys 

The government spokesmen reite¬ 
rated that a solution to the Bangla 
Desh problem ultimately la> in General 
Yahya Khan. having negotiations 
with the democratically elected A warn i 
League leaders, the prerequisite for 
these parleys being the unconditional 
release of Sheikh Mujibur Rehman. 
They emphasised again and again that 
India was in no way a party to the 
Bangla Desh tangle and as such could 
not agree to any talks on the issue with 
the West Pakistani regime. If General 
Yahya Khan wanted to have talks on 
the other long outstanding issues bet¬ 
ween India and Pakistan, the govern- 
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ment of India was always prepared for 
such talks. 

Our government’s determination to 
send back all Bangla Desh refugees 
was also reiterated. But it was stressed 
that they could return to their homeland 
only when conditions for their peaceful 
living there were created. For this 
purpose a political solution of the 
Bangla Desh problem was essential. 
In a statement on the Prime Minister’s 
recent tour of the western world, it 
was said that there was now a better 
appreciation on the part of the leading 
western countries of our viewpoint on 
the Bangla Desh issue. They fully 
recognised the restraint we have exer¬ 
cised till now. 

Referring to the war preparations by 
Pakistan, the Defence Minister, Mr Jag- 
jivan Ram, cautioned the Pakistani 
military regime that if it dared attack 
us,' the war would be carried and fought 
on Pakistan's soil. Both the Defence 
Minister and the Prime Minister re¬ 
fused to withdraw our forces from the 
borders until and unless the Bangla 
Desh problem was resolved. They stres¬ 
sed that our forces had to be moved to 
the borders only when Pakistani forces 
had been massed there. The simulta¬ 
neous withdrawal of the forces of the 
two countries, as suggested by General 
Yahya Khan, it was pointed out, would 
be advantageous only to Pakistan, for 
unlike Pakistan’s, our cantonments 
were far away from the borders. 

Defence Preparedness 

The parliamentarians were taken into 
confidence about our defence prepared¬ 
ness, but it was emphasised that the 
government did not want any war with 
Pakistan. It would go to any length to 
obviate it. The government desired all 
the friendly countries to exert pres¬ 
sure on Pakistan for a political solut¬ 
ion of the Bangla Desh issue. 

Sharing the concern of members 
over the recent steep rise in the prices 
of consumer goods and industrial raw 
materials, the Finance Minister, Mr 
Y. B. Chavan, revealed in the Lok 
Sabha this week that the government 
had decided to impose strict credit 
control with a view to curbing specu¬ 
lative activities, various other strin¬ 
gent measures were also contemplated 
against profiteers and hoarders. At¬ 
tempts were being made to contain 
the inflationary pressure through var¬ 
ious fiscal and monetary measures. The 
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Finance Minister felt that among the 
various factors responsible for the rise 
in prices, the contribution of the large 
influx of refugees from Bangla Desh 
and the overdrafts by state governments 
were no small. The Minister of State 
for Finance, Mr K. R. Ganesh detai¬ 
led the steps which had already been 
taken by the government to contain 
the price spiral. These included : (i) 
curbing and even banning, of forward 
deals in such commodities as edible 
oils, seeds and gur; (ii) restricting of 
non-Pian expenditure both at the centre 
and the states with a view to releasing 
funds for the Bangla Desh refugees; 
and (Hi) liberalisation of imports of 
such raw materials as cotton, steel and 
edible oils. He hoped that these meas¬ 
ures would have a perceptible effect on 
the price level in the coming months. 
Mi Chavan in his intervention, of 
course, assured the House that the 
credit policy of the government during 
the current busy session, which was 
being finalised, would be liberal enough 
in so far as the requirements of the prio¬ 
rity sector were concerned. The Rajya 
Sabha is expected to have a full-fledged 
debate on the prices issue shortly. 

Rural Employment 

A good deal of concern was voiced 
in the Rajya Sabha this week over the 
delay in the implementation of the 
crash programme of providing emp¬ 
loyment in rural areas for which a pro¬ 
vision of Rs 50 crores had been made 
in the union budget for the current 
financial year. The Minister of State for 
Agriculture, Mr Sher Singh, was assail¬ 
ed not only by the opposition but also 
by several members of his own party 
when he could not give information 
about the number of persons provided 
employment under this crash pro¬ 
gramme or about the money actually 
spent so far. The Minister put the 
blame for the slow implementation of 
the scheme on the state governments 
by suggesting that they had inordi¬ 
nately delayed the submission of their 
proposals. 

For several hours, the Lok Sabha 
deliberated upon the report of the 
Commissioner for Linguistic Minorities. 
During this debate, many members 
criticised the government for the tardy 
implementation of this report in several 
states. Some even suggested that in 
view of the above, the office of the 
Commissioner itself should be abolish¬ 
ed. In his reply, the Minister of State 
for Home Affairs, Mr R. N, Mirdha, 
assured the House that the centre 
would take up the question of prompt 
implementation of the recommendatons 
of the Commissioner with the state 
governments. The office of the Commis¬ 
sioner would also be strengthened for 
better co-ordination and more inspect- 
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ions. He reyelaed that the Prime Min* 
inter herself had taken up with the gove¬ 
rnments of Uttar Pradesh and Bihar 
the question of providing adequate 
facilities to the Urdu-speaking people 
there. As a result, special arrange¬ 
ments were now being made to over¬ 
come the shortage of teachers and text¬ 
books in Urdu. The UP government 
had also set up a board of studies in 
Urdu. More facilities than hitherto 
were similarly being provided to the 
Sindhi speaking people. 

The Lok Sabha this week permitted 
extension of President's Rule in Mysore 
for a further period of six months 
from November 25. During the debate 
on the issue, the state administration 
came in for a good deal of criticism for 
being “inactive and status quoist”. 
U was regretted that the Parliamentary 
Consultative Committee for Mysore 
had not met even once during the first 
six months of President's Rule in the 
state. One member suggested that the 
state governors should be elected in¬ 
stead of being appointed by the centre. 

Bills Adopted 

Among the bills adopted by the Rajya 
Sabha this week were: (/) the Industrial 
Disputes (Amendment) Bill; and (ii) 
the Contempt of Courts Bill. The 
former bill, seeking to amend the 
parent Act with a view to giving the 
Labour Tribunal more pewers in 
adjudication proceedings relating to 
the discharge or dismissal of workers 
and to provide for the payment of full 
compensation to the workers of mining 
undertakings which would close down 
due to exhaustion of reserves, was 
generally supported by all the sections 
of the House. In his reply to the debate 
on the bill, the Minister for Labour 
and Rehabilitation, Mr R. K. Khadilkar 
revealed that he wanted to have a com¬ 
prehensive review of the industrial 
laws in tfve country. This, he added, 
would be done at the appropriate 
time”. Mr Khadilkar further stated 
that the government was actively consi¬ 
dering the question of modifying the 
definition of “worker” to include hos¬ 
pital employees and other workers not 
covered by the present laws. He regret¬ 
ted that trade unions were taking a long 
time in agreeing on the question of the 
recognition of unions and bargaining 
agents. 

The Contempt of Courts Bill, which 
sought to define and limit the powers 
ofoertain courts in punishing contempt 
of courts and to regulate their proce¬ 
dures, was also welcomed by almost 
all the speakers participating in this 
debate. 

The Lok Sabha referred to a select 
committee the Taxation laws (Amend¬ 
ment) Bill which seeks to amend the 
Income-Tax Act, the Wealth Tax Act 


and the Gifts Act with a view to plug¬ 
ging some loopholes in these Acts, 

The following important information 
was provided by government spokes¬ 
men in the two Houses : 

Joint Ventures Abroad : Of the 126 
joint ventures abroad in which Indian 
participation has been approved by the 
government, 37 have been abandoned 
altogether 61 are in the various stages 
of implementation and 28 have gone 
into production. Periodical reviews are 
undertaken to evaluate the performance 
of these ventures and to find out the 
difficulties experienced by Indian entre¬ 
preneurs in impelemtning their schem¬ 
es. Following the publication of a 
brochure by the Federation of Indian 
Chambers of Commerce and Industry 
on these joint ventres in which several 
suggestions have been made to en¬ 
courage their establishment, the gov¬ 
ernment has recently constituted an 
inter-ministrial committee, consisting 
of representatives of the concerned 
ministries, for an expeditious exami¬ 
nation and approval of proposals. 

A detailed application form has been 
introduced so that the necessary infor¬ 
mation can be furnished by the appli¬ 
cants in the very first, instance. A 
separate cell in the Ministry of Foreign 
Trade has been created for the speedy 
disposal of the proposals received. In¬ 
formation about the investment oppor¬ 
tunities abroad is collected on regular 
basis and disseminated to the con¬ 
cerned interests through well-established 
channels. 

Tea Corporation : The proposed tea 
corporation in the public sector will 
market tea in packets in India as well 
as abroad. It will also manage tea 
estates wherever necessary. 

States Overdrafts : Eight states were 
running overdrafts totalling Rs 254 
crores as on November 5, 1971. The 
deficits which had been left uncovered 
in the state budgets for 1971-72 added 
up to Rs 204 crores. The states having 
overdrafts were : Andhra Pradesh 

(Rs 44.59 ctores), Rajasthan (Rs 44.83 
crores), Tamil Nadu (Rs 58.66 crores), 
Mysore (Rs 40.62 crores), Mahara¬ 
shtra (Rs 29.63 crores), Kerala (Rs 
24,73 crores), Bihar (Rs 8.08 crores) 
and Assam (Rs 2.90 crore). 

Jute Mills : There is no proposal at 
present under the consideration of the 
government to nationalise or take over 
jute mills. 

Foreign Capital : No basic changes 
are contemplated in the government 
policy of allowing foreign private in- # 
vestments on a selective basis. The 
present policy has led to sharp decline 
in foreign controlled capital and has 
brought about an increase in the credit 
capital This change i$ considered to 
be a healthy one. 

Smfch Car : The decision on the 


type of the small car to be produced in 
the public sector has been put off 
pending a further study of certain 
matters regarding the proposal. The 
report of the committee of officials 
appointed in October, 1970, to go into 
all aspects of the proposal was consi¬ 
dered by the technical group of the 
Ministry of Industrial Development 
towards the end of last month. The 
government went into the report early 
this month, but felt that certain aspects 
needed further consideration. A quick 
study of these matters has been order¬ 
ed. As soon as this study is over, the 
government will take a decision in the 
matter. The models under considerat¬ 
ion arc French Renault, Italian Alfa 
Romeo and Fiat, West German Volks- 
wagon, Japanese Toyota and Czech 
Skoda. 

AIR Units : New transmission stat¬ 
ions are being set up at Chhattarpur, 
Ambikapur. Jagdalpur and Rewa in 
Madhya Pradesh and Towang and 
Tezpur in the eastern region to provide 
coverage to tribal area. In addition, 
the existing stations at Shillong, Vi$a- 
khapatnarn, Aijal, Imphal, Kohima and 
Jeyporc are being strengthened by instal¬ 
ling more powerful transmitters. The 
total cost of setting up new stations 
and the expansion programme of the 
existing ones is estimated to be about 
Rs 6.75 crores. 
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WINDOW ON THE WORLD 

West Germany 

JDSSLEYN 

LONDON. 

I 

WEST GERMAN GROWTH 

A SHORT quarter of a century after the 
close of the second World War, the 
power of West Germany has been res¬ 
tored and the Federal Republic is con¬ 
sidered to be one of the strongest part- 
ners of the North Atlantic Alliance and 
the European Economic Community. 
This economic and political recovery 
had, until recent months, been carried 
out against a background of monetary 
stability, but the decision of the West 
German government to float the DM on 
May 10, 1971, has given rise to con¬ 
siderable debate, since it is just one 
more aspect of the monetary crisis 
through which the western world has 
been passing in the last few years. It 
has considerable repercussions. (1) in¬ 
side West Germany owing to the prob¬ 
lems that it raises for exporters, and (2) 
internationally, above all within the 
Common Market. 

Over the last quarter of a century, 
the Federal Republic of Germany has 
registered one of the most rapid 
growth rates among the leading in¬ 
dustrial countries: GNP more than 
trebled between 1958 and 1970 a 
remarkable performance surpassed 
only by Japan. Such a rapid recovery 
was to some extent certain in a country 
which had been devastated, but which 
had a large skilled labour force and a 
long industrial tradition behind it. 

Political Stability 

Recovery, originally made possible 
by aid from the western allies, was 
speeded by the political stability and 
economic continuity contrived by 
Chancellor Adenauer and Dr 
Erhard, whose “Social Market Econo¬ 
my” now linds a staunch supporter in 
Professor Karl Schiller, West German 
Minister of Economics and Finance 
since 1969. 

Dr Erhard’s doctrine of economic 
liberalism led to a steady growth in in¬ 
dustrial production, a steady improve¬ 
ment in the standard of Jiving and a 
large and favourable trade balance. 
The means of this expansion lay not 
only in the traditional qualities of the 
West German people, reflected in ex¬ 
ceptionally good labour relations until 
1969, but also <n the scale of invest- 
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ment, the building of production facili¬ 
ties on an international scale, the energy 
and drive of industrialists who, accord¬ 
ing to the Minister of Economic Affairs, 
have invested no less than DM 21,000 
million outside West Germany since 
1952, and also m the skill with which 
West Germany’s economic leaders were 
able to direct this expansion of free 
enterprise. 

In the level of investments. West 
Germany takes third place behind 
Japan and France for the year 1957- 
1969, and the amounts involved in¬ 
creased by 100 per cent over the period 
(Japan: 460 per cent, France: 160 per 
cent). This development is linked to 
the overfull employment on the labour 
market until recent months (there are 
two million foreign workers in West 
Germany who have since 1961 partly 
taken up the roles formerly played 
by refugees from communist count- 
tries) and to the willingness and ability 
of the West German people to save. 
According to a study by the Berlin 
Economic Research Institute, house¬ 
hold savings have increased fifty times 
over the last 20 years. 

Capital Equipment 

The weight of these massive invest¬ 
ments has been directed towards capi¬ 
tal equipment, while marginal industrial 
concerns and agriculture have lagged. 
In this latter sector, the development 
can be summarised in two figures: in 
1950 there were 3,885,000 people em¬ 
ployed in agriculture; nine years later 
there were only 1,166,000. Mergers 
continue to take place and there were 
about 300 large incorporations in 1970 
compared with 168 in 1969. 



GNP 
(in $000 
million) 

GNP 
per capita 
(in $) 

USA 

978,000 

4,760 

Japan 

196,000 

1,900 

W. Germany 

185,000 

3,070 

France 

146,000 

2,870 

UK 

118,000 

2,110 


While West Germany’s main effort 
has not been concentrated on *‘spear* 
head” industries (computers, electro¬ 
nics, aeronautics), shejias, to mention 
only the most important, powerful 
mechanical, chemical and electrical en¬ 
gineering industries, and large steel and 
automobile industries. About sixty 
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companies with sates exceeding DM 
1,000 million are alone responsible fot 
half the sales made by West German 
industry* Of the 55 leading world coin- 
panics outside the United States, 13 
are West German. 

Full employment and the fcb* 
sence of labour unrest lay behind the 
stability of the currency between 1950 
and J969. But this “overprosperity** (in 
1969, 20 per cent of industrial pro¬ 
duction was exported and for many 
years the trade balance was extremely 
favourable), led to pressure from wes¬ 
tern partners (especially the USA), 
which were trying to combat inflation 
and whose balance of payments 
were deteriorating, forcing the Federal 
Republic to revalue the D-mark by 
9.3 per cent. 

Objects Achieved 

This revaluation was intended to 
reduce the favourable trade balance 
by miking West German products 
mere expensive for foreigners and facili- 
t ati ng the access of cheaper foreign pro¬ 
ducts to West Germany. It was thus 
hoped to put pressure on home market 
prices and to check speculation which 
was attracting international floating ca¬ 
pital towards the D-Mark. Both these 
aims appear to have been achieved, at 
least in part, since the currency market 
seems to have settled down for the time 
being while the expansion of the eco¬ 
nomy was slowed down, so much so 
that West German industrialists now 
even fear a recession. Nothing, how¬ 
ever, suggests that there is any likeli¬ 
hood of any stabilisation in the cost 
of living in the near future—a problem 
which West Germany shares with vir¬ 
tually every industrialised country in 
the world. 

Wages and prices are at present 
spiralling. Wages rose by some 15 
per cent last year and this puts West 
Germany ahead ofmost other industrial 
countries, on a par with Britain 
but in front of Italy and the United 
States. There was no let-up in this 
pressure during the first half of the 
year: the chemical industries have just 
obtained a 7.8 per cent increase and 
improvements in fringe benefits. Even 
higher claims by some trade unions far 
exceed the 8 to 10 per cent rates con¬ 
sidered as reasonable by government 
officials and employers. The subsequent 
rise in price (4 per cent in 1970), mode¬ 
rate by current international standards 
scares stiff the average West German* 

This inflationary trend coincides with 
a levelling off in growth, which has be¬ 
come more and more evident over the 
last year. There has been a drop in 
order books, an easing of the tension 
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on the labour market, and the reduction 
of working hours in some sectors. The 
government has so far considered that 
there was more danger of inflation than 
of a serious slowdown in economic 
growth and the steps t^ken to reduce 
inflation in Ju y, 1970, are still having 
an effect. This is true of the temporary 
surtax of 10 per cent for private indivi¬ 
duals and corporations, which was 
kept in force until June 30, 1971, as well 
as the prohibition of declining-balance 
depreciation for six months. These 
measures were completed in September 
by the introduction of coefficients for 
the setting up of special reserves on in¬ 
creased banking commitments. 

Finally, the discount and Lom¬ 
bard rates (i.e. the rate of interest 
charged on loans secured by secu¬ 
rities) only partially followed the dec¬ 
lines registered in the United States 
and even then with some time lag: 
they were reduced to five per cent 
and 6.5 per cent respectively on March 
31, and this still kept these rates above 
their American equivalents (6 per cent 
for prime rate and 4.75 per cent for 
the discount rate). The disparity led, 
once again, to transfers of floating 
capital, eighteen months after the DM 
revaluation. These provided an im¬ 
ported source of inflation and probably 
contributed to the substantial increase in 
the money supply (up to 22.2 per cent 
in the first quarter of J971), but the 
Minister of Economic Affairs was un¬ 
willing to risk premature reflation by 
reducing interest rates. On the contrary, 
Professor Schiller decided to float the 
mark, thus putting the defence of the 
currency before reflation. 

Reflating the Economy 

Ample machinery exist, however, 
to reflate the economy in the event of a 
serious recession, and the government 
is known to be anxious to prevent any 
slowdown from assuming the propor¬ 
tions of the 1967 recession. The latest 
available information suggests a re¬ 
covery in private consumption and 
public expenditure (up 18 per cent in 
the first quarter of the year), although 
industrial investment is tending to dec¬ 
line. 

After a period of consolidation, whose 
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Actual 

Forecasts 


1960-1970 

1970-1980 

in per cent 

Japan 

11.3 

10 

France 

5.6 

6 

W. Germany 

4.7 

4.6 

USA 

4.2 

4.7 

UK 

2.7 

3 2 


duration is difficult to forecast, growth 
may continue at a rate dose to that 
of the last ten years. The OECD fore¬ 
casts for the next decade support this 
assumption and place West Germany 
on much the same growth level as 
the United States. 

Needless to say. this expansion will 
not be carried out steadily or without 
difficulty. Chancellor Brandt's govern¬ 
ment will have to find solutions to the 
problems of reconversion, integration 
into Europe, the extension of markets, 
and the internationalisation of the West 
German economy. 

Broadened Base 

The basis of industrial development, 
originally provided by the Ruhr coal¬ 
fields, will now have to be broadened 
geographically as a result of recourse 
on an ever-increasing scale to new and 
cheaper sources of energy and of the 
steady migration of the rural popula¬ 
tion towards industrial centres. West 
German farmers point out that their 
incomes only increased by 45 per cent 
between 1964 and 1970/whereas the 
ii&crease in the rest of the economy was 
60 per cent. 

Industrial groups have consolidated 
and developed positions on an interna¬ 
tional plane. Even more than in the 
past, the main drive behind the expan¬ 
sion of the economy will be found in ex¬ 
ports which, according to the Cologne 
industrial Institute, are likely to "re¬ 
present 23 per cent of overall sales 
in 1980, rising to 25 percent by 1990. 
West Germans do not confine their ex¬ 
port efforts to traditional western mar¬ 
kets (even though the accession of 
Britain to the Common Market 
may open up attractive possibilities) but 
the markets recently found in the com¬ 
munist countries are proving less pro¬ 
mising than had been expected, because 
the number of Russian products of inte¬ 
rest to German consumers is relatively 
small. 

In the past, West German companies 
have also strengthened their position 
on international markets by setting up 
local companies. Their expansion is. 
however, now beginning to take the 
form of a widening of capital markets 
by creating networks linking the lead¬ 
ing European banking institutions, and 
also by securing quotations on European 
and American stock markets. 

11 

OUTLOOK IN AUSTRALIA 

Currently the Australian economy 
appears to be running into the typical 
“stagflation” situation so familiar to 
many overseas economies, namely 
growth below trend, inflation above 


trend and unemployment rising. In¬ 
flation is the real problem. As Sir 
Roland Wilson, Chairman of the Com¬ 
monwealth Banking Corporation Board 
and the previous secretary to the Com¬ 
monwealth Treasury, pointed out in the 
bank's annual report: “The vicious 
circle of rewards chasing prices and 
prices chasing rewards needs to be bro¬ 
ken, and broken quickly". 

Having said this, 4 is important to 
stress that AusLalia’s economy is 
healthy and is not in a recession, in 
spite of a slow-down in the growth 
rate. Much has been said about the un¬ 
employment situation. Granted that the 
growth in unemployment is increasing, 
the fuel remains that in August only 
11 per cent of the work force was 
unemployed (1.4 per cent seaso¬ 
nally adjusted) compared with six 
per cent level in the United States 
and about 3.6 per cent in the United 
Kingdom. These statistics may help 
to suggest a more realistic picture of the 
current situation. With strong capital 
inflow, a satisfactory trading situation 
and powerful international reserves 
Australia’s economy is far from sick. 
The very fact that the major propor¬ 
tion of the record SI.380 million net 
apparent capital inflow in 1970-71 went 
into direct investment in Australia’s 
future emphasises the point. The only 
serious weakness is the rural sector, 
which now accounts lor less than 10 
per cent of GNI\ but the difficulties 
there are not new; Australia has been 
grappling with then/ for the past ten 
years. 

Political Implications 

Looking at the future, it is hard to 
believe that the government will per¬ 
mit itself to enter an election year with 
a threat of domestic recession and severe 
unemployment on the horizon. The 
political implications would be serious. 
Much depends on the success of recent 
policies aimed at controlling inflation* 
but the possibility of an easing in 
monetary policy should not be over¬ 
looked. The success of the recent Com¬ 
monwealth loan could well mean that 
some reduction in interest rates is on 
the cards. This combined with a settling 
down of the international currency scene 
and the gradual revival of the IJS eco¬ 
nomy should help the investment mar¬ 
ket. 

As for the international currency 
situation, the worst fears of the pessi¬ 
mists have not yet been justified, and 
'the world monetary structure has proved 
to be resilient to the impact of the Nixon 
Economic Package. In fact, it could be 
claimed that gradualism is slowly winn¬ 
ing the day as currencies float in sus¬ 
pended animation over world markets, 
while international posturing recedes 
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in favour of negotiations. Already there 
are signs that the institutional appara¬ 
tus of international monetary diplo¬ 
macy is beginning to re-assert itself 
after its temporary stupor. Institutions 
such as the International Monetary 
Fund, the General Agreement on Trade 
and Tariffs (GATT) and the Organisa¬ 
tion for Economic Co-operation and 
Development (OECD) exist to find ways 
out of these sorts of difficulties* 

Australia’s ability to influence inter¬ 
national economic events is obviously 
limited, but as a major trading nation 
with a significant stake in both mineral 
and agricultural export markets, it is 
vital for her to seize every initiative to 
prevent any slow-down in world trade 
resulting from international currency 
uncertainties. Australia’s interest is in 


VIENNA : 

To write of European or world econo¬ 
mics nowadays is to write of disagree¬ 
ments. Some measure of this is usually 
unavoidable but rarely have the na¬ 
tions been in so contrary a mood over 
trade and currencies as they are today. 

The Japanese have gone home from 
Brussels with a sudden uncomfortable 
realisation of the heavy resistance that 
has built up in western Europe against 
further increases of their exports to 
that area. The leading Japanese busi¬ 
ness organisation, Kcidauren, put for¬ 
ward new proposals to the Europeans 
of a kind it would not have even consi¬ 
dered a year ago—proposals for limiting 
rise in Japanese exports- only to meet 
a coldly critical reception. The Japanese 
—not altogether unlike the Americans 
in this respect — have failed to grasp 
the repercussive effects of exports that 
have been rising steadily year by 
year. The general level in recent years 
has been a 50 per cent to 60 per cent 
Japanese export growth to Europe 
with an increase in the reverse direction 
of not more than 10 per cent. Both the 
Japanese and the Americans by their 
aggressiveness have aroused a more 
forceful and deep-seated repulsion than 
either expected. 

A similar Japanese steel industry de¬ 
legation which met Common Market 
and British industrialists in Paris found 
also that Japan and Europe are far 
apart on the range of limiting Japanese 
steel exports. The Europeans are in¬ 
sisting on limitation on a country-by¬ 
country and item-by-item basis — a 
difficult suggestion that is to be dis¬ 
cussed further in Tokyo next month. 
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strong world trade and a reduction 
in trading barriers. Here Australia, as 
a new member of the OECD together 
with Japan, is now in a better position 
to make herself heard in the interna¬ 
tional world. 

Sources and acknowledgements: The 

special interest of the first section on 
West Germany above is that it is based 
on a report in the latest issue of the 
Bulletin of the Societe GcneraJe (29 
Boulevard Houssman, Paris, 9) and thus 
offers a French view of West Germany’s 
economy. I am indebted to a leading 
firm of Australian Stock Brokers for 
the basis of my report on Australia, the 
OECD’s newest recruit. Needless to 
say, f alone am responsible for the em¬ 
phasis of these summaries and for my 
interspersed comments. 


The Japanese impression is that while 
the Americans have become harshly 
exclusive the Europeans are also very 
severe. All sides realise that an agree¬ 
ment must be reached but the most 
optimistic do not expect it to be arrived 
at, and only after exhaustive argut 
ment, before next spring. 

The Europeans are edgy and difficult 
because they are deeply worried. Al¬ 
ready factories arc closing : in Austria 
two glass factories have shut down 
throwing thousands out of work; in 
France development of a new industrial 
area in Alsace is being abandoned. The 
West German, steel industry, suffering 
a slump in foreign and domestic 
orders, has put 23,000 workers (about 
one-twelfth of its work force) on 
short time. More and more foreign 
workers in West Germany are being 
paid off and German steel production 
is down by nearly 13 per cent com¬ 
pared with last October. 

Bankers, rarely the most optimistic 
of men, arc crying “wolf 9 ’ in inflation- 
neurotic West Germany. This pessim¬ 
ism may indeed have a political purpose 
with the socialist coalition government 
bracing to face a general election in 
1973 but both the Dresdner and the 
Deutsche Bank chairmen as well as the 
President of the Federal Bank have 
expressed fears of a recession next year. 
Companies, including the famous Vol¬ 
kswagen, are reporting sharply declin¬ 
ing profits and rising production costs, 
with a resultant slowdown in invest¬ 
ment. The oddest fact in a murky si¬ 
tuation is that, despite all the talk of the 
need for a move-over in the US pay¬ 
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ments balance from a deficit to a sur¬ 
plus position is that US capital invest¬ 
ments abroad continue to rise. From 
being 13.35 billion dollars last year they 
will be nearly 16 billion this year. The 
oddity is twofold — that these external 
investments increase the US imbalance 
of payments and that while the Euro¬ 
peans are retrenching and going short 
on investment the Americans, despite 
all fiscal encouragement to keep their 
money working at home, are investing 
more than ever in European and other 
foreign industries. 

The USA is continuing also to take a 
far closer interest in European, parti¬ 
cularly in the Common Market’s, trad¬ 
ing policies than the Europeans relish. 
With the coming enlargement of the 
Common Market and the change in 
form, if not the disappearance, of 
European Free Trade Association, the 
European Economic Community (the 
Market) is seeking to make new trading 
arrangements with non-member states 
in western Europe. ff these arrange¬ 
ments are satisfactory to all European 
parties, it is probable that Denmark 
and Norway will abandon any idea of 
joining the Market and find greater 
freedom and satisfaction in a free trade 
market area. 

Elimination of Barriers 

The enlarged Common Market, if 
it comes into being at the beginning 
of 1973, would account for about one- 
third of all world trade against 15 per 
cent for the United States. The plans 
the Market's ministers are discussing 
involve the elimination of trade barriers 
on most industrial goods between the 
enlarged Market and Sweden, Switzer¬ 
land, Finland, Iceland, Austria and 
Portugal. The Market claims that such 
plans would be legal within the terms of 
the GATT world trade charter, drawn 
up 24 years ago. The USA argues that 
this charter was designed to meet a 
quite different world trade pattern to 
that prevailing today and that,if neces¬ 
sary, it would move to get the rules 
changed. What success it would have in 
such an initiative is doubtful since the 
present US 10 per cent surcharge has 
gravely offended GATT as a major 
breach of its rules, for which Britain 
set an unfortunate precedent and which 
is currently being imitated by Den¬ 
mark. GATT, with an increasing mem¬ 
bership from east Europe, is nervous 
of seeing itself increasingly ignored by 
members with temporary special 
needs. 

While these commercial wrangles and 
industrial perplextics continue, solu¬ 
tion of the currency difficulties comes 
no nearer. The Group of Ten, which 
postponed its projected meeting in 


Currency Confusion Continues 

E. B- BROOK 
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Rome, may now meet early in Decem¬ 
ber. There are hopes that the Ameri¬ 
cans are quietly working out their 
position in order to make constructive 
proposals to their trading partners over 
a devaluation of the dollar against 
gold and a removal of the import 
surcharge. It is certain that Washing¬ 
ton will not make these proposals with¬ 
out equally specific plans from Europe 
and Japan on revaluation of their cur¬ 
rencies, but of this there is as yet no 
sign. The French and the West Ger¬ 
mans are preparing for a “summit’* 
meeting between President Pompidou 
and Chancellor Brandt which might 
result in another meeting to forumulate 
proposals on currency realignment and 
monetary reform, but there is no cer¬ 
tainty. Nor would any currency realign¬ 
ment be possible without Japanese 
consent to revalue the yen. The most 
hopeful indication in this direction 
so far is that for the first time since the 
Central Bank of Japan began its mana¬ 
ged float of the yen its level has been 
allowed to rise above that of the West 
German mark. 

It is three months today (November 
15) since President Nixon declared his 


international currency war and the 
prospects for a settlement this year are 
not encouraging. If a solution is not 
reached within a few months there will 
be real risk of a relapse into trade pro¬ 
tection if not a trade war. The Ameri¬ 
cans stand to lose the least by delay and 
President Nixon is unlikely to risk los¬ 
ing the popularity he has gained with 
US voters by his protectionist legisla¬ 
tion. As matters stand at the moment 
the USA finds no probable co-operator 
in west Europe fm a revaluation of 
currencies other than the West Ger¬ 
mans, with the British more reluctant 
and the French adamantly opposed. 
Franco-German rift over currencies is 
endangering world prosperity as much 
as are the US policies. Only if France 
and West Germany can agree on a pack¬ 
age deal will west Europe even be able 
to start meaningful negotiation with 
the United States about relaxation of its 
protectionist measures. The French 
have agreed to talk with the West Ger¬ 
mans only because to refuse would 
cause a more disastrous sentiment than 
even that prevailing today. But that 
they can agree yet about a realignment 
pf European currency parities exceeds 
the expectations of the most hopeful. 


The ‘Paper Gold* 

SHARIF MOHD 


In Till; post-war international monetary 
system, the US dollar was, without 
doubt, reserve asset as good as gold. 
This system is often called a “currency 
reserve standard 1 ’. The supremacy of 
US dollar has been shakep by the de¬ 
velopments during the last two decades. 
The deficit in US balancc-of-pay meats 
persisted, and, as her external short¬ 
term liabilities increased and her gold 
reserves decreased, apprehensions of 
dollar devaluation as against gold in¬ 
creased throughout the sixties. The 
uneasiness swelled year after year. 
Finally, it broke out into the specula¬ 
tion in gold from winter 1967 through 
spring 1968. 

This system, therefore, suffered from 
balance-of-payments difficulties, in¬ 
adequate growth of monetary reserves, 
and fragility of gold-exchange standard. 
Experts, like Per Jacobssen and Robert 
Triffin, made these charges against the 
system* Then, economists started to 
suggest different plans to solve these 
problems of the international mo¬ 
netary system. What all these plans, be¬ 
ginning with Keyness* plan and includ¬ 
ing all other prototypes and variants 
have in common, is that an international 
financial institution is charged with the 
function of creating —through acqui¬ 
sition of claims or other assets-— addfi- 


tional deposit liabilities that would be 
accepted by the central banks as part of 
their monetary reserves. 1 

In 1964, thirty-two economists sat to¬ 
gether to evolve some alternative sys¬ 
tem to get rid of the difficulties faced 
by the existing system. They visualised 
the problems from three aspects; 
liquidity, adjustment, and confidence. 
These three cannot be separate and arc 
interdependent. If adjustment mcchani- 
ism works fast, the need for liquidity is 
low, on the other hand, if the mechan¬ 
ism is slow the need for liquidity is 
higher. These economists agreed on 
the desirability of reforms designed to 
provide a better controlled and steadier 
growth of international reserves if the 
present system of rigid exchange-rates 
is to be maintained. 2 

For an individual country “interna¬ 
tional-liquidity 11 means, most common¬ 
ly, the command by its monetary autho¬ 
rity over foreign exchange for use in the 
the foreign-exchange market to support 
the exchange value of its currency. 3 

These economists chose the following 
four major approaches to the problem 
of liquidity for study: 

(a) Raising price of gold, or semi¬ 


automatic gold standard, 

(b) flexible exchange rates, 

(c) multiple currency reserve sys¬ 
tem, and 

(d) centralisation of international 
reserves, 4 

Eventually, an outline of the facility 
of special drawing rights was proposed 
iit the meeting of the governors of the 
International Monetary Fund at Rio 
de Janeiro on September 25-27, 1967. 
Under the formula that was agreed 
upon, subject to ratification, the IMF 
was to grant member governments 
special drawing rights. “Possession of 
SDRs entitles u country to obtain a de¬ 
fined equivalent of currency from other 
participating countries, and enable 
it to discharge certain obligations 
towards the General Account of the 
Fund.Most of the important fea¬ 
tures of this process are referred to in 
Article XXIV; Section I (a) which 
reads; 

“in all its decisions with respect 
to the allocation and cancellation of 
the special drawing rights the Fund 
shall seek to meet the long-term glo¬ 
bal need, as and when it arises, to 
supplement existing reserve assets in 
such a manner as will promote the 
attainment of its purposes and will 
avoid economic stagnation and 
deflation as well as excess demand 
and inflation in the world 11 . 

Purposes of the Fund 

In the Managing Director's proposal 
relating to the first decision to allocate 
SDRs it was explained that the relevant 
purposes of the Fund could be grouped 
as follows: 

(a) Expansion of the international 
trade, economic activity and de¬ 
velopment ; 

(b) promotion of multilateral pay¬ 
ments and elimination of rest¬ 
rictions; 

(c) promotion of exchange stability 
and orderly exchange rate ad¬ 
justments; and 

(d) correction of payments, mal¬ 
adjustments and reduction in 
payments disequilibria without 
resort to measures destructive of 
national or international pros¬ 
perity • 

“Special drawing rights arc inter¬ 
national reserves, allocated annually by 
the collective decision ip the Fund of 
participating members. .Nomally, basic 
periods for allocations will be five 
years’ duration but an initial basic 
period covering only three years has 
been decided upon. On January l, 
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1970, a total $3.5 billion will be allo¬ 
cated, distributed to participants in 
proportion to their quotas in the Fund. 
In 1971 and 1972 each, * further $3.00 
billion will be allocated, making a total 
of 9.5 billion over the first basic 
period, 7 "’ The figure of $9.5 billion is 
obviously a considerable amount a 
compared with the total world mone¬ 
tary gold reserves of about &39.00 
billion* and a current total of interna¬ 
tional reserves of some $75.00 billion. 

On January J, 1970. the allocation of 
SDRs equivalent to $3,414 billion was 
made in accordance with a resolution 
adopted by the board of governors at 
its 1969 annual meeting. No doubt it 
was a major step forward in interna¬ 
tional financial relations. Each SDR 
unit was deliued in terms of gold equi¬ 
valent to 0.888671 gram of tine gold; 
i.e., the gold content of one IJS dollar. 

All operations and transactions in 
SDRs are conducted through a Special 
Drawing Account, financially quite 
separate from the General Account of 
the Fund. Despite their having a gold 
guarantee SDRs are based funda¬ 
mentally on the trust of the interna¬ 
tional financial community, that is, 
they are clearly a fiduciary asset. This 
is indeed a long way from that mo¬ 
ment in which, having passed the barter 
stage, money was represented by a 
curious assortment of goods. 8 

Appealing Properties 

What properties of SDRs appeal to 
the economists? The answer is found, 
among other things, in their being 
acceptable internationally without the 
backing of gold or national currencies. w 
That is why Professor Machlup said 
that "the myth of backing is dead. It 
was buried in Rio de Janeiro on Sep¬ 
tember 29, 1967". 

Tiie international policy makers were 
very cautious in bringing about the 
expansion in liquidity in international 
trade without inflation. That is why 
they have not used instruments, other 
than reserve creation, at their disposal, 
-.uch as IMF drawing facilities in the 
credit tranches direct influence over 
countries' exchange rate behaviour, 
and demand management. The supply 
of SDRs is al o determined by the pros¬ 
pect ivc supply of other reserves, gold 
foreign exchange holdings, and reserve 
positions in the Fund. 

The system is working with surprising 
smoothness. Though it was started 
with many doubts in the minds of 
many leading economists of the world, 
they are now changing their views and 
opinions about the working of the sys¬ 
tem. Professor Watanabc and others. 
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admit that they are less doubtful about 
the working of the scheme. 

It is perhaps no exaggeration to say 
that today nobody is opposed to the 
Special Drawing Right scheme, except 
Professor Freidman who stands firmly to 
the floating exchange rate system, and 
M. RucfT w'ho insists on a return to the 
classical or quasi-automatic gold stan¬ 
dard system, 10 

The first criticism against the SDRs 
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scheme is that there is no established 
formula to estimate a country's need 
for reserves and it is not certain that 
such a formula would be develo|)ed in 
future. Another criticism* which is 
most frequently ^ut forward against the 
scheme, is that the larger part of the 
SDRs allocations has gone to the in¬ 
dustrial countries, while a smaller por¬ 
tion has been allocated to the develop¬ 
ing countries which comprise two-thirds 
of the world population (Table III). 
This implies that the usefulness of 


1962 

1965 

1968 

1971 

(for May) 

49204 

51566 

55643 

74976 

17220 

15450 

15710 

13811 

3308 

3004 

2422 

3523 

24094 

29923 

31559 

45649 

2560 

3037 

3046 

4879 

2022 

2152 

2906 

7117 

5190 

5945 

7250 

9625 

8750 

11320 

14110 

18960 

512 

599 

682 

1108 


Tabu: 1 

GOLD RESERVE POSITION IN THE FUND, AND FOREIGN EX- 

CHANGE-HOLDING 

(Million US dollars) 

Country 


Industrial countries 

US 
UK 

Industrial Europe 
Canada 
Japan 

Other developed area 
Less developed areas 
India 

Total 63135 70830 77005 98724 

Note: 1971 includes SDRs also. 

Source: International Financial Statistics, IMF, Vol. XXIV No. 7, July 

1971. 

Table II 

WORLD TRADE 

(Million US dollar) 


Country Exports Imports 



1963 

1968 

1970 

1963 

1968 

1970 

Industrial Countries 

95280 

155800 

208020 

98610 

159820 

211460 

US 

23387 

34636 

43227 

18616 

35319 

42483 

UK 

12220 

15346 

19351 

13955 

18936 

42483 

Japan 

5457 

12982 

16003 

6742 

12997 

18896 

Other developed areas 

9560 

13830 

18000 

12950 

19850 

26860 

Less developed areas 

31100 

43000 

59400 

32200 

45400 

54000 

India 

1613 

1753 

1957 

2477 

2509 

2130 

World 

135900 

212800 

279300 

143600 

225100 

292700 


Source: International Finance Statistics, IMF, Vol XXIV, No. 7, July 197) 
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SDRs fox the developing nations is 
limited. This was a deliberate policy 
of “the Big” in the Fund. According 
to the Managing Director of the IMF 
himself, “..it seem? appropriate that 
the bulk of the special drawing rights 
should go to the industrial countries, 
for it is these countries which have the 
most to contribute to the better 
health of the international monetary 
system.” 11 

One more complaint about the SDRs 
scheme is that the rate of interest on 
SDRs is just 1.5 per cent. If the rate of 
interest on SDRs is too low then the 
deficit countries will be more inclined 
to use their SDRs in preference to 
other reserve assets, to finance their 
deficits. Side by side, the surplus count¬ 
ries will be less eager to accumulate the 
SDRs. 

Important Questions * 

Equally important are the following 
questions the answers to which may 
prove helpful in making the SDRs 
scheme more explicit. Should curren¬ 
cies be convertible into SDRs? Should 
SDRs become the standard for par 
values? Should private individuals be 
allowed to use and hold SDRs? 

India has lost its permanent seat in 
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the Board of Executive Directors of the 
Fund two years ago, wWii Quotas of the 
European countries and Japan were 
increased. Still we have got a prominent 
place and important work to do. We 
must argue on the part of the developing 
countries, for a larger share in the fresh 
SDRs allocations, so that these count¬ 
ries may be able to solve their balance- 
of-payments problems. Though India 
has performed well on this front still it 
needs much more share in the new SDR 
allocations. 

Increasing Deficit 

There has been a chronic deficit in 
the balance of payments of developing 
countries, which has been increasing 
because of their developmental needs. 
From Tables I, II, and III, one can have 
an idea about the trade deficits of in¬ 
dustrial countries and less developed 
countries, their positions in SDR 
allocations and their reserves positions. 

It has been estimated in preliminary 
studies made by the UNCTAD Board 
of Trade and Development that the fo¬ 
reign exchange gap for the under¬ 
developed countries during the second 
development decade, beginning in 1971, 
would be around $26 billion. Most of 
the developing countries already un¬ 
satisfied with the progress made during 
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the first development decade, can easi¬ 
ly complain that IMF's policies rdgi'fll* 
ing the quota allocations as well as 
SDRs is more favourably inclined to¬ 
wards the industrial countries. 

Professor Stamp's plan, attempt 
to link the creation of reserves assets 
with the aid to developing countries, 
appealed to the whole world in the 
early sixties. The experts of the 
UNCTAD made a proposal in line with 
the Stamp plan to which Professor 
Triffih gave his approval. Therefore, 
the SDRs can be related with the aid 
given by the international agencies, 
e.g., IDA and the IBRD. 

No doubt the creation of SDRs 
aimed at relieving the US dollar of its 
burden as a reserve currency, but its 
responsibility towards the poor world 
cannot be denied. It is suggested that 
out of fresh SDRs a well-defined part 
should be allocated to the developing 
countries exclusively and the rest may 
be distributed according to the existing 
formula. 

We should also take note of the 
four-point plan urged by Mr Piere Paul 
Schwitzer on the occasion of the meet¬ 
ing of the Big Ten on September 15-16, 
1971, in which he had suggested a new 
system in which SDRs would assume 
some of the reserve role now played by 
gold. 
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Table III 

P A RTICI PAN FS* SDRs POSITION 
(As of May 31 # 1971) 

(S US Millions) 


Allocations 


Participants 

Jan. 1, 1970 

Jan. 1, 1971 

Industrial Countries 

2276.2 

1954.8 

US 

886.9 

716.9 

UK 

409.9 

716.9 

Industrial Europe 

753.3 

692.2 

Canada 

124.3 

117.7 

Japan 

121.8 

128.4 

Other developed areas 

284.8 

247.0 

Less developed areas 

853.1 

747.5 

India 

126.0 

100.6 

Country Total 

3414.0 

2949.0 

Sowrce: International Financial Statistics, 

IMF, Vol XXIV 

, No. 7, July 


1971. 
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KEEPING 
A NATION 
ON THE MOVE 


As many as 20 airlines of international repute 
avail of INDIANOIL's expert refuelling service. 

In the growth of India's transport and 
communications, INDIANOIL has been playing a 
distinct role. But that is not to belittle its 
contribution to the nation's agriculture and industry. 
In a short span of a decade, INDIANOIL has 
emerged as the biggest oil refining and 
marketing organisation in India—meeting more 
than half of the nation's total requirements of 


petroleum products. 



a national trust 
for economic prosperity 


With a chain of refineries processing indigenous 
crude, a vast pipeline transportation system, 
and a countrywide storage and distribution 
network, INDIANOIL has ensured an 
uninterrupted flow of oil for India's defence 
and development. 

As part of the nation's planned development 
INDIANOIL ceaselessly strives to take the 
country towards self-reliance and self-sufficiency 
in petroleum. 


INDIANOIL 

CORPORATION 

LIMITED 
























November 26, 1971 


EASTERN ECONOMIST 


963 



Although the Prime Minister had 
issued a directive to her followers and 
admirers that she did not want her 
birthday to be formally or publicly 
celebrated this year for obvious reasons, 
her hangers-on had seen to it that she 
did not go without some birthday pre¬ 
sent. On November 13, they forcibly 
occupied the AlCC office at 7, Jantar 
Mantar Road in true fascist style. 
The prompting for their conduct was 
alleged to be the judgment which had 
been delivered by the Supreme Court 
two days earlier laying down that the 
ruling party was to be considered as 
the Indian National Congress for the 
purpose of the allotment of the Congress 
election symbol of “two bullocks with 
yoke on M . The judgment however had 
expressly stated that such disputes 
about property as might exist between 
the factions into which the Congress 
had been split would have to be 
adjudicated upon by the civil courts. 
In other words, the Supreme Court 
did not rule on the legal validity 
of the claim of the ruling party 
to the properties or other assets 
of the undivided Congress; as a matter 
of fact this claim was not on its files 
at all. In forcibly taking possession of 
7, Jantar Mantar Road, those who acted 
in the name of the ruling party were 
consequently taking the law into their 
own hands and asserting that might 
was right. The incident has aroused 
feelings of pain and disgust across the 
country and has been generally regarded 
as yet another blow struck at the insti¬ 
tutions and processes of democracy, 
particularly the Rule of Law. 

Two of the more outrageous features 
of this most outrageous affair need to 
be particularly pointed out. The first 
was the murky role played by Mrs Indira 
Gandhi. It was stated for public con¬ 
sumption that she was unhappy about 
what had happened. This reminds me 
of Lewis Carroll's bit about 4 ‘The 
Walrus and the Carpenter". Readers 
will remember what the Walrus 
said after feasting on the Oysters : 

“ ‘I weep for you’ the Walrus said 
‘I deeply sympathise’ 

It has been reported in the press that 
the Prime Minister was aware of the 
assault that was to take place on 7, 
Jantar Mantar Road; and this report 
has not been denied. Her complicity 
however seems to have gone far beyond 
tacit approval. This brings me to the 
other particularly outrageous feature 
of the ruling party's coup. According 


to press reports, again, Mr Yashpal 
Kapoor, who is being vaguely described 
as personal private secretary to the 
Prime Minister but who is definitely a 
man of very considerable importance 
in her entourage, was one of those who 
were conspicuously master-minding ope¬ 
rations at 7, Jantar Mantar Road. 

This was not the first time that Mr 
Kapoor had appeared in public life 
for promoting or protecting what he 
thought to be the interests of Mrs 
Gandhi or her party; nor was this the 
first occasion when he set up thoroughly 
novel norms of public behaviour for 
an individual who, whether he has 
an official position or not, is apparently 
able to throw his weight about as if he 
is acting under the auspices of the Prime 
Minister’s establishment. It is true 
that any one or virtually any one in 
the position of Mrs Gandhi is to 
some extent under the painful neces¬ 
sity of having to provide himself 
or herself with an assortment of 
trouble-shooters, strong-arm men or 
what you will. Even so the dignity of 
the Prime Minister’s office demands that 
operators of this kind should at least 
be content with operating behind the 
scenes. Otherwise it would become only 
too easy for the Prime Minister’s critics 
to jibe at her saying that her concern 
for democracy in East Bengal would 
be more convincing if she could show a 
little more concern for democratic 
decencies nearer home and, in fact, at 
her doorstep. More seriously, the Jan¬ 
tar Mantar episode must confirm nag¬ 
ging suspicions that the Prime Minister 
and her henchmen seem to be bent on 
wiping out the vital distinction between 
the state and the government or bet¬ 
ween the government and the ruling 
party. 

# * 

Everyman, it has been said, has a 
book in him struggling to be written. 
Fortunately for the human race, most 
of us arc content to let it struggle. 
Some of us do not, however, and 
choose to write not that one book only 
but more than one. This is especially 
true of those who, to start with, had in 
them not a book struggling to be 
written, but only half a book or even 
less. Mr Kuldip Nayar Iras written 
two books already and he is now 
working on a third one, despite the 
bucket of cold water thrown on his 
project by Rajaji. 

Mr Nayar is of course irrepressible. 
Take, for instance, his piece on Nehru 


in The Statesman Sunday Magazine of 
November 14 ; 

“I saw Pandit Jawaharlal Nehru at 
close quarters only in 1963. Till then 
my remembrance of him was that of 
an agile, wispy figure which had 
swept past me very briefly at a mam¬ 
moth election meeting in 1937, when 
1 was in school. His speeches and 
books which 1 read since had refur¬ 
bished that image but it was just an 
image, vague and ephemeral". 

Where was Mr Nayar between 1937 
and 1963? If he was in India for any 
length of time between 1937 and 1963, 
how was it that he was able to get away 
with impressions of Nehru which were 
merely k vague and ephemeral* 1 ? If Mr 
Nayar’s claim is true, he must indeed 
have had or perhaps $t?ll be having an 
extraordinary capacity for ignoring his 
environment. To suggest as Mr Nayar 
does that those who had not met Nehru 
at close quarters or had not had an op¬ 
portunity of being personally acquaint¬ 
ed with him at least in some insigni¬ 
ficant way, could have had only ‘vague 
and ephemeral’ ideas of him is to state 
a proposition which is clearly absurd. 

Mr Nayar then speaks of the oppor¬ 
tunity that came to him to meet 
Nehru when, as the PRO attached to 
the Home Ministry, he was assigned to 
look after Nehru’s publicity for a brief 
period in 1963. Mr Nayar : 

“Nobody introduced me to Panditji. 
Nor was it needed. I sensed his 
presence when he stepped into his 
Personal Assistants’ room at his 
residence. Great men have an aura 
about them that one can inhale from 
afar". 

If we ignore that bit about the‘aura’, 
we get the feeling from Mr Nayar’s 
phrasing that what he really meant to 
say was that Nehru was not introduced 
to him and not that he was not intro¬ 
duced to Nehru. On second thoughts, 
can we ignore the ‘aura’? I am afraid, 
not and 1 must really ask Mr Nayar 
how exactly one manages to inhale an 
aura. Tt is true that the dictionary 
meanings include the description “sub¬ 
tle emanation (from flowers etc)", but 
as the word is commonly used, aura 
would indicate something to be sensed 
but not smelt and not certainly inhaled. 
Why, oh ! why, is The Statesman 
editorial desk so untrue now to its 
past and so reluctant to wield the red 
pencil against its present-day panjan¬ 
drums? 


V.B 
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Trade Winds 


NEW CREDIT POLICY 

The Reserve Bank of India recently 
announced a policy of further credit 
restraints in the current busy season 
for all sectors other than food procure¬ 
ment finance and credit 10 priority 
sectors. Announcing the policy for the 
November-April busy season, Mr S. 
Jagannathan, Governor of the Reserve 
Bank, indicated that the Bank’s select¬ 
ive controls would continue and the 
policy for bank credit against cotton, 
oilseeds and other commodities would 
be made more stringent than hitherto. 
The main plank of the new credit 
policy is that credit expansion in the 
busy season is to be financed not by 
recourse to reserve accommodation, 
but by the additional funds, including 
deposits, that the commercial banks 
are able to mobilise on their own. In 
a letter to the banks, the Reserve Bank 
has clearly told them that their borrow¬ 
ings from the Reserve Bank at the end 
of April 1972 (end of the busy season) 
should not exceed borrowings as at the 
end of April 1971, when the amount 
was Rs 191 crores. As a result of the 
new policy, credit to the rest of the 
economy other than food procurement 
by the Food Corporation and the state 
governments, and the priority sectors— 
agriculture, small industry and exports 
—additional crcdir flow in the current 
busy season is likely to be less than 
what it was in the previous year. 

TWO BRITISH LOANS 

Two loan agreements allocating a 
total of £35 million (Rs 63 crores) 
British aid to India were signed recently. 
The British Minister for Overseas Deve¬ 
lopment, Mr Richard Wood, who was 
in the country, signed on behalf of the 
British government, and Mr K. R. 
Ganesh, Minister of State in the Min¬ 
istry of Finance, signed for the union 
government. The first agreement, the 
UK/India Maintenance Loan 1971, is 
a loan of £27 million (Rs 48.6 crores) 
covering the import from Britain of 
non-project goods. Amongst these are 
raw materials, spare parts and compo¬ 
nents required to service India’s agricul¬ 
tural and industrial production. Of the 
£27 million, £3 million (Rs 5.4 crores) 
is reserved for the needs of British 
oriented firms. The second agreement, 
the UK/India Mixed Project Loan 
No. 2, 1971, is for £ 8 million (Rs 14.4 
crores). If will finance the import 
from the United Kingdom of goods 
and services required for certain large 


projects agreed by the two governments. 
The loan counts towards the total of 
£ 72 million project aid which the 
British government indicated that they 
would commit to India in the four 
financial years from 1970-71 to 1973- 
74. Projects which have already been 
agreed by ihe British and Indian govern¬ 
ments include a fertiliser complex now 
being built for the Indian Farmers’ 
Fertiliser Co-operative at KandJa and 
Kalol in Gujarat, and the construction 
in the United Kingdom of three cargo 
ships for the Shipping Corporation of 
India and the Scmdia Steam Navigat¬ 
ion Company. Other projects are 
under discussion. The loans transform 
into firm aid commitments the major 
part of the pledge made by the British 
government at the Aid India Consortium 
earlier this year to allocate £54.5 
million (Rs 98.1 crores) fresh aid to 
India in the financial year 1971-72. 
A debt refinancing loan of £7.5million 
(Rs 13.5 crores) has already been 
signed; an agreement for the remaining 
£12 million (Rs 21.6 crores) of the 
pledge will be signed shortly. All these 
loans are made on the terms common 
to earlier British loans : they are inte¬ 
rest free, the capital being repayable 
over 25 years including an initial grace 
period of seven years. 

FOURTH PLAN TARGETS 

The fourth five-year Plan is being 
given a reorientation because of the 
likelihood of 10 to 15 per cent shortfall 
in the physical targets on account of 
the rise in prices. Giving this informat¬ 
ion, the union Minister for Planning, 
Mr C. Subramaniam, added that the 
Planning Commission was now trying 
to find out the essential development 
programmes. Earlier the Minister of 
State. Mr Mohan Dharia, had pointed 
out that a final picture was likely to 
emerge after the Commission’s present 
exercise in reappraisal was over by the 
end of this month. 

ADDITIONAL DUTY ON RECEIPTS 

It has been pointed out by the union 
government to the contracting firms that 
in terms of Stamp and Excise Duties 
(Amendment) Ordinance of 1971 (No. 
16 of 1971) published in the Gazette of 
India Extraordinary of October 10, 
1971, an additional -levy of 10P has 
been imposed by the government with 
effect from November 15,1971 on every 
instrument chargeable with duty under 
the Indian Stamp Act, 1899. Accordingly 


ail contractors have been advised to 
affix on the bills, stamps of correct 
amount and of correct description vit 
usual Revenue Stamp of 10 paise and 
an additional 10 paise stamp bearing 
the inscription ^Refugee Relief”. 

ADVISORY COUNCIL ON TRADE 

The fourth meeting of the Advisory 
Council on Trade was held in New Delhi 
on November 21 and 22, 1971, under 
the chairmanship of Mr L. N. Mishra, 
Minister of Foreign Trade. The Council 
reviewed the performance of the eco¬ 
nomy in its commercial aspects and 
considered problems relating to ihe 
expansion of exports and the regu¬ 
lation of imports, 

LEATHER GOODS TO BULGARIA 

Subsequent to a recent contract for 
export of hides and skins worth about 
Rs 70 lakhs, STC had concluded fresh 
contracts with the Bulgarian buying 
delegation that visited *his country, 
for the export of leather, leather hand¬ 
bags, chappals and canvas shoes worth 
about Rs 42 lakhs. There are good 
prospects of securing additional orders 
worth about Rs 80 lakhs for wet blue 
hides and leather shoes. 

TAX EXECUTIVES MEET 

Mr H. R. Gokhale, union Minister 
for Law, inaugurated a three-day Con¬ 
ference of Tax Executives organised by 
the Federation of Indian Chambers of 
Commerce and Industry. He stated 
that the new Taxation Amendment Bill 
which, among other things, empowers 
the government to acquire immovable 
properties at the price at which they 
are transferred or sold, was design¬ 
ed to check the growing evil of under 
valuation of properties. He pointed 
out that in view of the fact that indirect 
taxes were increasingly being levied 
on the ad valorem basis instead of a 
specific rate, valuation and classifi¬ 
cation of goods under excise laws had 
become very important. It was neces¬ 
sary for both tax officials and producers 
to be properly guided in these matters, 
he said. The chairman of the FICCI 
Sub-Committee on Taxation, Mr A. 
K. Jain, stated in his opening address 
that the tax base had to be made more 
responsive to changes in national 
income. This could be done only by 
widening the base and including agri¬ 
culture. He said that taxation was not 
merely a means of raising Revenue, it 
was also a powerful incentive to eco¬ 
nomic growth. 

CENTRAL FOOD LABORATORY 

The union government has decided 
to set up a Central Food Standardi¬ 
sation Laboratory and three zonal food 
organisations equipped with laborato- 
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Bank of Baroda thinks 

it's time you took a load off your mind. 

WHY DON'T YOU ASK THE EXPERTS 
AT BANK OF BARODA TO SORT OUT YOUR 
INCOME TAX PROBLEMS? RIGHT AWAY? IT 
WILL LEAVE YOU A LOT OF TIME,..TO DO 
THE THINGS YOU WANT TO DO, 


Bank of Baroda has an entire Income 
Tax Consultancy Department to 
see you through the income-tax 
maze without a hitch. Whatever 
your sources of income as an 
individual—securities, 
dividends, property, salary— 
our department will prepare 
and file your tax returns. 

Advise you on complex 
matters like ceilings and 
the latest tax regulations. 

Contact your nearest 
Bank of Baroda branch 
for further details. 
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ries with a view to checking food adul¬ 
teration, ' 

AIR-INDIA YOUTH FARES 

Air-India has introduced special 
youth fares, about 50 per cent Jess than 
existing fares, between India and France, 
from November 22, Indian youths aged 
between 12 and 29 and French youths 
between 12 and 25 years will be able 
to travel on the special fares. Under 
the youth fares an economy class round 
trip ticket between Del hi-Bombay 
and Paris will cost Rs 2,993 ($399), 
between Calcutta and Paris Rs 3,750 
($500) and between Madras and Paris 
Rs 3,525 ($ 470), 

GOODS TRANSPORT SCHEME 

The South Zone Permit Scheme of 
goods transport has been extended for 
a further period of five years from Jan¬ 
uary next. The south zone comprises 
live states i.e. Maharashtra, Mysore, 
Tamil Nadu, Andhra Pradesh and Ke¬ 
rala. The first agreement was signed 
for five years at the end of 1966 which 
came into force on January 1, 1967. 
This scheme served as a model for many 
other such schemes initiated by Inter- 
State Transport Commission in the 
west, north, central and eastern India. 
Under the South Zone Permit Scheme 
goods vehicles plying in the region 
could carry cargoes along certain speci¬ 
fic routes of any of the member-states 
without obtaining counter-signatures 
and could operate on a single point 
taxation basis. The South Zone Permit 
Scheme covered a total of 1,000 public 
carriers. Each of the signatory states 
is issuing composite permits not exceed¬ 
ing 200. The permits are valid fcr 
national highways/state highways as 
specified in the agreement. Any vehicle 
plying under this scheme is required 
to pay, apait from riic motor vehicle 
tax and goods tax of the home state Rs 
500 per annum U» each of the signatory 
states. 

COKING COAL OUTPUT 

Output in the 214 coking coal mines 
iu Bihar and WesJ Bengal, the manage¬ 
ment of which had been taken over by 
government, was being maintained at 
a satisfactory level. According to a 
spokesman of the Ministry of Steel 
and Mines, despite the many problems 
faced by the Custodian-General and 
his staff during the take-over period, 
there had been no disruption of pro¬ 
duction. in fact, the output in October 
increased to about 1.05 million tonnes 
from l 03 million tonnes in September. 
The average total production per work¬ 
ing day in October after the take-over— 
about *43,400 tonnes—was almost the 
same as the daily output figure prior to 
the take-over. After the initial organi¬ 
sational and other problems of the 



SYMBOL No. 

TITLE 

PRICE 

POSTAGE 

1. MA-164 

Marketing of bidi tobacco tendu leaf and 
bidis in India. Issued by the Directorate 
of Marketing and Inspection, Ministry 
of Food Agriculture Community Deve¬ 
lopment and Co-operation (Department 
of Agriculture). 

Rs. 24.00 


2. MA-166 

Marketing of pepper in India. Issued by 
the Directorate of Marketing and Ins¬ 
pection, Min. of Food Agriculture Com¬ 
munity Development and Co-operation 
(Department of Agriculture). 

Rs. 12.50 


3. PAG-56 

An introduction to Indian Government 
Accounts and Audit (4th Edition) issued 
under the authority of the Comptroller 
and Auditor General of India. 

Rs. 3,30 

Rs.l .70 includ¬ 
ing Registra¬ 
tion. 

4. PC-180 

Report of the Committee on Technical 
Consultancy Service September, 1970. 
Issued by Planning Commission. 

Rs. 2.50 

Rs.l. 10 includ¬ 
ing Registra¬ 
tion. 

5. PC-182 

Annual Plan 1970-71. Issued by Planning 
Commission. 

Rs. 4.60 

Rs.l. 25 includ¬ 
ing Registra¬ 
tion. 

6. PC-183 

Report of the Working Group on Metro¬ 
politan Transport Service—September, 
1970. Issued by Planning Commission. 

Rs. 4.00 

Rs. 1,15 includ¬ 
ing Registra¬ 
tion. 

7. DGO. 69.72(R) 

The Indian Ephemeries and Nautical Al¬ 
manac for the year 1972. Prepared by 
Nautical Almanac Unit Regional Meteo¬ 
rological Centre Alipore, Calcutta-27. 

Rs. 17.00 


8. PMT. 106.68 

Basic Road Statistics of India—1968 (Dig- 
lot) Issued by Ministry of Shipping and 
Transport, Transport Research Division. 

Rs. 20.00 


9. PMT. 132 

Review of Public Sector Road Transport 
Industry 1968-69. Issued by 

Transport Research Division, Ministry 
of Shipping and Transport. 

Rs. 7.00 


10. DGSD-28 

Conditions of contracts governing con¬ 
tracts placed by the Central Purchase 
Organisation of the Government of India 
(now under Ministry of Supply) (Incor¬ 
porating amendments vide correction 
slips Nos. 1 to 11 issued upto 3-10-1970). 

Rs. 0.55 

Rs. 0.15 

11. PFR1-148.1 

Indian Forest Utilization Vol. 1-1970. Com¬ 
piled and written at the Editorial Board, 
Forest Research Institute and Colleges, 
Dehra Dun. 

Rs.12.50 


12. PDFS. 111.63-69 Bulletin on Commercial Crops Statistics 

J 963-64 to 1968-69. Issued by Directo¬ 
rate of Economics St Statistics, Ministry 
of Agriculture. 

Rs.27.50 


1.1. PRS 281N) 

Parliament of India, Rajya Sabha, list of 

Rc. lh 

Re. 0.15 


members showing permanent and Delhi 
addresses and Telephone numbers. Fro 
day. May 22, 1971. Issued by Rajya 
Sabha Secretariat, New Delhi. 

N. B. Registration charges of 95 paise extra for orders below Rs. 2 /« 


r AvaIIpMp from Authorised Selling Agents < 


FOR CASH SALE 
GOVT. OF INDIA KlTAB MAHAL. 

JANPATH. NEW DELHI (PHONE 44561) 

GOVT. OF INDIA BOOK DEPOT. 

6. K.S. ROY ROAD. CALCUTTA-L 
(PHONE 2VW3) 

SALE COUNTER (GOVT. OF INDIA 
PUBLICATION, BRANCH). UDYOG 
BHAWAN. RAF1 MARG. NEW DELHI. _ 

NOTE : “Postal Charges** extra for mail orders Mm Rs. $M I 
in India. 


FOR MAIL ORDERS 

MANAGER 
OF PUBLICATIONS 

am um> deiht-4 


davp 71/107 
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transition period had been tackled, 
steps were under way to improve the 
output level further during November 
and the mines would be able to meet 
in full the increasing requirements of 
the steel industry in the months ahead. 

FLOURMILL MACHINERY 

As a consequence of free sales policy 
of foodgrains in the open market and 
with greater demand and importance 
attached to more hygienic methods of 
flour milling in increasing quantities, 
there is a tendency for setting up modern 
type of roller flour mills in the country. 
There is, therefore, a considerable need 
for creating capacity for the manufac¬ 
ture of industrial roller flour mill ma¬ 
chinery. At present there is no unit in 
the large scale sector for manufacturing 
industrial roller flour mill machinery 
in the country. Some of the important 
group of equipment falling under the 
category of industrial roller flour mill 
machinery are: (a) machinery for in¬ 
take and preliminary cleaning, (b) grain 
cleaning plant, (c) diagonal flour mill 
machinery, and (d) automatic filling 
and bagging machinery. 

The union government proposes to 
encourage the creation of capacity for 
the manufacture of industrial roller flour 
mill machinery and would consider re¬ 
quests for foreign collaboration favoura¬ 
bly for the know-how for such equip¬ 
ment. Proposals arc accordingly invited 
from prospective entrepreneurs for 
establishment of capacity for manufac¬ 
ture of industrial roller flour mill ma¬ 
chinery. Proposals in this regard 
should be self-contained in all respects 
and should, inter alia, indicate details 
of (i) phased manufacturing programme 
covering percentage of imported com¬ 
ponents, percentage of imported raw 
material and broad details of the items 
of components to be imported during 
each year; (ii) requirement of both im¬ 
ported/indigenous capital equipment: 
(iii) requirement of imported raw mate¬ 
rials and components in terms of money 
value for each year; and (iv) broad 
details of foreign collaboration, if any. 
Applications in the appropriate form 
should be addressed to the Secretary, 
Ministry of Industrial Development 
(Department of Industrial Develop¬ 
ment), CLP Section. New Delhi, 
before December 31, 1971. 

AWARDS FOR METALLURGISTS 

Ten outstanding metallurgists were 
honoured by the union Ministry of 
Steel and Mines as the metallurgists of 
the year. Six of them received a cash 
award of Rs 2,000 each and the 
remaining four Rs 1,000 each, in re¬ 
cognition of their contribution to 
metallut£y, The awards were given 
on the occasion of the ninth National 
Metallurgists' Day at the Indian Institute 
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of Science, Bangalore, on November 14, 
1971. The following are the Award 
winners: Mr Atun KumarChakravarti, 
Assistant Director, Central Fuel Re¬ 
search Institute, Dhanbad. Mr H.R.S. 
Rao* Chief (Quality Control), Bharat 
Heavy Electricals Lid, TiruchirapallL 
Dr MLR.K. Rao, Scientist, National 
Metallurgical Laboratory, Jamshedpur. 
Dr K.P. Gupta, Professor and Head 
of the Dept, of Metallurgical Engineer¬ 
ing, Indian Institute Technology, 
Kanpur , Dr K.L Vasu, Assistant Pro¬ 
fessor of Metallurgy, Indian Institute 
of Science, Bangalore. MrS.K. Raritan, 
Scientist-in-Charge Ceramic Fuel Fab¬ 
rication Plant, Nuclear Fuel Complex 
Bombay. Mr S.P. Sharma, General 
Foreman, and Mr M R. Vcnkoba Rao. 
General Foreman, Rotirkcla Steel Plant, 
Rour>ela . Mr P.K. Gangopadhyaya, 
Senior Scientific Oflicer, Grade L and 
Mr V.I. Ramasvvamy, Senior Scientific 
Oflicer, Grade L Chief Inspectorate of 
Metals, Ichapur Nawabganj, 24- 
Pa rganas, West Bengal. 

INDUSTRIES IN N.-E. INDIA 

Two high powered teams consisting 
of technical officers from the Directo¬ 
rate General of Technical Develop¬ 
ment, olfice of the Development Comi- 
missioner, Small Scale Industries and 
the Planning Commission are visiting 
north-eastern India to study the 
possibilities of setting up new industries, 
both in the public and private sectors, 
covering medium and large scale in¬ 
dustries in Meghalaya Manipur and 
also in the districts of Goalpara and 
Cachar in Assam. The studies for sett¬ 
ing up new industries will be made on 
the basis of the raw materials available 
locally. The team going to Meghalaya 
and Manipur will investigate the possi¬ 
bility of establishing paper, cement and 
ceramic industries. The other team 
which is visiting Goalpara and Cachar 
will look into the setting up of new in¬ 
dustries both in the public and private 
sectors covering medium and large 
scale units in the two districts. 

RAIL WAGONS FOR POLAND 

The Polish foreign trade enterprise, 
Kolmex, has approved prototype of the 
Railway wagons against the order for 
500 wagons of a value of Rs 2.60 
crores which was placed on STC some 
time ago. Series production of these 
wagons will now commence and it is 
likely that wagons will be shipped to 
Poland towards the end of this year. 

EXPORT OF MALLEABLE IRON 

Raunaq Malleablcs have secured 
orders worth Rs 50 lakhs for export of 
malleable iron pipe fittings. Mr Raunaq 
Singh, Chairman of Raunaq Malle- 
abies. stated recently that the plant of 
the company has been equipped to pro¬ 
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duce pipe fittings and castings conform¬ 
ing to international standards. It is an 
export-oriented project and has an 
annual capacity of about 5,000 tonnes. 
The export turnover is expected to be 
two crores rupees per annum. The 
plant has recently been commissioned 
at Faridabad. 

ASIAN HIGHWAY COMMITTEE 
The union Minister of State for Par¬ 
liamentary Affairs, Transport and Ship¬ 
ping, Mr Orn Mehta, attended the Asian 
H ighvvay Co-ordinating Committee, 
meeting held recently at Bangkok. 
During his stay Mr Om Mehta discuss¬ 
ed matters of mutual interest with the 
Thai authorities. The supply of 
railway equipment from this country 
and matters relating to shipping and 
harbour facilities were also discussed 
between him and Thai government offi¬ 
cials. 

LEATHER SHOES MECHINERY 
The production and exports of lea¬ 
ther footwear and other leather articles 
are increasing day by day. For produc¬ 
ing superior goods of leather at an 
economical and competitive cost, the 
availability of sophisticated leather pro¬ 
cessing machinery is necessary. It has 
been estimated that the requirement of 
such machinery will be around Rs 300 
lakhs per year during the fourth Plan. 
In view of the increasing demand for 
such machinery, the union government 
proposes to encourage the creation of 
capacity for the manufacture of machi¬ 
nery for footwear and other leather arti¬ 
cles and would also consider the requests 
for foreign collaboration favourably 
where the same is justified for particu¬ 
lar types of sophisticated machinery. 

Proposals have been invited from 
prospective entrepreneurs for registrat¬ 
ion with the DGTD for establishing 
capacity for the manufacture of machi¬ 
nery for processing and manufacturing 
leather and leather goods. Proposals 
in this regard should be self-contained 
in all respects and should, inter alia, 
indicate details of : (a) phased manu¬ 
facturing programme covering percen¬ 
tage of imported components, percen¬ 
tage of imported raw materials and 
broad details of the items of compo¬ 
nents to be imported each year; (b) 
total requirements of both imported 
and indigenous capital equipment, (c) 
requirement of imported raw materials 
and components in terms of money value 
for each year; (<t) broad details of 
foreign collaboration, if any. Entre¬ 
preneurs desirious of establishing capa¬ 
city for manufacture of machinery for 
leather and leather goods (including 
footwear) have been requested to submit 
applications in the appropriate form 
(form for registration with DGTD) 
so as to reach the office of the DGTD 
(1M-5 Directorate). New Delhi on or 
before December 31, 1971. 
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Company Affairs 


GOLDEN TOBACCO 

The directors of Golden Tobacco 
Company Limited have reported that 
during the year ended June 30, 1971, 
turnover increased to Rs 39.60 crores 
as against Rs 32.68 in the previous 
year. The gross profit for the year has 
been Rs 164 lakhs, out of which provi¬ 
sions have been made for Rs 32.12 
lakhs for depreciation, Rs 80,000 for 
development rebate and Rs 80.10 
lakhs for taxation leaving a balance of 
Rs 51.56 lakhs to which have been 
added receipts from tax credit certi¬ 
ficates and development rebates for 
earlier years no more required and have 
adjusted the payment of balance of 
taxes for earlier years, leaving a final 
balance of profit of Rs 76.46 lakhs, 
which has been transferred to the 
general reserve, The final balance in 
the general reserve, together with the 
balance brought forward comes to Rs 
222.16 lakhs. The directors have 
recommended the payment of dividend 
of Rs 28 lakhs from the general reserve 
for the current year at 10 per cent— 
Rs one per equity share of Rs 10 
each. The directors have applied to 
the Controller of Capital Issues and 
sought his consent for; (1) capitalisation 
of Rs 70 lakhs from the general reserve 
for the issue of 700,000 equity bonus 
shares of Rs 10 each amongst the exist¬ 
ing equity shareholders in proportion 
of one against the holding of four 
equity shares; and (2) thereafter to offer 
to the general public further capital 
of Rs 1 50 crores divided into equity 
shares of Rs 10 each for the company's 
Baroda project. 

INDIAN OIL 

Mr M. Rama Brahmam, Chairman, 
Indian Oil Corporation, revealed in a 
statement issued on the occasion of 
the annual general meeting held recently 
that during the year 1970-71, the turn¬ 
over ol the corporation amounted to 
Rs 720 crores as against nearly Rs 
635 crores, showing an increase of 
over 13 per cent. The corporation 
achieved over 51 per cent participation 
in the Indian market. Profit during the 
year, before providing for depreciation 
and interest, amounted to Rs 31.32 
crores and after provision for deprecia¬ 
tion and interest Rs 15.77 crores. The 
directors, he added, had recommended 
to maintain the dividend at seven per 
cent on the paid-up capital of the cor¬ 
poration. Mr Brahmam pointed out 
that in addition to three operating 


refineries, the construction of Maldia 
refinery was progressing and it was 
expected that fuel part of the refinery 
would go on stream in the first quarter 
of 1973 and the lube complex towards 
the middle of 1973. He added that the 
three refineries at Gauhati, Barauni and 
Jawaharnagar achieved crude through¬ 
put of 6.34 million tonnes. At the 
request of Ministry of Petroleum and 
Chemicals, the corporation had pre¬ 
pared feasibility reports for two new 
refineries, one at Bongaigaon in Assam 
and other in the north-west region of 
India. 

Mr Rama Brahmam told the share¬ 
holders that the performance of the pipe¬ 
line projects had been equally impres¬ 
sive. The Barauni-Kanpur section of the 
pipeline achieved a record throughput 
of 103,318 MT of white oil products in 
the month of March, 1971. For the first 
time, black oil product was also trans¬ 
ported along with the white oil products 
through this sector of pipeline in April, 
1971. All the four major pipelines 
together accounted for the movement 
of 2.62 million tonnes of petroleum 
products during the year. Two feasi¬ 
bility studies for laying pipelines, a pro¬ 
duct pipeline from Haldia to Rajbandh 
and a crude oil pipeline from a suit¬ 
able port on the western coast to the 
proposed refinery in north-west region 
together with off-shore facilities were 
prepared by the corporation and sub¬ 
mitted to the government. The chair¬ 
man stated that the latter pipeline was 
expected to cost about R$ 75 crores for 
transportation of imported crude to the 
proposed refinery in the north-west 
region. 

MICO 

Ala meeting of the board of directors 
of Motor Industries Co Ltd, held on 
November 16, 1971, an interim dividend 
for the year 1971 of Rs 10 per ordinary 
share of Rs 100, fully paid up, subject 
to statutory deduction, was declared 
payable on or after December 21, 1971, 
to members of the company whose 
names appear on the register of mem¬ 
bers on December 21, 1971. The share 
transfer books and the register of mem¬ 
bers will be closed from December 7, 
1971 to December 21, 1971 (inclusive). 

GOODYEAR 

Goodyear India’s ridW bicycle tyre 
plant at Ballabgarh, Haryana, has 
recently been commissioned. The new 


November 2^1971 

plant will produce two million bicycle 
tyres annually. In the same location the 
company Has two automotive tyre 
plants. There is rapid expansion of the 
bicycles in use in this country, which 
runs to approximately 20.7 million- 
cycles. Nearly two million new bicycles 
are put on Intlia’s roads each year. 
Goodyear’s new bicycle tyre plant will 
meet the growing demand for quality 
bicycle tyres. 

VOLTAS 

The directors of Voltas Ltd, have 
proposed to issue rights shares in the 
ratio of one new share for every five 
shares held at a premium of Rs 50 
per share. The company has applied 
to the Controller of Capital Issues for 
the consent to issue rights shares. 

KIRLOSKAR PAUL 

Kirloskar Patil Auto Ltd, Kolhapur, 
a company incorporated with the object 
of manufacturing scooterettes and sco¬ 
oters, proposes to enter the capital 
market shortly to offer for public subs¬ 
cription 240,000 equity shares of Rs 
10 each. Preliminary negotiations with 
the State Industrial and Investment 
Corporation of Maharashtra and other 
financial institutions have been con¬ 
cluded. The company proposes to manu¬ 
facture 48 c.c. scooterettes, the design 
of which has been obtained from the 
Automobile Products of India (API), 


WHAT IS 
MULTINATIONAL 
BUSINESS 

? 

MULTINATIONAL BUSINESS is the 
Economist Intelligence Unit's nctw quarterly 
guide to the fast developing phenomenon 
of multinational corporate enterprise. 

The only publication of its kind, MULTI¬ 
NATIONAL BUSINESS records and 
comments on the main issues and trends 
affecting world-wide business, 

Apart from basic statistical data, each issue 
carries three specially written articles — 
one of which will normally be an important 
case study. 

The first Issue contains the follow¬ 
ing: 

The Unions: The Multinational opposition 
responds. New revolution in Euro- 
Banking. 

Problems in entering the American Market 
—ICl’s takeover of Atlas : A case study. 

Annual subscription £ 40, Airmail postage 
£2.75 extra. Single copy £ 15. Available 
against Rupee payment at the conversion 
rate of one £«Rk 18.00 from A* Shalt, 
Exclusive Representative in India of the 
E.I.U., 67 Marine Drive, Bombay. 20, 

Telephone: 291283. 




TURRET LATHE 


Rough turn, face, plunge,cut groove, 
open out, bore, finish turn and ream 


HMT's L22TP allows you 
pre-selection of feeds and 
speeds. Plus you get higher 
horse power,guaranteed accuracy 
and interchangeability of parts. 

The HMT L22TP turret lathe 
has features that make it a round- 
the-clock performer for both 
small lot and long production 
runs. 

Precise indexing is ensured by 
the large alloy steel pin held on 
the hardened guide bush in the 
saddle. 

Hardened steel guideways 
ensure lasting accuracy. 

Drop worm arrangement 
partnered by indexing drumstops 
operates the engagement and 
disengagement of feeds 
accurately at the point you 
want it. 

All this is for a price lowest 
among its class I 

for more details on the HMT t 
L22TP turret lathe, just get In 
touch with us: ■’% 



HINDUSTAN MACHINE TOOLS LIMITED 

HMT P.O., Bangalore 31 

Factories at: Bangalore - Pbifore* 

Kalamassery - Hyderabad 

Showrooms at: New Delhi - Bombay * 

Poona * Calcutta * Madras 

Safes Engineers at: Ahmedabad * Jabalpur - 

Kanpur Jamshedpur - Visakbapetnam 
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As our fleet expands* and its utilisation increases. • • 
places and people will continue to come closer. 


Every new plane that has joined our ileet has helped the 
, people of India come a little closer. 

It happened with the Friendships. With the Caravelles. With the HS 748s.; 
And lately, with the Boeing 737s, 

Already our Boeing 737s have helped shrink distances 
in India by hours. 

They've helped even small towns enter the jet-age. 

'With a bigger passenger capacity they've helped people and 
places come closer than ever before. 

To date, our utilisation of the Boeing 737s s 
has gone up several hundred hours. 7 
And will continue to increase. 

But this isn't the end. 













November 26, 1971 

who have successful experience in the 
line. The company will start with an 
initial production c f 6,000 scooterettes 
and will reach the full production of 
24,000 scooterettes in abiut three years. 
The entire production facilities will be 
indigenously developed. The engine will 
be supplied by Kirloskar Kisan Equip¬ 
ment Ltd, Poona and the sheet metal 
work will be done by Messrs Del-Star 
Private Ltd, Karad. 

GEDORE 

With the opening of their third plant 
at Faridabad on November 21, their 
tenth anniversary day, Gedore Tools 
(India) Pvt Ltd will have taken yet 
another step in their programme of 
expansion, established in collaboration 
with Gedore Workzeug Fabric of West 
Germany, the production has increased 
from 210 to 2978 tonnes>f hand tools, 
from a value of Rs 28 lakhs to Rs four 
crores. Having from the start conduct¬ 
ed an active export drive, Gedore Tools 
are now one of foremost exporters of 
hand tools. About 60 per cent of their 
production is exported to 45 countries 
around the world, including the USA, 
West Germany, the UK, and Japan, 
Their foreign exchange earnings in 
1970-71 were over Rs 1.80 crores and 
are still rising. 

J.K. SYNTHETICS 

Nylon staple fibre plant, a Rs seven 
crore project of J.K. Synthetics Ltd, 
Kota commenced its production re¬ 
cently after the raahurat ceremony 
was performed. The new division will 
produce nylon staple fibre with a rated 
capacity of 1.8 million Kg per annum 
and will be a substitute for imported 
wool and cotton, thus saving about Rs 
two crores of valuable foreign exchange 
per annum. It has also various and 
uses for defence products. Nylon tyre 
cord plant, a Rs five crore project of 
J K Synthetics Ltd, Kota also com¬ 
menced its production recently. 

KORLOSKAR ELECTRIC 

The directors of Kirloskar Electric 
Co. Ltd, have stepped up the divi¬ 
dend from 10 per cent to 12.5 per cent 
for the year ended June 30, 1971. 
The company’s turnover has risen from 
Rs 10.14 crores to Rs 11.62 crores. 
The gross profit has risen sharply from 
Rs 126.36 lakhs to Rs 165.81 lakhs. 
Allocations include: Rs 52.38 lakhs, 


EASTERN ECONOMIST 

depreciation (Rs 53,81 lakhs), Rs 
7.33 lakhs for development rebate re¬ 
serve (Rs 3.20lakhs), Rs $8 lakhs for 
taxation (Rs 39 lakhs), Rs one lakh to 
capital redemption reserve (Rs 3 lakhs), 
Rs two lakhs to loans redemption reserve 
(Rs 2,5 lakhs), and Rs 26.87 lakhs to 
general reserve (Rs 14.17 lakhs). The 
directors have written back a sum of 
Rs 5,17 lakhs being tax provision no 
longer required (Rs 5.30 lakhs). 

CAPITAL AND BONUS ISSUES 

Consent has been accorded to eight 
companies to raise capital amounting 
to over Rs 5.57 crores. The consents 
are valid for three months. Following 
are the details : 

The Ballarpnr Paper & Straw Board 
Mills Ltd, Calcutta, has been given 
consent to capitalise Rs 2,04,93,770 
out of its general reserves and issue 
fully-paid equity shares of Rs 10 each 
as'bonus shares in the ratio of one for 
two equity shares held. 

Jam Shri Ranjitsinghji Spinning & 
Weaving Mills Co Ltd, is permitted to 
capitalise Rs 15,54,000 out of its general 
reserves and issue fully paid equity 
shares of Rs 1000 each as bonus shares 
in the ratio of one bonus share for every 
two equity shares held. 

Ciba of India Ltd, Bombay, is granted 
consent to capitalise Rs 1,62,50,000 
out of its general reserves and issue 
fully paid equity shares of Rs 100 
each as bonus shares in the ratio of 
one bonus share for every two equity 
shares held. 

S.L.M. Maneklal Industries Ltd, has 

been accorded consent to capitalise 


The fundamental criticism of the U.S. Pro¬ 
posals for Expansion of World Trade, from the 
standpoint of backward countries such as India, 
is that the reduction of tariffs and other trade 
barriers alone would not bring about the eco¬ 
nomic development of the under developed 
countries. Indeed, the economic development of 
the backward regions and an improvement in 
their living standards are essential to large 
expansion of international trade. This propo¬ 
sition has been supported by theoretical argu¬ 
ments of an unanswerable kind: that though 
there might be an initial decline in their demand 
for manufactured articles, the badkward coun¬ 
tries wbuld soon give rise to increasing demands 
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Rs 16,000 out of its general reserves 
and issue fully paid equity shares of 
Rs 100 each as bonus shares in the 
ratio of one bonus share for every five 
equity shares held. 

Dcepak Insulated Cable Corporation 
Ltd, Bangalore, has been given permis¬ 
sion to capitalise Rs 12 lakhs out of 
its general reserves and issue fully 
paid equity shares of Rs 100 each as 
bonus shares in the ratio of two bonus 
shares for every five equity shares held. 

Tripur Lakshml Vilas Finance & 
Chit Fund Ltd, Tripur, has been given 
consent to capitalise Rs 98,675 out of 
its general reserves and issue fully 
paid equity shares of Rs 25 each as 
bonus shares in the ratio of one bonus 
share for every one equity share held. 

Atlas Copco (India) Private Ltd, 

Bombay, has been given permission to 
capitalise Rs 60,97,400 (nominal) in 
6000 equity shares of Rs 10 each at par 
to Atlas Copco A.B. Stockholm, 
Sweden for machinery already supplied 
to them; 2,82,400 equity shares of Rs 
10 each to be allotted as bonus shares 
to their principals or their nominees 
and 3,211,340 equity shares of Rs 10 
each at a premium of Rs 7,50 per share 
to the Indian public by prospectus. 

Ashoka Mills Ltd, Ahmedabad has 
communicated to government of its 
proposal to issue capital under Clause 
5 of the Capital Issues (Exemption) 
Order, 1969 to the extent of Rs 100 
lakhs in eight percent debenture stock 
ofRs 1000 each for cash at par. The 
“proceeds are to be used to finance the 
modernisation and renovation pro¬ 
gramme of the company. 


of different and higher qualities of consumer 
goods and targe quantities of raw materials and 
capita] goods and therefore industrialisation of 
backward countries is bound to benefit the ad¬ 
vanced countries. But factual evidence in sup¬ 
port of this view, difficult to collate and elu¬ 
sive, has not been marshalled so far, although 
such evidence is all-important for the formula¬ 
tion of an expansionist international commer¬ 
cial policy. Industrialization and Foreign 
Trade, the last of the scries of studies on com- 
mcrcial policy published by the League of 
Nations, is an important contribution and fills 
a distinct gap in the study of this difficult 
subject. 


£a.dtetn Hconomilt 25 Ifeati 

NOVEMBER 29, 1946 
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RECORDS AND STATISTICS 


Wholesale Prices 


The wholesale prices as measured by 
the official index (with the year ended 
March 1962«100) advanced by 0.6 
per cent to 192.7 in September, 1971 
as against 191.6 for the earlier, month. 
The index for September, 1971, was 
higher by 5.2 per cent when compared 
to 183.2 for September, 1970. The rise 
in the ‘all commodities’ index during 
September, 1971 was shared by an 
advance in almost all the constituent 

f roups, ‘food articles* (+0.8 % to 
17.6), iiquor & tobacco’ (+1.4% 
to 194.1), ‘industrial raw materials’ 
(+0.2% to 200.7), ’machinery & 
transport equipment* (+0.1 to 158.4) 
and manufactures’ 0+0.8% to 167.1). 
The indices for the ‘fuel, power, light 
& lubricants’ and ’chemicals’ groups 
however remained unchanged at their 
earlier month’s revised levels of 173.1 
and 198.1, 

Food Articles 

The sub-group indices for ‘cereals’ 
and ’pulses' moved up by 0.9 and 1.3 
per cent to 207.8 and 285.5 respectively 
due an advance in the prices of all 
the cereals and pulses (except ragi 
in the case of cereals and moong and 
masur among pulses which fell). As a 
result: of an advance in the prices of 
cereals and pulses the index for ‘food- 
grains’ rose by 1.0 per cent to 221.9. 
At this level, the index for ‘foodgrains’ 
was also higher by 5.4 per cent when 
compared to that of a year ago. The 
index for ‘fruits & vegetables’ sub¬ 
group declined sharply by 14.4 per 
cent to 199.1 due to a fall in the prices 
of oanges and bananas. The prices, 
of potatoes, onions and cashewnuts 
however, moved up. The sub-group 
index for ‘milk and milk products’ 
registered a rise of 4.8 per cent to 229.4 
due to enhanced prices of milk and 
ghee. Lower prices of all the endible 
oils brought down the sub-group indese 
for ‘edible oils’ by 1.8 percent to211.4. 
The sub-group index for ’fish, eggs and 
meat’ worked out to 237.0 as against 
236.7 for August, 1971. The prices of 
eggs and meat moved up while the 
prices of fish declined. The sub-group 
index for ’sugar & allied products’ 
advanced by 4.6 per cent to 229.4 due 
to a rise in the puces of all the items 
under it except confecrionery which 
remained unchanged. Enhanced prices 
of turmeric, cummin, cardamoms tea, 
coffee, betclnuts, and salr pushed up 
the index for ‘other food articles’ by 
1.8 per cent to 176.4, The prices of 
black pepper and chillies however, 
declined. 

Liquor and Tobacco 

The index for liquor and tobacco’ 


group moved up by 1.4 per cent to 
194.1 due to an increase in the prices 
of tobacco raw. 

Fuel, Power, Light Sc Lubricants 
The index for this group remained 
unchanged at its earlier month’s level 
of 173,1. The prices of castor oil, 
however, moved up. 

Industrial Raw Materials 

The index for ‘fibres’ sub-group ad¬ 


vanced by 0,6 per cent to 195.4 as 
against 194,3 for the earlier month due 
to increase in the prices of cotton raw 
and silk raw. The prices of jute raw 
and mesta hejnp raw and wool raw, 
however, declined. The sub-group index 
for oilseeds’ declined by 0.2 per cent 
to 221.9 on account of a fall in the 
prices ofgroundnuts, gingelly seed and 
copra. The prices of linseed, castor- 
seed and cottonseed, however, moved 
up. The sub-group index for ‘minerals’ 
remained unchanged at its previous 
month’s level of 141.1. The sub-group 
index for ‘other industrial raw materials’ 
moved up from 171.5 in the preceding 
month to 171.9 due to a rise in the 


INDEX NUMBERS OF WHOLESALE PRICES BY GROUPS AND 
SUB-GROUPS OF COMMODITIES 

(Base 1961-62=100) 


Sept. 

G roup and sub-group 1971 

Aug. 

1971 

Sept. 

1970 

Percentage change 

Sept. 1971 Sept. 1971 

Aug. 1971 Sept. 1970 

Food articles 

217.6 

215.8 

209.6 

1-0.8 

+ 3.8 

Foodgrains 

221.9 

219.8 

210.6 

+ 1.0 

+ 5.4 

Cereals 

207.8 

206.0 

203.5 

+ 0,9 

+ 2.1 

Pulses 

285.5 

281.8 

242.3 

+ 1.3 

+17.8 

Fruits and vegetables 

199.1 

232.7 

186.8 

—14.4 

+ 6.6 

Milk and milk products 

229.4 

218.9 

218.9 

+ 4.8 

+4.8 

Edible oils 

211.4 

215,3 

246.8 

—1.8 

— 14.3 

Fish eggs and meat 

237.0 

236.7 

227.4 

+ 0.1 

+ 4.2 

Sugar and allied products 

229.4 

219.3 

180.7 

+ 4.6 

+ 27.0 

Others 

176.4 

173.2 

193.8 

+ 1.8 

—9.0 

Liquor and tobacco 

194.1 

191.5 

183.3 

E 1.4 

+ 5.6 

Fuel, power light & lubricants 

173.1 

173.1 

161,8 

Nil 

+ 7.0 

Industrial raw materials 

200.7 

200.3 

197.7 

+ 0.2 

+ 1.5 

Fibres 

195.4 

194.3 

168.2 

+ 0.6 

+ 16.2 

Oilseeds 

221.9 

222.3 

239.1 

— .02 

--7,2 

Minerals 

141.1 

141.1 

141.4 

Nil 

—0.2 

Others 

171.9 

171.5 

165.9 

+ 0.2 

+ 3.6 

Chemicals 

Machinery and transport 

198.1 

198.1 

188.2 

Nil 

+ 5.3 

equipment 

158.4 

158.2 

148.1 

+ 0.1 

+ 7.9 

Electrical machinery 
Non-electrical 

157.7 

156.8 

148.8 

+ 0.6 

+ 6.0 

machinery 

166.2 

166.2 

154.0 

Nil 

+ 7.9 

Transport equipment 

144.9 

144.9 

136.5 

Nil 

+ 6.2 

Manufactures 

167.1 

166.6 

154.0 

+ 0.3 

+ 8.5 

Intermediate products 

197.7 

196.9 

175.9 

+ 0.4 

+ 12.4 

Finished products 

159.7 

159.3 

148.7 

+ 0.3 

+ 7.4 

Textiles 

165.4 

164.8 

148.7 

+ 0.4 

+ 11.2 

Cotton manufactures 

161.0 

160.6 

141.8 

+0.2 

+ 13.5 

Jute manufactures 

Silk and rayon 

189.8 

188.9 

177.7 

+ 0.5 

+6.8 

manufactures 

125.3 

124.0 

117.0 

+ 1.0 

+ 7.1 

Woollen manufactures 

191.0 

191.0 

182.0 

Nil 

+4.9 

Coirmats and mattings 

175.8 

175.8 

167.9 

Nil 

+4.7 

Metal products 

178.7 

178.5 

165.7 

+ 0.9 

+ 3.7 

Non-metallic products 

150.4 

150.4 

141.3 

Nil 

.+6.4 

Chemical products 

150.0 

150.0 

145.1 

Nil 

+ 3.4 

Leather products 

97.5 

97.5 

92.1 

Nil 

+ 5.9 

Rubber products 

157.1 

157.0 

155.4 

+ 0.1 

+ 1.1 

Paper products 

125.8 

125.8 

121.3 

Nil 

+3.7 

Oilcakes 

182.4 

179.5 

203.4 

1.6 

—H). 3 

Misc. Products 

123.6 

123.6 

122.5 

Nil 

—0.9 

All commodities 

192.7 

191.6 

183.2 

+ 0.6 

+5.2 


Source : Economic Adviser to the Govt, of India. 
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TOBACCO 
AND THE 
IMPORTANCE 
OF 

RESEARCH 


The production of Indian 
tobacco must be geared 
to meet tb# changing 
demands of highly 
competitive international 
markets. To achieve this, 
we need constant research 
to evolve new strains of 
tobacco suitable for Indian 
conditions and to develop 
cultivation in now areas. 

Indian Leaf Tobacco 
Development Company is the 
only leaf tobacco company 
to have established a 
comprehensive Research 
and Development Laboratory 
as far back as 40 years ago. 
Research, covering all aspects 
of the tobacco crop, will 
account for Rs. 16 lakhs this 
year. Cigarette research 
on consumer preferences, 
packaging and other materials 
is carried out by ILTD's 
sister company, India Tobacco 
Company Ltd. 

Manned by highly qualified 
scientists and agronomists, the 
I LTD Research Laboratory 
has several achievements to 
its credit. Two of the preferred 
export varieties grown in 
Andhra today—Spl. FCVand 
"6/03"—were evolved by 
I LTD. Plant breeding is only 
one of its many functions. 

The Research Laboratory also 
assists farmers in scientific 
production of tobacco by 
providing soil and water 
testing, advice on fertilisers, 
pest control and curing 
methods. The benefits to 
the farmer are reflected 
in improved qualities and 
increased yields, consequently 
leading to a rise in his 
standard of living. 

The application of scientific 
cultivation practices—a 
systematic programme of crop 
rotation—has also resulted 
in higher yields of other food 
crops grown by the farmer. 
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prices of skins raw and lac. The prices 
of tanning materials, however, receded. 

Chemcials 

The index for ‘chemicals’ group 
stood stationary at its previous month’s 
level of 198.1. • 

Machinery and Transport Equipment 

The sub-group index for ‘electrical 
machinery’ advanced by 0,6 per cent 
to 157.7, The sub-group indices of 
4 non-electrical machinery’ and ‘trans¬ 
port equipment’ and remained un¬ 
changed at their previous month’s 
levels of 166.2 and 144.9 respectively. 

Intermediate Products 

The index for ‘intermediate products’ 

INDEX 
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moved up by 0.4 per cent to 197.7 
owing to an increase in the prices of 
cotton yarn, brass (sheets) and lead 
although prices of rayon a yarn, coir 
yarn, zinc and tin declined. 

Finished Products 

Higher prices of cotton manufactures 
(*+0.2 per cent to 161.0) jute manu¬ 
factures (+0.5 per cen* to 189.8) 
and siJk rayon manufactures (+1.0 
per cent to 125.3) pushed up the sub¬ 
group index for ‘textiles’ by 0.4 per 
cent to 165.4. The indices for woollen 
manufactures and coir mats and mat¬ 
tings remained unchanged at their 
previous month’s levels of 191.0 and 
175.8 respectively. The subrgroup index 
for ‘metal products’ worked out to 

NUMBERS OF INDUSTRIAL PROD 
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178.7 as against 178.5 for the previous 
month due io a rise in the prices of 
cutlery and handware and aluminium 
utensils. The index for 'rubber pro-* 
ducts' sub-group stood at 157.1 as 
against 157 0 owing to a slight rise in 
the prices of other rubber products. 
The sub-group index for ‘oilcakes’ 
advanced by 1.6 per cent to 182.4. 
Toe indices for ‘non-metallic products’ 
‘chemical products’ ‘leather products/ 
‘paper products’, and 'miscellaneous 
products' remained unchanged at their 
previous month’s levels of 150.4 150.0 
97.5. 125.8 and 123.6 respectively. 
On the whole, the index for ‘finished 
products’ moved up by 0.3 per cent to 

159.7 during the month under 
review. 


(Base : I960 100) 


Items 

1970 


1971 


Items 

1970 

Jan¬ 

uary 

1971 


Jan¬ 

uary 

i Feb¬ 
ruary 

March 

Feb¬ 

ruary 

March 

General Index 





Drujps and pharmacc- 





Seasonally adjusted 

180.7 

183.0 

182.9 

182.7 

uticals 

156.7 

156.7 

156.7 

156.7 

Crude 

180.7 

188.4 

179.2 

190.7 

Fine chemicals 

132.3 

150.0 

154.0 

163.5 

Mining and Quarrying 

149.0 

152.4 

150,6 

156.7 

Petroleum refinery pro- 





Manufacturing 

174.7 

182.3 

173.0 

185.7 

ducts 

297.3 

290.6 

305.3 

293.6 

Food manufacturing 





Manufacture of non- 





industries: 

157.5 

170.6 

161.4 

171.3 

metallic mineral, pro- 





Sugar factories and re- 





ductsft 

189. 1 

202.9 

193.9 

218,9 

fineries 

165.3 

356.2 

321.1 

319.9 

Manufacture of cement 

177.9 

198.5 

187.4 

206.3 

Vanaspati 

154.4 

195.8 

181.0 

177.4 

Basic metal industries 

205.5 

216.3 

199.2 

228.3 

Tea 

128.4 

22.1 

23.9 

38.1 

Iron and steel basic in- 





Coffee curing 

129.3 

201.3 

248.3 

357.3 

dustries 

187.8 

197.2 

177.3 

209.6 

Beverage and tobacco 





Non-ferrous basic metal 



* 


industries 

170.1 

182.3 

141.6 

165.8 

industries 

301.2 

319.8 

317,4 

329.7 

Cigarette manufacturing 

168.0 

185.5 

142.6 

165.8 

Aluminium manufac- 





Manufacturing of textiles 

109.7 

103.9 

99.4 

105.2 

turing 

508.7 

536.8 

527.5 

543.0 

Spinning, weaving and 





Manufacture of metal 





finishing of cotton textiles 111.8 

106.1 

99.2 

N.A 

products* 

219.0 

242,7 

238.2 

259.2 

Woollen textiles 

161.6 

163.5 

157.9 

154.6 

Manufacture of machi- 





Jute manufactures 

85.1 

90.3 

89.9 

87.5 

nery** 

369.5 

400.8 

378.5 

427.6 

Manufacture of paper 





Manufacture of indus¬ 





and paper products 

216.2 

223.8 

203.6 

203.6 

trial machinery 

120.6 

91.8 

86,5 

95.6 

Manufacture of paper 

217.4 

225.1 

204.9 

205.6 

Machine tools 

327.6 

327.7 

363.9 

397.6 

Manufacture of leather 





Manufacture of electri¬ 





and fur products! 

65.3 

50.0 

57.1 

70.9 

cal machinery 

362.7 

386.4 

390.3 

409.6 

Manufacture of rubber 





Manufacture of batteries 

232.3 

247.5 

240.6 

227.8 

products 

215.7 

225.4 

222.4 

232.3 

Manufacture of trans¬ 





Tyres and tubes 

258.3 

281.6 

269.2 

283.2 

port equipment 

132.0 

128.7 

128. 1 

143.6 

Manufacture of chemi- 





Manufacture of motor 





cals and chemical pro- 





vehicles 

157.8 

178.1 

177.5 

198.2 

ducts 

236.5 

266.1 

246.5 

254.4 

Motor cycles and bi¬ 





Basic industrial chemi- 





cycles 

266.5 

244.5 

261.0 

243.7 

cals including fertilisers 

332.2 

415.6 

369.9 

396.3 

Manufacture of motor 





Heavy organic chemicals 

287.7 

344.3 

295.7 

369.7 

cycles and scooters 

603.2 

545.3 

593.2 

470.6 

Heavy inorganic che- 





Manufacture of bicycles 





micals 

337.4 

380.2 

338.1 

365.2 

Sc tricycles 

194.9 

180.5 

190.3 

195.4 

Synthetic resins and 





Electricity generated 

334.0 

350.5 

330.4 

N.A. 

plastics 

194.4 

177.6 

175.1 

232.9 






Synthetic fibres 

230.7 

216.0 

242.6 

258.4 

♦ 





Dyestuff and dyes 

195.6 

229.1 

223.8 

199.6 

^Except machinery and transport equipment. 


Manufacture of fertilisers 

668.7 

951.4 

724,9 

841.1 

♦♦Except electrical machinery; 

fExcept footwear and 

Manufacturing of paints 
varnishes and lacquers 

115.2 

107.0 

113,6 

11J .5 

other wearing apparel; 
and mal 

ttExcept 

products of petroleum 

Fine pharmaceutical 










chemicals 

156.6 

156.6 

156.7 

156.7 



Source ; 

c.s.o. 
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(Rs crorcs) 


Last Friday 


Money 

supply 

Total 
currency 
with the 
public 

Deposit money with the public 

Total 
variations 
in money 

supply 

Total 

Net demaud Other deposits 
deposits of with Reserve 
banks Bank 

1960-61 


2,868.61 

2,098.05 

770.56 

757.10 

13.46 

+ 199.16 

1965-66 


4,529.39 

3,034.28 

1,495,10 

1,478.38 

16.72 

+ 449.11 

1966-67 


4,949.96 

3,196.80 

1,753.16 

1,711.75 

41.41 

+ 429.57 

1967-68 


5,350.07 

3,376.08 

1,973.99 

1,917.66 

56.32 

-4 400.11 

1968-69 


5,779,25 

3,681.25 

2,097.28 

2,016.41 

80.88 

+ 429.18 

1969-70 


6,386.54 

4,010.34 

2,376.20 

2,318.30 

57.90 

-1 607.29 

1970-71 


7,134.81 

4,379.84 

2,754.97 

2,711.14 

43.83 

+ 748.27 

December 1970 


6.795.10 

4,168.30 

2,626.70 

2,563.70 

63.00 

-1 93.00 

January 1971 


6,944.90 

4,257.52 

2,687.38 

2,628.83 

58.83 

+ 149.80 

February 1971 


7,038.67 

4,323.54 

2,716.13 

2,668.41 

47.72 

-} 94.77 

March 1971 


7,134.81 

4,379.84 

2,754.97 

2,711.14 

43.83 

-1 96.14 

April 1971 


7,275.70 

4,507.42 

2,768.28 

2,717.52 

50.76 

+ 140.89 

May 1971 


7,350.94 

4,538.26 

2,812.68 

2,775.24 

37.44 

4 75.24 

Jrnc 1971 


7,452.25 

4,589.15 

2,863.09 

2,830.85 

32.24 

-1- 101.31 

July 1971 


7,319.87 

4,450.57 

2,869.30 

2,845.50 

23.80 

-132.38 

August 1971 


' 7,337,66 

4,434.96 

2,902.70 

2,852.84 

49.86 

17.79 

September 1971 


7,393.00 

4,741.00 

2,922.00 

2,881.00 

41.00 

+ 55.34 

October 1971 


7,451.00 

4,473.00 

2,978.00 

2,929.00 

49.00 

-i 58.00 






Source 

: Reserve Bank of India 


FACTORS AFFECTING MONEY SUPPLY 



( Rs crorcs) 

Week ended 

1970 



1971 



Oct. 30 

Oct. 1 

Oct. 8 

Oct. 15 

Oct. 22 

Oct. 29 

Money Supply with the Public 

6,700 

7,469 

7,478 

7,481 

7,503 

7,451 

Currency with the public 

4,104 

4,519 

4.563 

4,557 

4,546 

4,473 

Other deposits with the Reserve Bank 

74 

57 

39 

50 

46 

49 

Bank Money 

2,521 

2,893 

2,876 

2,874 

2.911 

2,929 

Factors affecting Money Supply (1:2 \ 3 -i 4 -5 - 6) 

1. Net bank credit to government sector 

4,947 

5,768 

5,898 

5,935 

5,948 

5,941 

2. Net bank credit to commercial sector 

1,915 

1,952 

1,993 

1,946 

1,910 

1,917 

Of which: Banks’ 1 " net credit to commercial sector (a—b) 

1.813 

1,771 

1,811 

1,764 

1,728 

1,747 

(a) Claims on commercial sector 

5,092 

5,653 

5,703 

5,668 

5,653 

5,678 

(b) Non-monetary liabilities of banks 

3,278 

3,882 

3,892 

3,904 

3,925 

3,931 

3. Net foreign exchange assets of banking sector 

646 

587 

600 

603 

606 

604 

4. Government's net currency liabilities to the public 

370 

386 

389 

390 

390 

389 

5. Net non-monetary liabilities of the Reserve Bank 

591 

629 

691 

695 

703 

805 

6. Residual 

- 587 

595 

711 

698 

648 

595 


♦Excluding Reserve Bank.. 


Source : Reserve Bank of India. 
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RESERVE BANK OF INDIA (Rs crores) 



Nov 5, 

* 1971 

A week 
ago 

A month A year 
ago ago 

Issue Department 

Notes held in hanking 
department 

18.86 

40.00 

27.64 

47.63 

Notes in circulation 

4355.06 

4315.79 

4398.00 3991.01 

Total notes issued 

4373.92 

4355.80 

4425.64 4038.64 

Gold coin and bullion 

182.53 

182.53 

182.53 

182.53 

foreign securities 

218.42 

218.42 

218.42 

366.42 

Rupee coin 

39.94 

41.82 

41.65 

57.37 

Government of India 
rupee securities 

3933.03 

3913.03 

3983.04 3432.33 

Banking Department 

Deposits of central gov¬ 
ernment 

64.27 

158.00 

118.00 

83.76 

Deposits of state gov¬ 
ernments 

5.12 

5.73 

5.03 

18.46 

Deposits of banks 

240.59 

247.31 

232.60 

189.77 

Other deposits 

76.40 

79.00 

68.65 

118.88 

Other liabilities 

778.08 

774.08 

761.71 

570.15 

Total liabilities or assets 

1164.45 

1264.12 

1186.01 

981.02 

Notes and coins 

18.93 

40.12 

27.72 

47.73 

Balances held abroad 

184.39 

188.79 

185.02 

127.09 

Loans and Advances 
State governments 

345.83 

358.21 

3^0.16 

186.11 

Scheduled commercial 
banks 

16.93 

18.63 

79.39 

153.26 

State co-operative 

banks 

297.49 

298.08 

286.18 

301.45 

Other loans and ad¬ 
vances 

69.21 

68.13 

64.09 

28.82 

Bills purchased and dis¬ 
counted 

62.62 

102.65 

45.40 

6.45 

Investments 

130.20 

154.39 

152.08 

97.61 

Other assets 

38.82 

35.11 

35.95 

32.50 


SCHEDULED COMMERCIAL BANKS 


(Rs crores) 




Nov 5, 
1971 

A week 
ago 

A month A year 
ago ago 

1 . 

Demand deposits* 

2820.86 

2839.99 

2790.09 

2461.43 

2. 

Time deposits* 

3781.84 

3741.32 

3699,75 

3139.77 

3. 

Aggregate deposits* 

6602.70 

6581.31 

6489.84 

5601.20 

4. 

Cash 

186.37 

186.20 

178.81 

190.78 

5. 

Balances with Rcs- 
serve Bank 

232.75 

208.45 

195.69 

215.27 

6. 

Cash and balances 
with Reserve Bank 

419.12 

394.65 

374.50 

406.04 

7. 

Borrowing from Re¬ 
serve Bank 

16.93 

18.63 

79.39 

165.88 

8. 

Investments in gov¬ 
ernment securities 

1566.04 

1564.72 

1536.97 

1328.53 

9. 

Advances 

3893.86 

3896.61 

3920.31 

3559.35 

10. 

Bills purchased and 
discounted 

949.91 

942.63 

937.80 

743.62 


Inland bills 

735.60 

725.75 

724.36 

543.88 


Foreign bills 

2(4.31 

216.88 

213.44 

199.74 

11. 

Total bank credit 

4843.77 

4839.24 

4588.11 

4302.97 

12, 

Percentage of 
(6) to (3) 

6.35 

6.00 

5.77 

7.25 


(8) to (3) 

23.72 

23.78 

23.68 

23.72 


(11) to (3) 

73.36 

73.53 

74.86 

76.82 


♦Excluding inter-bank borrowings ' 

Source : Reserve Bank of India. 


Week ended 


INDEX NUMBERS OF SECURITY PRICES (Base : 1961-62-MOO) 

1970 1971 

Nov. 7 Oct. 9 Oct. 16 Oct. 23 Oct. 30 Nov. 6 


Government and Semi-government Securities—AH-lndia 


Total 99.3 

Government of India 99.0 

State governments 100.5 

Semi-government institutions 101.1 

Debentures—All-India 93.4 

Preference Shares—All-India 87.5 

Variable Dividend Industrial 

Securities—All-India—Total 105.0 

Agriculture and allied activities 93.5 

Mining and quarrying 58.5 

Processing and manufacturing : Total 102.3 

Foodstuffs, textiles etc. 86.9 

Metals, chemicals, etc. 108.9 

Others 129.6 

Other industries 126.6 

Financial 128.3 

Variable Dividend Industrial Securities (regional) 

Bombay 117.2 

Calcutta 101 -4 

Madras 91,9 

Ahtnedabad 84.2 

Delhi 123.6 


97.6 

97.6 

97.6 

97.6 

97.6 

97.0 

97.0 

97.0 

97.0 

97.0 

100.4 

100.4 

100.3 

100.3 

100.3 

100.7 

100.3 

100.3 

J0Q.3 

100.3 

92.8 

92.8 

92.8 

92.8 

92.8 

82.9 

82.5 

82.4 

82.4 

82.3 

92.7 

91.2 

90.6 

90.3 

89.3 

86.2 

86.1 

86.5 

86.1 

85.8 

51.1 

51.1 

50.3 

49.9 

49.6 

89.7 

88.1 

87.3 

87.1 

86.1 

75.3 

74.1 

73.7 

73.7 

73.0 

93.8 

92.1 

91.0 

90.5 

89.6 

120.7 

188.8 

117.5 

117.2 

115.1 

113.5 

112.0 

112.4 

111.3 

110.3 

121.5 

120.1 ' 

120.8 

120.8 

120.9 

100.8 

98.9 

98.7 

98.3 

97.3 

92.0 

90.5 

89.5 

88.8 

87.5 

84.7 

84.2 

83.6 

83.7 

83.7 

69.3 

68.3 

67.8 

68.3 

67.8 

105.4 

103.9 

102.9 

103.0 

102.6 


Source : Reserve Bank of India. 
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CONSUMER PRICE INDEX NUMBERS FOR INDUSTRIAL WORKERS 


1970 . 1971* 

Centre 1965-66 1966-67 1967-68 1968-69 1969-70 1970-71 - -- 

• Aug. Apl. May June July Aug. 


(Base : 1949=100) 


All-India 

169 

191 

213 

212 

215 

226 

227 

224 

224 

227 

231 

236 




(Base : 

: 1960= 

100) 








All-India 

-- 



174* 

* 177 

186 

187 

184 

184 

187 

190 

194 

Ahmedabatl 

130 

148 

168 

165 

169 

176 

174 

173 

173 

176 

178 

181 

Alwaye 

145 

158 

183 

198 

197 

198 

198 

190 

190 

200 

200 

203 

Asansol 

140 

145 

168 

176 

178 

189 

190 

187 

186 

189 

192 

196 

Bangalore 

144 

159 

172 

180 

183 

186 

186 

188 

190 

191 

192 

193 

Bhavnagar 

132 

152 

173 

176 

178 

186 

188 

189 

187 

186 

188 

193 

Bombay 

130 

147 

162 

167 

175 

182 

181 

186 

186 

188 

189 

190 

Calcutta 

131 

148 

163 

170 

172 

182 

185 

176 

176 

179 

184 

189 

Coimbatore 

132 

144 

151 

147 

154 

164 

165 

167 

169 

172 

174 

178 

Delhi 

136 

152 

172 

178 

185 

199 

199 

205 

202 

208 

211 

216 

Dighboi 

138 

160 

198 

185 

180 

189 

192 

182 

184 

184 

186 

191 

Gwalior 

139 

160 

191 

179 

184 

191 

196 

187 

188 

193 

197 

200 

Howrah 

137 

154 

178 

181 

176 

186 

187 

182 

182 

184 

187 

189 

Hyderabad 

140 

158 

167 

173 

185 

189 

189 

187 

186 

191 

192 

195 

Jamshedpur 

136 

158 

183 

171 

170 

183 

188 

180 

189 

185 

188 

191 

Madras 

134 

144 

151 

150 

160 

170 

170 

172 

171 

174 

180 

182 

Madurai 

128 

142 

146 

148 

160 

177 

175 

180 

181 

186 

190 

193 

Monghyr 

151 

187 

215 

185 

188 

205 

207 

195 

192 

196 

204 

211 

Mundakayam 

138 

152 

173 

186 

191 

197 

198 

190 

188 

198 

194 

202 

Nagpur 

138 

148 

164 

166 

176 

187 

187 

184 

184 

187 

189 

193 

Saharanpur 

141 

163 

188 

176 

181 

186 

185 

189 

189 

190 

192 

193 

Sholapur 

128 

150 

165 

167 

176 

185 

183 

186 

185 

191 

197 

203 


’‘■Provisional ** Average for eight months from August 1968 to March 1969. Source: Labour Bureau 


CONSUMER PRICE INDEX NUMBERS FOR URBAN NON-MANUAL EMPLOYEES 


(Base : 1960=100) 


1970 1971* 

Centre J965-66 1966-67 1967-68 1968-69 1969-70 1970-71 - --- 

July Mar. Apr. May June July 


All-India 

132 

146 

159 

161 

167 

174 

175 

174 

174 

175 

176 

178 

Bombay 

132 

142 

153 

156 

162 

168 

168 

166 

169 

170 

172 

173 

Delhi-New Delhi 

131 

142 

154 

162 

168 

174 

174 

176 

176 

175 

176 

179 

Calcutta 

126 

139 

152 

156 

162 

170 

170 

168 

168 

168 

172 

174 

Madras 

133 

147 

154 

154 

161 

175 

174 

181 

181 

181 

181 

183 

Hyderabad-Secunderabad 

133 

147 

155 

159 

167 

174 

175 

175 

173 

173 

175 

176 

Bangalore 

133 

145 

156 

160 

164 

172 

170 

175 

175 

176 

177 

177 

Lucknow 

132 

146 

159 

156 

361 

166 

166 

168 

168 

166 

169 

171 

Ahmed a bad 

131 

146 

160 

162 

168 

171 

173 

167 

167 

168 

168 

171 

Jaipur 

133 

150 

162 

168 

176 

183 

189 

181 

181 

180 

182 

186 

Patna 

139 

160 

179 

174 

180 

191 

192 

188 

185 

184 

187 

191 

Srinagar 

134 

143 

160 

167 

174 

184 

179 

190 

189 

188 

187 

187 

Trivandrum 

131 

146 

165 

168 

172 

178 

176 

177 

178 

178 

179 

180 

Cuttack-Bhubancswar 

142 

154 

164 

167 

169 

176 

175 

175 

174 

175 

178 

181 

Bhopal 

133 

344 

166 

166 

172 

180 

181 

182 

181 

181 

181 

186 

Chandigarh 

129 

143 

155 

164 

171 

178 

179 

178 

178 

178 

179 

180 

Shillong 

123 

134 

155 

163 

164 

166 

168 

166 

171 

171 

172 

.173 


* Provisional 


Source : C.S.O 
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ALUMINIUM in 

CONSTRUCTION a 
STRUCTURAL USES 

For Building 6 Constructs HINDALCO effurs Sami-fabricated aluminium product* 
(sheet* and axtnidad shlpos) in a wide range to tuit divorn job*. High strongth-tm 
weight ratio and low aiaintonanco costs make Aluminium the idaal choice of modem 
builders and architects. Basidas. for making buildings cool in summer and warm 
in winter, aluminium panels am being increasingly used-today in modern sky-scraper* 

HINDALCO Semi-fabricated products are so versatile that they can be used in making 
almost anything, from landing mat for Aeroplans in an emergency defence purpose 
to drainage culverts in farms for Agricultural purposes. 

MODERN BUILDERS SPECIFY HINDALCO ALUMINIUM. 
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co-operatives 

as an instrument for adult education 

4ti * 



What happens when 


a village woman in Kaira 
peers at buffalo semen 
through a microscope? 

In Kaira, batches of women-*most of them illiterate—visit the artificial 
insemination centre every day. They learn the mysteries of conception and birth 
in scientific terms, from the technicians employed by their milk co-operative. 

Can they help relating* these facts to themselves? When their technicians 
speak of the nutrition tweeds of buffaloes and calves, their thoughts turn to 
themselves and their children, 

A new 1 view of their own life begins to form, and the frontiers of knowledge widen# 
When true education begins, superstition breaks down* 


Amul has shown the way. 
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Regd. Office t 

1BIRLAGRAM, NAGDA ( M. P.) 


Gram I 'WOODPULP\ Calicut. 


Phona i 3971*74 




DECEMBER 3, 1971 


portrait of a Failure. 

Central Finances Feel the Pinch 
Role of Research in Development 
TOC’s Balance-Sheet 
Aid Plus Trade —Guenter Diehl 
Directions of Trade- - L.N. Mislira 

State Bank Takes Strides- -A Corres¬ 
pondent 

FROM THE PRESS GALLER Y 
Government Plays it Cool. 


983 

984 

985 

986 

988 

989 


990 

993 


WINDOW ON THE WORLD 
The World Monetary Outlook- 1. 
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TRADE WINDS 

Car Prices; Consumers' Union; 
Management Conference; American 
Library; Gujarat's Pleas; Vanaspati 
Prices; Asian Trade Fair; Trade with 
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PORTRAIT OF A FAILURE 


Tin* editor of this journal was among those who had hopes of Mr Muinul Huquc 
Choudhury when the latter became the Minister for Industrial Development. 
There were quite a few things going for Mr Choudhury and his age was only 
one of them. First and foremost was the fact that the Prime Minister seemed 
keen on her administration giving a new deal to the forces of industrial expansion. 
There were indications particularly of her having become impatient with the slow 
moving of files, interdepartmental buck-passing and the frustrating delays and 
deficiencies in the processes of decision-making in government. In the circum¬ 
stances, it seemed reasonable to suppose that a new minister come to assume the 
important responsibility for industrial development would be able to take full ad¬ 
vantage of the Prime Minister’s desire to get things done since he would be having 
every incentive to be positive and dynamic. Then there was the point that Mr 
Choudhury, as a new-comer to the central government, could address himself 
with a fresh mind to issues which had tended to get involved with the personal 
prejudices of previous ministers or become imprisoned in their fixed habits of 
thinking. Above all, as the successor to Mr Fakhruddin AH Ahmed in the 
Ministry of Industrial Development, Mr Choudhury was in the enviable position 
of having much to gain by comparison. 

It has been bad for the country and it has done no good to the minister that 
he has failed to rise to these opportunities. As the months of his ministership are 
passing by, it is becoming increasingly obvious that it is not in him to grow in his 
present job. What appeared initially to be the enthusiasms of an eager beaver 
wanting to go places are now coming to be exposed as basic weaknesses of 
judgment. Not surprisingly then the minister has been thrashing about, ener¬ 
getically no doubt, but to little purpose. The saving grace is that even he seems to 
be under no illusion about his effectiveness in the government or in his portfolio. 
It is possible that Mr Choudhury thought that he would have the people’s sym¬ 
pathy when he complained recently that his ministry was finding itself helpless in 
the face of the inertia or the obstructive ways of other ministries. This only showed 
his lack of judgment. The public after all cannot be expected to be interested in 
issues of inter-deparlmentai or inter-ministerial responsibility for governmental 
failures to the extent that Mr Choudhury may like and there is surely no spectacle 
more calculated to amuse rather then impress than that of a* cabinet minister 
trying to justify his or his ministry’s indifferent performance by alleging that his 
fellow ministers are not playing ball. If a minister feels that he is not as effective 
as he can or ought to be in the portfolio he holds, not only are options open to him 
but he also has certain well-understood obligations. 

Mr Choudhury may seek public sympathy and there need be no quarrel with 
his view that he needs it. But does he deserve it? If a minister wants the people 
to show understanding of his problems he for his part should conduct himself in 
public with the dignity, decorum and restraint becoming of holders of high office. 
Mr Choudhury unfortunately not only talks too much but also in a coarse and 
common way. There have been many notorious instances of his verbal inconti¬ 
nence, the most recent of them being his outrageous description of the plant facili¬ 
ties of the country’s largest manufacturer of automobiles as “junk”. It is no doubt 
the case that this plant is in arrears of rehabilitation or modernisation of its capital 
equipment or machinery but in this respect it is more sinned against than sinning. 
It has been the deliberate policy of the government to starve (he automobile in¬ 
dustry of resources for additional investment. It has been the practice also of the 
government to operate a virtual ban on the installation of replacement or new 
equipment in automobile plants whenever this would involve some import of es¬ 
sential capital goods. Tn the circumstances it does not lie in the mouth of a 
minister to find fault with any automobile manufacturer for failing to keep his 
plant uptodate. 

This apart, only a very highly irresponsible minister would have used the 
term “junk” to describe a functioning manufacturing facility which is giving em¬ 
ployment to a large number of people and is maintaining current production 
against heavy odds. The minister, evidently, was cheaply exploiting;the dissatisfac¬ 
tion in the country with the quality or performance of cars manufactured in our 
country. Quite clearly again Mr Choudhury was expressing in a mean and spite¬ 
ful manner the chagrin felt by him over a recent judgment of the Supreme 
Court *iuestioning the validity of the orders passed by his ministry fixing 
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the prices of cars. Even in these days 
when the aim seems to shine for 
opportunist politicians in our country, 
Mr Choudmiry may %cll find on one 
not-so-finc a morning the chill winds of 
rejection blowing through his ministerial 

Central Finances 

The extremely comfortable position 
of the central government in the first 
two years of the fourth Plan has deter¬ 
iorated sharply in the past few months 
and there is now the prospect of large- 
scale deficit financing being resorted 
to in the current financial year. It 
would now appear that between the 
profligacy of the state governments 
and the heavy expenditure on refugees 
from East Bengal, the ways and means 
position of the central government 
will be extremely strained and it may 
not be possible to maintain even a 
fairly high level of outlay on Plan 
schemes without additional receipts 
through open market loans and the 
small savings campaign. There will 
also have to be sizable foreign aid on a 
defined basis for sharing the expendi¬ 
ture on refugees until they return to 
their homes in East Bengal. The centre 
at no stage can afford to spend more 
than Rs 150 crores a year due to un¬ 
expected developments if Plan schemes 
are to be implemented according to 
schedule without being obliged to 


mansion. Persons in authority become 
their own worst enemies when they 
choose to wield that position not as an 
aid to doing their |obs well but as a 
licence toi: throw their insolent political 
weight about. 

Feel the Pinch 

1972-73 if the refugee problem assum¬ 
ed unmanageable proportions and huge 
deficit financing in the current year 
had already a damaging effect on the 
economy. 

The government has woken up to the 
realities of the situation and through 
the promulgation of three ordinances 
by the President, has made an attempt 
to mobilise Rs 35 crores in a full 
year with the levy of a surcharge on 
railway passengej; fares and internal 
air travel, a specific surcharge on 
postal rates and services, an excise 
duty on newspapers and periodicals 
and higher stamp duties for certain 
purposes. The state governments also 
wilt be imposing some levies for mobi¬ 
lising another Rs 35 crores in a full 
year. Granting that the latter will 
extend some help to the centre through 
special measures, the additional re¬ 
sources for central use may amount 
to Rs 35 crores in all in 1971-72. It 
has been pointed out, however, that 
fresh expenditure in the last quarter 


of the estimate of m overall deficit of 
Rs 235 crores in the budget when it Was 
presented, an additional net allocat¬ 
ion of Rs 150 crpres on refugee account 
under the supplementary demands and 
assistance to the ttates over and above 
budgetary allocations for repairing 
flood damage and rendering relief to 
the population in drought-affected 
areas. If the aggregate figure of Rs 465 
crores for the first nine months is taken 
as correct, the ultimate deficit financing 
for 1971-72 may easily be Rs 600 crores, 
the largest for any year in living me¬ 
mory, if there are no additional 
capital receipts in the form of reissues 
of loans and foreign aid. 

The situation will be truly alarming 
if the states also continue to borrow 
heavily from the Reserve Bank and 
their overdrafts increase by another 
Rs 200 crores in the next few months 
as happened in the corresponding per¬ 
iod in 1970-71. In that year, net bank 
credit made available to the states 
was Rs 332 crores against only Rs 13 
crores in 1969-70. Even assuming 
that deficit financing on account of the 
states do not prove to be more than 
Rs 350 crores in the current year, 
there is the frightening prospect of 
deficit financing to the extent of Rs 
1,000 crores if corrective measures are 
not adopted in time. 

The actual deficit may not, of course, 
be of this magnitude as the centre is 


create currency. 

The extent of deterioration in central 
finances will be evident from the fact 
that there was even an overall surplus 
of Rs 9 crores in 1969-70 while against 
the anticipation of an overall deficit 
of Rs 270 crores in 1970-71, as indi¬ 
cated by Mr Chavan when the revised 
estimates for 1971-72 were presented to 
Parliament in May, the actual deficit 
may be negligible. This is because of 
two factors. Net bank credit extended 
to the central government in 1970-71 
was only Rs 107 crores against Rs 81 
crores in 1969-70. There was also 


of 1971-72 on refugees will be Rs 150 
crores and aggregate deficit financing 
may reach staggering proportions if 
there are no sizable receipts through 
reissues of existing loans and larger 
foreign aid. It has been estimated that 
even up to the end of December 1971 
deficit financing may be of the order 
of Rs 465 crores. This is on the basis 


likely to secure larger amounts through 
taxes and on the basis of the revenue 
collections in the first few months of 
1971-72, the budget estimates may be 
exceeded by Rs 150 crores. The bor¬ 
rowing programme for the current 
year has been already completed and 
the target exceeded by Rs 15 crores. 
It is also possible to raise freshly Rs 


£&5tetn Hconomht 25 Ifeati -Qqo 


an impressive rise in central govern¬ 
ment deposits to Rs 362.47 crores on 
April 2, 1971, from Rs 88.15 crores on 
April 3, 1970. The developments in 
the current year so far have, however, 
come about in a manner which has 
upset the calculations of the Finance 
Minister and the planners and a posi¬ 
tion has been reached where it has 
become necessary to mobilise resources 
in various forms if a higher level of 
military expenditure and the increas¬ 
ing expenditure on refugees are to be 
sustained. It has also been indicated 
at the same time that there is no inten¬ 
tion on the part of the government to 
prune the outlay on fourth Plan schem¬ 
es and a downward revision, if any, 
will have to be thought of only in 


DECEMBER 6, 1946 


What ts the extent or the control over public ed, jealous and enthusiastic.’* But expenditure 
expenditure which an honest and conscientious control is different from post mortem exami- 
legislator is able to exercise in the discharge nation by the Public Accounts Committee. The 
of his duties to the tax payer? It cannot be Constitutional set-up, at least at the Centre, 
said of the average Indian Politician who takes does not help the effective and informed critl- 
up public work, (as Gladstone said of himself), cism of the budget and of new items by non- 
that in the two or three months that precede official members. It is obvious that neither 
the budget he has an itch to have the handling during the general discussion of the Budget 
of it. but neither is the Indian Legislator like nor during the voting of the demands for 
Lord Randolph Churchill who was confronted Grants, can the Legislature devote sufficient 
as Chancellor of the Exchequer with a row of attention to the detailed proposals for expendi- 
figures containing decimals and asked to turc. Expenditure proposals are extremely 
know what the “dots* ? meant. Indian politi- complex and varied, and the attempt to do full 
clans have goi high praise from the Simon justice to them from the point of view of eco- 
Corrsmission which has certified their work on nomy during the days allotted for the voting 
the Public Accounts Committees to be “detail, of the demands, is quite futile. 
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50 crores in the coming months thr¬ 
ough reissues of existing loans while 
collections under the small savings 
campaign may be higher than the budget 
estimate by Rs 50 crores. 

• 

It could thus be said that in the 
absence of the tragic developments 
of the past few months, the centre 
could have avoided altogether deficit 
financing in 197 J-72 even with a 
full use of the allocations for Plan 
purposes. It is, of course, presumed 
that there will be no special problem 
on account of additional succour 
being extended to the states. On this 
basis, it can be said that the emerging 
deficit will be only on account of a 
bigger military budget and the ex¬ 
penditure on refugees. If there is an 
overrun in respect of these two heads 
by Rs 600 crores the net deficit may be 
anything up to Rs 350 crores depend¬ 
ing upon the extent of foreign aid 
and mobilisation of resources for meet¬ 
ing an emergency situation. In any case, 
aggregate deficit financing may not be 
less than Rs 650 crores in the whole 
year as the states are unlikely to reduce 
their uncovered deficits significantly 
in the few months before the next 
assembly elections are held in many 
states. 

The devitalising effect of the deve¬ 
lopments since March this year on 
central finances will be realised if it is 
pointed out that the central govern¬ 
ment is now in the awkward position 
of being obliged to create currency for 
meeting refugee and military expendi¬ 
ture if additional resources cannot be 
found through loans and aid on an 
emergency basis. On April 2, 1971, 
central government deposits with the 
Reserve Bank stood at Rs 362.47 
crores, as stated above. But these had 
declined to the low level of Rs 69.86 
crores op October 15, 1971. During 
the same period, there has also been 
deficit financing as fresh assistance 
has been given to the states apart from 
the heavy expenditure on refugees and 
military preparedness. 

Thus, rupee securities in the 
Issue Department of the Reserve 
Bank and holdings of treasury bills 
and investments in the Banking 
Department have risen to Rs 4,090 
crores from Rs 3,867 crores. At one 
stage, the total was much higher 
at Rs 4,245 crores. The drop in the 
past three and a half months is due to 
the appropriation of the share of the 
Reserve Bank’s profits for 1970-71 
amounting to Rs 100 crores and the 
mobilisation of a not amount of Rs 
183 crores through open market loans. 

These sizable receipts will not again be 
available and there can be larger capi¬ 
tal receipts in the coming months only 


if there are reissues of loans and intensi¬ 
fied sales of savings certificates. There 
will, of course, be unused foreign aid 
on refugee account of Rs 50 crores 
while more relief may be forthcoming 
after some time as a result of a better 
„ appreciation of the heavy burden cast 
on India by the influx of refugees from 
East Bengal. 

The Finance Minister should, how¬ 
ever, be smarting over the deterioration 
of the central budgetary position and 
the bleak prospects for the fouith 
Plan as between April 3, 1970, and 
October 16, 1970, there was virtually 
no deficit financing. The total of rupee 
securities, holdings of treasury bills 
and investments rose by only Rs 20 
crores to Rs 3.689 crores. It can even 
be said that the centre is now in the 

Role of Research 

Wfm ONr set of experts predicting a 
population explosion and another set 
of experts forecasting a phosphorus 
famine and both well before the turn of 
the century, research on food problems 
is bound to receive immediate and in¬ 
creasing attention. Alongside of this, 
there must also be earnest efforts to 
avoid all overlapping or duplication 
in this important sphere. Everyone 
seems to accept this and there have 
even been several discussions on the 
need for fostering a greater degree of 
co-operation between research institu¬ 
tions per se and also as between re¬ 
search institutions and industry. But as 
Mr Harish Mahindra, President of the 
Indian Merchants’ Chamber, Bombay 
(IMC), toid a meeting of representatives 
of industry with Dr Y.Nayudamma, 
Director-General of the Council of 
Scientific and Industrial Research 
(CSIR), and directors of national 
laboratories in the country, some days 
ago, “there is a large measure of agree¬ 
ment on the generalities and a stage 
has now come when we must proceed 
to discuss, in more specific terms, the 
measures necessary for increasing the 
areas of co-operation between research 
organisations and industry, in fact, we 
must increasingly devote attention to 
an examination of specific projects in 
which industry and the CSIR may 
work in co-operation”. 

It is gratifying to note, therefore, 
that the new Director-General of the 
CSIR, Dr Nayudamma, whose dyna¬ 
mism and zeal as Director of the 
Central Leather Research Institute, 
Madras, until recently have been 
duly recognised and rewarded, has 
begun by taking the initiative in bring¬ 
ing together the national laboratories 
and the industry as partners and colla¬ 
borators in a common effort. By mutu- 


position of the states in the past two 
years and the Reserve Bank will have 
to extend help almost regularly for 
some months to make good the short¬ 
fall in resources. The states, for their 
part, are running up huge overdrafts. 
These stood at Rs 388. J6 crores on 
April 2, 1971. They came down to 
Rs 82.40 crores on July 2, from the 
peak level of Rs 417.04 crores on June 
25. There has since been rise to Rs 
300.31 crores on October 15 and it is 
difficult to visualise at this stage what the 
figure will be by the end of the year as 
between October 16, 1970, and April 
2, 1971, there was an increase in the 
overdrafts by over Rs 208 crores. The 
union Finance Minister as well as his 
counterparts in the states have to be 
watchful for ensuring that the budgetary 
situation does not get out of control. 

in Development 

ally exposing themselves to each other 
thus, both the parties will benefit and 
benefit doubly: first, by clearing misun¬ 
derstandings and, secondly, by evolving 
a common approach with greater chan¬ 
ces of being promptly and effectively 
pursued. The research-industry get- 
together concept is indeed a step in the 
right direction and should go a long 
way towards increasing the area of 
fruitful co-operation between research 
organisations and industry. 

The importance oj science and tech¬ 
nology is not limited to the field of food 
alone. These are vital for fostering 
economic development generally and it 
isjustaswell, therefore, that the autho¬ 
rities in this country also are aware of 
this. A proof of such awareness is the 
vast sums of money that the govern¬ 
ment of India has been providing from 
year to year for promoting scientific 
research. For the year 1969-70, for ex¬ 
ample, the government had set apart Rs 
136 crores. impressive as this figure 
may seem, in absolute terms, it pales 
into insignificance compared to what 
some of the developed countries such 
as the USA and the UK have been spend¬ 
ing on research and development. Cur¬ 
rently, the level of research expenditure 
in America is well over three per cent of 
that country’s gross national product 
(GNP), and in the UK a little above 
two per cent, whereas in our country 
it is but 0.43 per cent! A high ratio 
of expenditure on research by itself, 
as Mr Mahindra did well to under¬ 
score, is not a true indication of the 
extent of progress made by a country. 

Much depends on how effectively the 
amount made available for research is 
utilised—now on how effortlessly and 
expeditiously it is expanded. To ensure 
effective utilisation it is that we have 
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stressed earlier the need for perfect co¬ 
ordination in the research efforts of 
both the governmental agencies and 
the industry. There is no point in 
pooh-poohing the contribution to 
research that Indian industry has been 
making, although it is admittedly not 
very considerable. We have quite a lew 
welcome instances of valuable research 
by research laboratories put up by 
individual industries and some indus¬ 
trial units. It is a pity however* that no 
systematic attempt has been made as 
yet to compile these private or non¬ 
official essays in scientific industrial 
technological research and their im¬ 
portance. 

What, however is needed now is 
nor a comparison of the relative merits 
or demerits of official and non-official 
research work, but a greater under¬ 
standing and co-operation than has 
been manifest so far between the vari¬ 
ous agencies engaged in research work 
with a view to ensuring that research 
particularly in the national laboratories 
becomes more and more rcsult-oncn- 
ted. “Unless such problems are consi¬ 
dered both in their selection and their 
investigation in the closest touch with 
the problems of development, product¬ 
ion and marketing” to quote Dr Todd, 
“they are likely to lead to very little in 
the way of Jesuits”, Hence the best 
results can be expected only when nat¬ 
ional laboratories are made more and 
more “mission-oriented” and their 
work is closely geared to specific pro¬ 
blems in direct association with indus¬ 
try, as Mr Mahindra urged. 

What, it may be asked, are our speci¬ 
fic problems today? We are already on 
the threshold of achieving self-reliance 
in certain fields of agricultural develop¬ 
ment and so we must now aim at achiev¬ 
ing a greater degree of self-reliance in 
the field of industrial development than 
what we have achieved. As every one 
knows, the drain on our meagre foreign 
exchange resources by way of payments 
for foreign technical know-how is 
still sizeable and as such our goal must 
be so to pattern our research effort as 
to achieve the maximum results with 
the least delay and attain technological 
self-reliance. This means that we should 
strive our utmost to sec that the best 
efforts of both the national laborato¬ 
ries and the industry are directed 
towards this objective. Care must, how¬ 
ever, to taken to see that these efforts 
do not prove self-defeating, and that 
calls for a happy correlation between 
total reliance on foreign technology and 
total rejection of foreign technology. 
It sounds a pragmatic approach all 
right, but how can we make it a succ¬ 
ess? Here is the practical answer of 
one (Mr Mahindra) whose efforts at 
a happy blend of' self-reliance and 
dependence on foreign technical help 


are known to have produced the best 
results. 

“The success of such pragmatic 
approach depends on the extent to 
which we are clear as to the goals that 
we want to reach and the priorities that 
we must follow in reaching these dircc-' 
tions. Our resources, limited as they 
are, should be expended in the most 
fruitful manner to assist the objective 
of rapid industrial development. Fun¬ 
damental or basic research is essential. 
For that purpose, our educational poli¬ 
cies have to be geared to an effort 
designed to generate and urge and a will 


As i he biggest oil refining(6.34 million 
tonnes) and marketing (11.61 million 
kilolitres) organisation both in the 
public and the private sectors, the 
Indian Oil Corporation's (IOC) per¬ 
formance is always bound to attract 
interest and evoke comment. Being 
accustomed to the steady rise in profits 
of IOC over flic past many years, the 
public was lather taken aback this lime 
to note a reduction, for the first time, 
in profits (after depreciation and 
interest) of Rs 4.64 crorcs. The cor¬ 
poration's net prof11 at Rs 15.57 crores 
compared with a net profit of Rs 20.41 
crorcs for the vear l%9-70 and of Rs 
18.46 crores for 1968-69. 

That this decline should have happe¬ 
ned when IOC registered a further 
record during the year (1970-71) as 
regards both throughput (refineries 
and pipelines) and sales (the total 
turnover rose from Rs 634.85 crores to 
Rs 720.01 crorcs—an all-time high) 
must have intrigued many. In spite of 
the corporation's higher production 
and ils highest turnover, IOC's profits 
in 1970-71, declined from Rs 20.41 
crores in J969-70 to Rs 15.77 crores. 
The IOC chairman, Mr M. Rama 
Brahmam, no doubt gave his reasons 
for this reduction, viz. an increase in 
prior year’s expenses from Rs 2.06 
crores to Rs 4.55 crorcs ( | 2.49 crores), 
higher cost of crude oil due to a change 
in pricing basis (Rs 2.5 crores), pay¬ 
ment of devaluation duty (Rs 97 lakhs) 
and unavoidable losses resulting from 
imdcr-rccovcries of inland freight (Rs 
40 lakhs), sales tax (Rs 139 lakhs) and 
coastal transportation cost (Rs i 10 
lakhs), all together aggregating Rs 
8.86 crores. The overall profitability, 
however, was not affected to the same 
extent thanks to savings in under- 
recoveries. 

It is thus clear that the fall in the 
latest year’s profit was not due to any 
operational inefficiency or lapse in 
planning as such. As a matter of fact, 


for participating in the endless quest of 
human mind for further scientific 
research and technology, for expanding 
the horizons of knowledge and for see¬ 
ing that our mental reflexes keep pace 
with rapid advances in science and tech¬ 
nology. We must, at the same time, al¬ 
ways bear in mind that our immediate 
concern should be to see how best we 
can strengthen the technological base so 
that while there is, a progressive de¬ 
crease in our dependence on foreign 
technology, there is, at the same time, 
an increase in our capacity to secure a 
sophisticated foreign technology on 
more advantageous terms.” 


IOC's operating costs were lower 
compared to those of any other oil 
company, while its productivity at 1351 
kilolitres per man in 1970-71 compares 
favourably with the 1243 kilolitres in 

1969- 70 and only 686 kilolitres in 
1965-66. 

The villain of the piece then must be 
traced somewhere else. It is during 

1970- 71 that the government of India 
announced its new pricing policy 
based on the recommendations of the 
Shautilal Shah Committee report and, 
as the new formula came into effect 
from June I, 1970, IOC’s working for 
10 months during the year 1970-71 
was affected adversely by it. It may 
be recalled that the Shantilal Shah 
Committee recommended reduced pro¬ 
fits and cost margins in respect of all 
the four major oil companies in both 
the sectors and, ironically enough, 
even IOC, notwithstanding (or is it 
because of?) its relatively higher 
efficiency (its average charges per 
kilolitre of sale was the lowest, being 
Rs 20, as compared to Rs 34 to 37 in 
respect of foreign oil companies) had 
to shed something out of its margin of 
profit, and accounting, as it did, for 
52 per cent of the oil business handled 
in the country, it had naturally to bear 
the brunt of the reduction estimated 
at Rs 19.27 crores. This, incidentally 
is a measure of the gam to the exche¬ 
quer directly and to the public indirec¬ 
tly. 

It is difficult to pinpoint precisely 
where IOC could have effected savings 
in expenses to make up for the short¬ 
fall in its profits as above. But certain 
suggestions have been made which, 
among others, urge, that operating 
expenses which have shown a sharp rise 
should have been held down, that out¬ 
standings, especially from public sector 
undertakings, should have been redu¬ 
ced and that the ratio of inventory 
to consumption ought to have been 
brought down further. These are 


IOC’s Balance-Sheet 
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areas that need to be watched carefully 
and IOC cannot certainly afford to slac¬ 
ken in its efforts. True, IOC may point 
out to the gain to the country by a few 
of its activities, such as fulfilment of 
social objectives like the offer of dealer¬ 
ships to unemployed graduates (which, 
by the way, has not made the expected 
impact), creation of special facilities to 
provide agricultural inputs in areas 
normally not profitable commercially, 
and building of tankages in the interest 
of the country’s defence, but, as a lead¬ 
ing commercial organization in the 
country it cannot be unaware that this 
is all in the game with the growing 
emphasis everywhere on acceptance of 
social responsibilities by business and 
industry. 

However, to take a dispassionate 
view of this leader among Indian cor¬ 
porate bodies, we must also refer to 
some of the plus points highlighted by 
Mr Rama Brahmam in his address to 
the shareholders of IOC at the last 
annual meeting. The more important 
of those are: 

IOC, with a paid-up capital of Rs 
71.18 crores, has already earned net 
profits aggregating over Rs 73 crores 
since the Indian Refineries Ltd and 
IOC came to be amalgamated, that is 
since 1964. 


in Assam and the other “somewhere" 
in the north-west region of India. As 
a result, the country could expect to 
augment its refining capacity, after the 
government has approved the report, 
by some six million tonnes. The capa¬ 
city of the Barodu Refinery also is 
expected to be expanded to 5-6 million 
tbnnes. And for all these additional 
refinery requirements, more crude 
would require to he imported. By 
1980, it is estimated, we would require 
40 million tonnes of crude. 

Two other feasibility studies made 
by IOC ate for laying product pipelines 
from Haldia to Rajbandh and a crude 
oil pipeline from a suitable port on the 
west coast to the proposed refinery in 
the north-west region, together with 
off-shore facilities. The latter is an 
ambitious project, involving the laying 
of some 11.000 kms of 24* diameter 
pipe to carry 10 million tonnes of 
crude oil and costing between Rs 70 
and Rs 75 crores. 

IOC’s export performance is perhaps 
the one activity not being coun¬ 
ted among the corporation’s achieve 
meets. During 1970-71, the corpora¬ 
tion’s exports were only around 2.7 


lakh tonnes valued at only Rs 3.53 
crores. It seems IOC did a little prema¬ 
ture crowing over its export achieve¬ 
ment in the past. But; we must not 
forget that there arc severe limitations 
to exports of petroleum products. Apart 
from India not being in surplus arid 
also not likely to be in surplus in the 
foreseeable future, she has to face keen 
world competition from big and small 
countries alike. This underscores the 
imperative need for a national fuel 
policy and, in the formulation of any 
such policy, oil and oil products must 
needs find a prominent place. Accor¬ 
dingly we need to intensify our efforts 
for exploring more oilfields, both on¬ 
shore and off-shore. Continuing to 
depend on imports of either petroleum 
products or their raw materials so 
necessary to meet our growing require¬ 
ments of these products would entail 
an enormous drain on our meagre for¬ 
eign exchange resources. Further, if 
for any reason, we are unable either to 
produce or to import sufficient crude 
to meet all our requirements, we must 
be prepared for a constraint on our 
development plans. It is to be hoped, 
therefore, that the authorities would 
lose no further time in evolving a 
national fuel policy. 


rOC has generated internal resources 
amounting to about Rs 120 crores and 
has rapaid loans to the extent of over 
Rs 9.5 crores to government. 

IOC has been financing the Haldia 
Refinery project estimated to cost Rs 
68 crores out of its own internal re¬ 
sources. 

IOC has decided to establish a Re¬ 
search and Development Centre at 
Faridabad at an estimated cost of Rs 
250 lakhs to undertake product deve¬ 
lopment, especially in the sphere of 
lubricants, (already IOC has been able 
to evolve formulations for premium 
motor oils, a field which was until re¬ 
cently a close preserve of private oil 
companies, and meet the requirements 
of these companies for these oils as 
per its own formulations) and to ren¬ 
der technical services to its customers. 
(This is expected to commence opera¬ 
tion early in 1974). 

IOC is constructing a barrel plant of 
its own, besides encouraging a few 
more private parties to manufacture 
barrels, thereby breaking what had 
been a monopoly in this line. 

In the course of his address to share¬ 
holders, the IOC chairman also made 
a mention of certain feasibility studies 
prepared by the corporation at the re¬ 
quest of the union Ministry of Petro¬ 
leum and Chemicals, Thus, feasibility 
reports were prepared For two new 
grass-root refineries, one at Bongaigaon 
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Aid Plus Trade 

GUENTER DIEHL 


Devoting a seminar to the subject of 
India and the European Common 
Market seems to me a very good and 
necessary idea. I would therefore 
like to thank the Foreign Affairs Asso¬ 
ciation for convening it and the ECM 
Commission for sending to it three emi¬ 
nent delegates whom wc welcome 
among us. 

The seminar draws attention to deve¬ 
lopments which are of lar-reachng im¬ 
portance for the relationship between 
western Europe and India, but the im¬ 
pact of which on this relationship has 
not yet been fully realised. The deve¬ 
lopments I am pointing to are the 
emergence of the ECM countries as a 
single trading unit and the decision by 
the ECM to grant preferential treat¬ 
ment to industrial imports from 
developmg countries. 

Largest Trading Power 

As you know, since January 1, 1970, 
the ECM member states can no longer 
enter into commercial agreements on 
their own. Instead, commercial agree¬ 
ments are negotiated by the ECM 
Commision under the authority of the 
Council of Ministers. A single trading 
unit has thus come into being. This 
unit is already now by far the world’s 
largest trading power, having a share 
in world trade of 20 per cent. With 
Britain, Ireland, Denmark, Norway 
joining the ECM. this share will go 
up to more than a third. 

It is this situation which burdens the 
ECM with a heavy responsibility for the 
world trade order. But, I think, the 
ECM has proven that it is willing to 
live up to this responsibility and to use 
the influence it has in favour of estab¬ 
lishing a system of trade which is bene¬ 
ficial to all countries. I am not ideali¬ 
sing the Community, But on the whole, 
the Community has been and is the 
most liberal trading partner in the world 
with tariffs considerably lower on the 
average than those of the other major 
trading powers. 

When pleading for free trade, the 
ECM, at the same time, has been re¬ 
cognising that the removal of trade 
barriers, while sufficient for stimulating 
trade among industrialised countries, 
is not sufficient for expanding trade 
between developing and developed coun- 


Tliis is tile text of an address delivered by 
the Ambassador of the Federal Republic of 
Germany at a seminar on “India and (be 
Common Market" held in New Delhi on 
November 14. Mr Diehl’s observations make 
interesting reading particularly when studied 
along with certain views expressed bv our 
Minister of Foreign Trade, Mr. L. N. Mishra, 
a few days earlier. Relevant extracts from Mr 
Mlshra's speech follow. 


tries. For the developing countries 
export? are often not fully competitive 
with those of the industrial¬ 
ised countries. The ECM, therefore, 
has been in the forefront of those 
advocating the scheme of preferential 
treatment of the industrial exports of 
the developing countries. It has also 
taken the lead in putting this scheme 
into effect before any other of the indus¬ 
trialised countries has done the same. 
Nobody, I think, will deny that this 
scheme is a very important step in the 
right direction. It is, moreover, a step, 
unprecedented in the history of world 
trade. For the first time, countries have 
abolished tariffs on a large scale with¬ 
out getting corresponding benefits in 
return. For the first time also, indus¬ 
trialised countries discriminate against 
other industrialised countries in favour 
of the developing nations' exports. 
The General Scheme of Preferences 
thus goes beyond normal trade relat¬ 
ions and is part of the co-operation for 
development. 

Transfer of Capital 

Coming to co-opeation for develop¬ 
ment, it might be interesting in that 
context to compare the attitudes of the 
east and the west towards the question 
of trade and aid. The communist 
countries regard trade as the main 
form of aid. Their formula is “aid 
through trade”. Capital aid, on the 
other hand, has been given relatively 
little importance. Thus, in the first 
Development Decade (1960-1969) net 
transfer of capital from communist 
countries to developing countries was 
9 3 billion as against the 9 102 billion 
of the OECD countries. The west, on 
the other side, has until recently con¬ 
centrated its efforts on aid and has 
tended to leave trade to the market 
forces. 

The outcome of this strategy 


was that the developing nations* ex¬ 
ports to the western countries remained 
low in comparison with the huge size 
of the western markets. 

The difference in the two concepts 
is clearly visible also in the case of 
India. India's trade with the east has 
expanded very fast ; as regards aid, 
however, India is at present not receiv¬ 
ing any net aid from the eastern coun¬ 
tries but is transferring capital to them. 
The west, by contrast, has provided 
94 per cent of all aid to India; but 
trade between India and the western 
countries has been stagnating. 

It is obvious, both approaches, that 
the east and that of the west, have 
been one-sided. Aid without opening 
additional trade opportunities creates 
industiial capacities without providing 
sufficient outlete? for tne full utilisation 
of these capacities and without exerting 
the necessary pressure for efficiency which 
can only be exerted by exposing newly 
established industries to the competi¬ 
tion in the world markets. Trade, on 
the other hand,is nosubstitutc for aid. 
To be sure, trade can replace aid in its 
function of providingforeignexchange, 
but trade cannot replace aid in its main 
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fund ion, namely that of providing capi¬ 
tal. Co-operation for development, 
therefore, must include both aid and 
trade. The future thus seem? to belong 
to the ECM formula of “aid plus trade." 


I wish the seminars every success. 
May it be an informative discussion 
and may it be a frank evaluation of 
what has been achieved and of what 
still remains to he achieved. 


Directions of Trade 


L» N- MfSHRA 


We are heartened that our exports 
during the first hall” of the year for the 
period ending September 1971, were 
Rs 785 crores. This implies that exports 
during April-September of the current 
year have registered a rise of 12.8 per 
cent as compared to the corresponding 
period of the previous year. Last year, 
however, our exports of a number of 
items, in particular jute, suffered a 
serious set-back due to the dock strike 
in Calcutta. Jn view of this, improve¬ 
ment during the current year must be 
viewed with caution. I must also share 
my anxiety on the adverse effects of 
the deterioration in the external envi¬ 
ronment of trade through the pursuit 
of policies by certain affluent countries 
especially the United States and the 
United Kingdom. 

The uncertainties created by present 
international monetary crisis and the 
growing element of protectionism in the 
developed countries have added to our 
worries. Our own internal scene would 
have to be watched with care due to a 
number of constraints in the field of 
production and the need to assure 
adequate supplies of critical inputs. 
Therefore, our performance so far does 
not call for any relaxation in our 
efforts. The existing measures would 
have to be supplemented and reinforc¬ 
ed if our export objectives are to he 
realivsed.... 

[To prevent J the complications crcuted 
by ah unfavouralc external environ¬ 
ment for trade from interfering with 
the realisation of our export objectives, 

I am consciously pursuing a policy of 
diversification both in the destination 
of our trade and in the sources for 
meeting our import requirements. The 
co-operation which we have received 
from the centrally planned economies 
of eastern Europe, in particular from 
the USSR, has immcasureably assisted 
us in the realisation of our export ob¬ 
jectives. We intend to further expand 
our trade with centrally planned econo¬ 
mics of eastern Europe, and with the 
developing countries of Asia, Africa 
and Latin America. Similarly for meet¬ 
ing our import requirements we intend 
to put increased emphasis on our procu¬ 
rement from other developing coun¬ 
tries with whom we are anxious to 
strengthen and divesify^ our trading 
links. While today this may cover 


These passage are irom the speech made by 
the Minister of Foreign Trade at the meeting 
of tlie Advisory Council on fVatle held in New 
Delhi on November 2\. 


only increased procurement of copper 
from Zambia, more diamonds irom 
Ghana or increased uon-ferrous metals 
from Peru, over the corning years this 
will no doubt cover a wide spectrum of 
products, it is in this spirit that mem¬ 
bers might view the recent trade agree¬ 
ment which we concluded with Peru. 
1 have asked my officers to quickly 
analyse the areas where bilateral rela¬ 
tionship with the other developing 
countries can be established. 1 hope 
tjial as a result of these exercises our 
trading links with other developing 
countries can be strengthened quickly. 

As a result of these policies both in 
respect of the internal restructuring of 
our trading system and a diversificat¬ 
ion in destination of our exports and 
the sources of our imports, the total 
trading picture would have undergone 
a metamorphosis during the seventies 
in directions consistent with our broad 
aims and policies. 

.. . .The globaltradingpicture has, in 
recent months, been characterised by 
new uncertainties arising in the wake 
of the international monetary crisis. 
The imposition of the 10 per cent sur¬ 
charge by the United States on all 
dutiable imports not subjected to quan¬ 
titative restrictions, will hurt some of 
our sensitive noil-traditional products. 
Developing countries have in no way 
complicated the balance-of-paymcnt 
position of the United States or contri¬ 
buted to the current monetary crisis. 
They are also the innocent victims of 
the unilateral decision of the United 
States. Unfortunately, the United 
States' decision docs not make any 
distinction between l hose who bear 
some measure of responsibility for 
creating the current situation and those 
who not only have not deserved such 
treatment, but who are also least 
capable of bearing its impact. 

However, 1 would like to point out 
that the de lac to revaluation of the 
Japanese yen and the West German 
mark also creates new opportunities 
for our exporters particularly in the 
price conscious markets of developing 


countries. Here there is a challenge to 
the ingenuity and spirit of enterprise 
of our exporting community. The 
international markets arc fiercely 
competitive but I am confident that 
this country has the skills and resourc¬ 
es to successfully meet the challenge 
of these markets. 

We have attached great importance 
to the creation of a favourable inter¬ 
national tlading environment tor our 
export products. Our participation in 
imeruirioual organisations like the 
UNC TAD and the GAT 1 has been 
motivated by our desire to influence 
and create a favourable external envi¬ 
ronment for our trading efforts. It is 
in pursuit of this \ery objective that f 
went to Lima recently u> participate in 
the deliberations of the second minis¬ 
terial meeting of the Group of *77\ 
At Lima, in spite of some divergence of 
individual interests among the develop¬ 
ing countries aggravated by hidden 
influences at work there, we have been 
successful in adopting a common pro¬ 
gramme of action subscribed to bv all 
developing countries from Asia, Africa 
and Latin America. The Lima declarat¬ 
ion constitutes the common action pro¬ 
gramme of the developing countries for 
facilitating their dialogue with the deve¬ 
loped countries prior to the third 
UNCTAD to be held in Santiago in 
April next year. 

Positive Advances 

Over the years international economic 
co-operation has made some positive 
advances. The Generalised Scheme of 
Preferences is the result of our efforts 
spread over the fast several years. We 
have now drawn up a more definite 
scheme for taking the fullest advan¬ 
tages of the preference scheme. It is a 
matter of some satisfaction that the 
EEC. Japan and Norway have already 
introduced the preference scheme al¬ 
though there is a great deal of scope for 
an improvement in the offers of these 
countries. A number of European 
countries are expected to introduce the 
scheme shortly. It is, however, a mat¬ 
ter of anxiety that the United States 
instead of implementing the Generalised 
Scheme of preferences in accordance 
with its voluntary obligation, has im¬ 
posed a 10 per cent surcharge on im¬ 
ports from devcloing countries, The 
implementation of the preference sche¬ 
me will be of assistance in overcoming 
the disadvantages suffered by industrial 
products" exports from this country 
to the countries of Europe and Japan. 
'Besides facilitating larger exports of 
industrial products, the preference sche¬ 
me should enable our exporters to 
obtain better prices in these markets. 

It will now be up to our exporters to 
derive the maximum advantage from 
the preference scheme. 
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State Bank Takes Strides 

A CORRESPONDENT 


On July 1, 1955, the State Bank of 
India came into existence with the 
“nationalisation” of the Imperial Bank 
of India. The Imperial Bank had an 
inherited tradition of over a hundred 
years. The State Bank was called upon 
to go much beyond those well-set tradi¬ 
tions ol' sound banking. Its inception 
had marked the beginning of a great 
social and economic experiment, which, 
to borrow the words of Herbert Hoo¬ 
ver used in another context, could be 
described as “noble in motive and far- 
reaching in purpose”. 

Something did seem wrong with the 
accepted practice, whereby the bulk of 
the people in the rural areas were left 
to their own devices, or lack of devices 
as far as credit was concerned. They 
were not creditworthy. Banks had no 
interest in them. Emphasis, therefore, 
had to shift from cities to towns, from 
towns to villages, from big industries 
to small ones, from the rich man to the 
common man, 

in the years since then, the small 
borrowers have become people of 
importance. Today they have begun to 
predomimiic, and 82 per cent of the 
borrowing clients have drawn from the 
State Bank amounts as small as 
Rs 10,000 or less each. 

Social Objective 

An important social objective set 
before the State Bank was “the exten¬ 
sion of banking facilities on a large 
scale, more particularly in the rural 
and semi urban areas”. The task was 
immense. Tremendous effort was nee¬ 
ded to move out of the titled ruts and 
norms. Imaginative leadership was 
called for, and an unrelenting drive. 

The record speaks for itself. The 
Hank started with 477 otlices in 1955. 
In the first live years, the target of 400 
new offices. which seemed quite formid¬ 
able then, was reached and overrun. 

The next five years saw seven more 
banks joining the State Bank fold. 
These had once been associated with 
the princely states, which had, not 
much earlier, covered a third of the 
country with their feudal contrast of 
pomp and poverty. 

New plans were devised and addi¬ 
tional obligations were undertaken. 
The result is that, along w ith the seven 


subsidiary banks, the Bank now has a 
network of over 3,^00 offices within 
the country and abroad. 

One anticipated result has been an 
immense improvement in remittance 
facilities. 

The boundaries of the money eco¬ 
nomy, once confined to the big cities, 
are thus continually being enlarged. 

In opening new offices, Ihe main 
object, of course, was, and still is, to 
inculcate the banking habit among the 
people in remote areas. 

Changed Complexion 

The complexion of the country's 
banking business is thus being changed, 
imperceptibly perhaps, but surely. In 
July, 1955, almost all the 469 office of 
the Stale Bank within the country func¬ 
tioned in towns and cities. Now 80 per 
cent, of the newly opened offices arc in 
towns where no bank offices existed 
before. The effort is to mop up the 
savings in the rural and semi-urban 
areas, supplement them if necessary 
with savings collected from other more 
affluent areas, and canalise such funds 
into energising the local economic 
activity—be it in farming, crafts or 
trade. 

Soon after its inception, the State 
Bank gave high priority to assistance 
to small-scale industry. This assumed 
significance in promoting the overall 
economic growth consistently with the 
dispersal of economic power. Apart 
from offering a high employment po¬ 
tential for relatively low capital in- 
\estment, the growth of small-scale in¬ 
dustry ensures geographical diffusion 
of industry and effective utilisation of 
local rcsouices, skills ami entrepre¬ 
neurship. 

The State Bank introduced a special 
scheme in 1956 to offer credit for small- 
scale industries at a concessional rate 
of interest. It also relaxed the usual 
procedures and terms of lending, and 
began providing assistance to small 
scale industrialists At all stages of their 
business—from purchase of raw mate¬ 
rials to production and then to the 
sale of finished )|oods. The State 
Bank's increasing confidence in small- 
scale industry has been demonstrated 
by continual and revolutionary inno¬ 
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various in the direction of liberalising 
conditions for loans to this sector. 

To begin with the State Bank's res¬ 
ponsibilities in the agricultural field 
were specifically restricted by the 
policy-makers to indirect assistance 
through the co-operative movement. 
As circumstances demanded an in¬ 
creased involvement, in 1966, the Bank 
gave the first direct loan to an agricul¬ 
turist who planned to grow hybrid 
seeds on his farms. Two years later, 
it decided s to provide finance direct to 
farmers in all parts of the country for 
the development of land, including 
mechanisation and modernisation, and 
for agricultural inputs. 

The State Bank's assistance to far¬ 
mers broke new ground in J969 with 
the introduction of a liberalised scheme 
to help small farmers or groups of 
farmers engaged in allied fields, such 
as animal husbandry and cottage in¬ 
dustries. Under this scheme the State 
Bank gives working capital loans, ins¬ 
talment credit and medium-term loans, 
the novel feature being the preference 
given to group borrowing, where mem¬ 
bers of the group guarantee each 
other's obligations. A number of 
villages are selected—or ‘"adopted'’— 
where all viable or potentially viable 
farmers are assisted irrespective of the 
size of their land holdings. About 
1600 villages were thus “adopted” 
throughout the country till June, J97I. 

Another innovation is a scheme to 
assist farm graduates so that farming 
know-how may be retained in the 
villages and applied directly to increase 
agricultural productivity. The State 
Bank is also experimenting with mea¬ 
sures to assist farmers to increase 
yields, from unirrigated lands which 
form much the larger proportion of 
the cultivated areas. 

Farm Account!* 

More and more among the farmers 
have been turning to the State Bank 
for assistance. From modest beginn¬ 
ings, the number of farm accounts had 
reached 1,99,725 by August 1971, the 
average loan account being for an 
amount of Rs 2,300. 

Taking together direct and indirect 
loans to agriculture, the State Bank had 
on August 31, 1971, as many as 
2,00,650 accounts with a total credit 
fine of Rs 161 crores and actual 
drawing of Rs 97 crores. 

Thus, to meet the emerging needs 
the Bank has formulated various 
schemes for extending financial assis¬ 
tance to agriculture and allied activi¬ 
ties. Experience has pointed to a 



December 3, 1971 


EASTERN ECONOMIST 


m 


strategy moving away from scattered 
lending. The emphasis is on granting 
assistance in adopted villages/intensive 
centres on the basis of “integrated 
area” approach. 

The State Bank's eflbrts to provide 
developmental finance were thus con¬ 
centrated in two majorareas — small- 
scale industry and agriculture. At the 
same time, the need to provide credit 
to other small businesses was not 
neglected. 


sive training and orientation pro¬ 
grammes for its staff at all levels to 
provide for its ever-growing needs. It 
has also undertaken earnest efforts to 
maintain a constant dialogue with 
representatives of the several categories 
of its staff, in order to eliminate indus- 
. trial tension within the organisation 
and to evolve motivational and 
communication machinery. 

The State Bank has, over the 10 years 
since its establishment, grown out of 


all recognition. Apart from the sea- 
change in its attitudes and approaches 
to business and social responsibility* 
the sheer growth in size lias been 
phenomenal. By number of branches 
it is otic of the largest banks in the 
world. Its total deposits amount to 
Rs 1458 crorcs and its lendings to Rs 
1057 crorcs. In the Indian banking 
system (scheduled commercial banks) 
the State Bank group accounts Ibr 
nearly a third of the deposits and a 
similar proportion of the advances. 


In 1969, the State Bank launched 
various schemes to finance individuals 
in specialised professions, such as doc¬ 
tor, surgeons, dentists, technical con¬ 
sultants and architects. Yet another 
scheme evolved in the same context 
is intended to provide credit to trans¬ 
port operators running taxis, auto- 
rickshaws, buses and watercraft. 

Foreign Trade Links 

Apart from domestic banking, llic 
State bank, with its well equipped 
machinery for foreign exchange busi¬ 
ness, is making efforts to facilitate 
exports and the country’s international 
trade generally. Besides branches in 
London and Colombo and a represen¬ 
tative office for western Europe in 
Frankfurt, it has foreign exchange 
departments at its Bombay, Calcutta 
and Madras local head offices. The 
Bank has a full-ffedged international 
division at Bombay to plan and deve¬ 
lop the Bank’s foreign exchange busi¬ 
ness. One of the main functions of 
international division is to strengthen 
relations with the Bank’s wide net¬ 
work of overseas correspondents. The 
Bank has now opened a repre¬ 
sentative office for west Asia, in 
Beirut, and is expanding its repre¬ 
sentative office in New York to 
be a regular branch. The division’s 
trade development and infor¬ 
mation service is engaged in collect¬ 
ing, processing and circulating infor¬ 
mation relating to trade and invest¬ 
ment opportunities on behalf of 
customers and correspondents. By 
providing these extensive services, and 
with the special efforts made at our 
branches to develop foreign trade 
links, the Bank hopes to stimulate and 
further the country’s foreign trade. 
In a further attempt to foster the coun¬ 
try’s exports the Bank has special 
schemes for providing finance to ex¬ 
porters. The Bank has already exten¬ 
ded medium-term credit towards 
export of non.traditional goods such 
as textile mill machinery, steel pipes, 
steel rails, heavy duty vehicles and 
railway wagons* 

The efficiency of any organisation 
depends on its employees. The State 
Bank has been conducting comprehen- 
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With the completion of 
the Nagarjunasagar 
Project* a large acreage of 
tobacco growing land 
will become suitable for 
food crops, However* this 
will affect production — 
and consequently our 
exports—of tobacco. 
Alternative areas for 
cultivation of tobacco 
must be developed* 
if possible in the more 
backward regions, where 
this important cash 
crop will help raise the 
income of farmers. 
Enlightened management 
both m Indian Leaf Tobacco 
Development Company 
and its sister company, India 
Tobacco Company Ltd,, 
recognise their obligations 
in the context of our 
developing economy ITC 
collects and provides I LTD 
with valuable information 
on consumer preferences, both 
at home and abroad. (LTD, 
as the leaf tobacco supplier* 
particularly recognises its 
role as an agro-based 
company to encourage the 
farmer and to develop the 
cultivation of tobacco 
of the quality required. 

To locate alternative areas 
for tobacco cultivation, ILTD 
in collaboration with the 
Government of India and 
the Agricultural Extension 
Service of the Andhra 
Government, commenced 
experiments in 1959 in the 
East and West Godavan 
and Kurnool districts. Today, 
these experiments are well 
past the pilot project stage, 
with over 2,800 hectares 
under cultivation. Similar 
development has also been 
undertaken in Mysore and 
Gujarat. The vast field force 
and infrastructure necessary to 
educate the new farmers in 
these experimental areas, 
and the technical help, were 
provided by ILTD. The 
quality and yield of tobacco 
produced is equal to world 
standards— but one of 
the most important benefits 
has been the rise in living 
standards, particularly 
of farmers in what were 
agriculturally backward areas. 


§ 



- ^ mrnmmm 

INDIAN LEAF TOBACCO DEVELOPMENT CO. LTD. 



EASTERN ECONOMIST 


December 3,1971 

FROM THE PRESS GALLERY 

Government Plays it Cool 

OUR parliamentary correspondent 


NEW DELHI, Saturday. 

TbE union government’s decision not 
to declare a state of emergency in the 
country despite the escalation of hos¬ 
tile activities by the Yahya regime on 
our borders, both in the east and 
north-west, is indicative of its desire to 
refrain from doing anything which 
would aggravate tension in the sub¬ 
continent and may lead to an armed 
conflict with Pakistan. In a statement 
in the two Houses of Parliament 
on Wednesday, giving details of 
the two major incidents that happend 
in the JBoyra area in West Bengal on 
November 21—one in the air and the 
other on land—in which our forces had 
destroyed three intruding Pakistani 
Sabre jets and knocked out 13 Pindi 
tanks, the Prime Minister, Mrs Indira 
Gandhi, made it clear that her govern¬ 
ment would not declare ail emergency 
unless further aggressive action by Pa¬ 
kistan “compels us to do so in the 
interest of national security”. “We 
regard this (the above two incidents) 
purely a local action”, she added. The 
Prime Minister called upon the country 
to remain unruffled and warned the 
military junta in West Pakistan that 
“any adventurism on its part will meet 
with adequate rebuff”. 

Shifting Blame 

Mrs Gandhi saw in the recent dec¬ 
laration of a state of emergency in 
Pakistan (General Yahya Khan had 
declared a state of emergency in his 
country following the Boyra incidents) 
an attempt by the military regime there 
to divert the attention of the world 
from Bangla Desh and put the blame 
on us tor a situation which this regime 
had itself created. “Such a declaration 
by a military regime, which has been 
waging war on the people of Bangla 
Desh for the last eight months and has 
been threatening us with a total war 
for the last three or four months, has 
no meaning except to deceive its own 
people and the world”, she observed. 

The Prime Minister also referred in 
this statement to General Yahya 
Khan's Id message, which had created 
the impression in some quarters that at 
last he was heeding the advice of world 
leaders to abandon the military appro¬ 
ach and seek a political solution, and 
expressed the hope that the declaration 
or emergency in Pakistan was not a 
device to get out of the compulsions 
of seeking a political solution. 

Mrs Gandhi reiterated her govern¬ 


ment’s resplve to see that the neatly 
10 million people of Bangla Desh who 
had taken refuge in India, following 
perpetration of unprecedented atroci¬ 
ties on them by the West Pakistani 
armed forces, returned, as soon as 
possible, to their homes under “credi¬ 
ble guarantees or safety and human 
dignity”. She urged Pakistan to tread 
the path of peace—of peaceful nego¬ 
tiations and reconciliation—which 
is more rewarding than that of war, 
the suppression of liberty and demo- 
eray. 

Crossing the Border 

The Prime Minister , also observed 
in this statement that our troops had 
been instructed not to cross the bor¬ 
ders except in self-defence. Later on, 
an official spokesman clarified this 
observation and stated that, orders to 
(he armed forces had been modified to 
cross the borders in self-defence. 

In a statement on Tuesday, the 
Minister for Foreign Trade, Mr L.N* 
Mishra, who had just returned after 
attending the Lima Conference of the 
developing countries, expressed the 
hope that the world’s rich nations 
would respond in a positive spirit to 
to the Lima Declaration calling for a 
fair deal for the developing nations 
(see excerpts of this declaration in 
“Records and Statistics”). The Lima 
Programme of Action, Mr Mjshra ad¬ 
ded, covered a wide spectrum of policy 
measures, including a satisfactory solu¬ 
tion to the prevalent international 
monetary crisis, export promotions 
measures for manufacturers and semi¬ 
manufactures, commodity prices, action 
in the field of shipping and steps for 
the transfer of technology from the 
advanced countries to the under-deve¬ 
loped ones. 

The Foreign Trade Minister regretted 
that the present climate for inter¬ 
national co-operation was a source of 
anxiety to all the developing nations. 
The dwindling flow of external resour¬ 
ces, the hardening of the terms of 
assistance, the growing climate of pro¬ 
tectionism, the possibility of a trade 
war among the developed countries and 
a growing unconcern to the problems 
of developing countries threatened 
to destroy some of the positive results , 
painstakingly achieved through inter¬ 
national economic co-operation over 
the years* The third UNCTAD, he 
hoped, would provide a unique 
opportunity for the developed coun¬ 
tries to effectively create and reverse 


m 

the adverse situation facing th^deve* 
loped countries. 

Several Presidential ordinances issued 
after the last budget session were 
approved by the Lok Sabha this week. 
These included the ordinances relating 
to the melting of small coins and the 
levy of five per cent surcharge on air 
and rail fares, five paisa tax on postal 
articles, two paise excise duty on 
newspapers and 10 paise stamp duty 
on bills of exchange and other financial 
instruments. The opposition assailed 
the issuance of these ordinances on the 
ground that this set a bad precedent 
of taxation through Presidential orders, 
bypassing the elected representatives in 
the Lok Sabha. Even the Speaker, 
Mr G. S. Dhilton, expressed his disap¬ 
probation of government’s resort to 
the above ordinances. The Minister of 
State for Finance, Mr K, R. Ganesh, 
and the Deputy Minister in this minis¬ 
try, Mrs Sushila Rohatgi, tried to 
assuage the injured feelings of the 
opposition by stressing that this resort 
was taken due to the extraordinary 
situation in the country created by the 
large influx of refugees from Bangla 
Desh. The proceeds from these measu¬ 
res, they pointed out, were meant for 
the benefit of these refugees. The 
making of adequate arrangements in 
time for raising these funds, they said, 
was another reason for issuing 
ordinances. 

Scathing Criticism 

The additional levy on railway fares 
and postal articles as well as the excise 
duty on newspapers was scathingly 
criticised by the opposition members 
on the grounds that they affected the 
low and middle income groups. It was 
suggested that the contemplated 
resources could have been raised by 
taxing the corporate sector and the 
higher income groups only. Fears were 
expressed that the new levies might 
become permanent. The Deputy Minis¬ 
ter for Finance, however, assured the 
House that these were merely tempo¬ 
rary measures to tide over the present 
extraordinary situation. Eighty per 
cent of railway commuters who travel¬ 
led short distances, she clarified, 
would not be affected by the increase 
in railway passenger fares. It was also 
stressed by Mrs Rohatgi that nearly 
75 per cent of the newspapers and 
periodicals in the country, which had 
small circulations, had been exempted 
from the payment of excise duty. 

The Lok Sabha as well adopted the 
Forward Contracts (Regulation) Am¬ 
endment Bill which aimed at eradi¬ 
cating the misuse of ready delivery 
contracts by speculators. This bill 
too replaced a Presidential order issued 
last month. 

The more important bills adopted 
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by the Rajya Sabin, this week were 
the Air Corporations«>■.,(Amendment) 
Bill; International Airports Authority 
Bill, Coal Bearing Areas (Acquisition 
and Development } Bill,Prevention of 
Insults to National Honour Bill, and 
the bill to determine the conditions of 
service duties and authority of the 
Comptroller and Audi tor-General. 

The Air Corporations (Amendment 
Bill sought to provide for an increase 
in the maximum number of members 
on the boards of Air-lndia and Indian 
Airlines from nine to 15 and the mini- 
mum number from five to nine. It 
also provided for the appointment of 
“functional directors'* on the boards 
of the two corporations. Another im¬ 
portant provision in this bill was that 
the .two corporations would be allowed 
to establish and manage hotels, restau¬ 
rants and charter companies. The In¬ 
ternational Airports Authority Bill 
provided for the constitution of an 
authority for the management of cer¬ 
tain aerodromes in the country where 
international transport services operate. 
During the discussion on the two bills, 
a good deal of concern was expressed 
by members on smuggling and currency 
racket at airports. The catering 
arrangements at airports too were 
criticised quite vehemently. Pleas 
were made for increased representation 
of scheduled castes and tribes in the 
two corporations. In his reply to the 
debate, the Minister for Civil Aviation 
and Tourism, Dr Karan Singh, assured 
the House that all possible steps were 
being taken to check smuggling and 
currency racket. He proposed to entrust 
the catering work at airports to a 
public sector organisation when the 
contracts with the present private in¬ 
dividuals ended. He promised to take 
action on increasing the representation 
of scheduled castes and tribes in the 
two organisations. 

Better Deal for Labour 

The Coal Bearing Areas (Acquisition 
and Development) Bill sought to re¬ 
place the ordinance issued by the Pre¬ 
sident a few weeks ago. The bill was 
criticised by the leftist members of the 
House on the ground that the coal 
industry had not been nationalised. 
They also demanded a better deal for 
labour in the coal mines taken over by 
the government. The Minister for 
Steel and M ! nes, Mr Mohan Kumara- 
manglam, assured the House that the 
measure would enable the government 
to rationalise the production of coking 
coal. The compensation to be paid 
for the mines taken over by govern¬ 
ment would be decided in course of 
time. The above three bills have al¬ 
ready been passed by the Lok Sabha. 

The Prevention of Insults to Na¬ 
tional Honour Bill, which sought to 


provide for imprisonment up to three 
years or fine or both for any of the 
offences described in the bill, was 
adopted by the Rajya Sabha With an 
amendment of the one passed by the 
Lower House. The amendment, 
moved by Mr Bhupcsh Gupta (CPI), 
deleted from the original bill a provi¬ 
sion that would have allowed disap- * 
probation or criticism of the Constitu¬ 
tion or even the government only if it 
did not “excite hatred, contempt or 
disaffection towards the government”. 
This amendment will now have to be 
accepted by the Lok Sabha before the 
bill becomes act. 

Status of A.G.s 

During the debate on the bill con¬ 
cerning the conditions of service, 
duties and authority of the Comptrol¬ 
ler and Auditor General, many mem¬ 
bers demanded greater independence 
and authority for the C & AG and 
better status for the Audit and Ac¬ 
counts Service. It was suggested that 
the Accountants General in states 
should be treated for salary purposes 
on a par with high court judges. An¬ 
other pita made was that the scope of 
the C & AG audit should be compul¬ 
sorily extended to all public sector 
undo takings. Even those undertak¬ 
ings which received public funds should 
be brought within the purview of the 
C & AG. This suggestion, of course, 
was not accepted by the Finance 
Minister, Mr Y. B. Chavan, who, how¬ 
ever, agreed to look into the sugges¬ 
tion for raising the status of the Audit 
and Accounts Service. 

The Rajya Sabha also agreed this 
week to the extension of President’s 
Rule in Punjab for another six months. 

The following important information 
was provided by government spokes¬ 
men during the Question Hour in the 
two Houses this week. 

Tractors ; The demand for tractors, 
according to the Agriculture Ministry 
estimates, is expected to go up to 90,000 
units by 1973-74. The Planning Commi¬ 
ssion estimate for the same year, how¬ 
ever, is 68,000 units. The off-take of 
both the indigenously produced and 
imported tractors last year was 39,000 
units. This year it is expected to be 
50,000 units. 

Age Limit for Government Servants : 
The union government is considering a 
proposal to raise the upper age limit 
for direct recruitment to class III 
ministerial non-gazetted jobs from 21 
to 25 years. There is, however, no pro¬ 
posal under the consideration of the 
government to raise the upper age limit 
for entry into government services to 
30 years. 

Passenger Cars : A letter of intent 
was issued to Mr P f C. Agarwal of Hissar 
on January 25, 1971, for the manu¬ 


facture of passenger cars. It is valid 
for one year. It would be converted in* 
to registration only after the party ful¬ 
fils the conditions on Which it has been 
issued. 

Scooter Manufacture * The govern¬ 
ment proposes to set up a project in the 
public sector for the manufacture of 
100,000 scooters per annum. This will 
be in addition to the 23 letters of in¬ 
tent for an aggregate capacity of 
534,000 scooters, which have already 
been issued. The programmes of the 
existing manufacturers for substantial 
expansions of their capacity, which 
currently stands around 54 r 0D0 units a 
year, are being considered by the go¬ 
vernment. 

Fourth Plan : Attempts are being 
made to present the fourth Plan mid¬ 
term appraisal to Parliament during 
the currant session. The appraisal is 
expected to be completed very soon. 
It has been somewhat delayed because 
of discussions with state governments. 
The union government is considering 
how best to meet the shortages of va¬ 
rious consumer goods. If necessary, it 
will enter the field of producing these 
goods. 

Mercury Samples : An analysis of 
the samples of mercury found in Kerala 
so far have not yielded any positive 
result. The Geological Survey of India 
found mercury traces at Badagara, in 
Kozhikode district, and gave priority 
to their exploration on a request 
by the Kerala government. Al¬ 
though no positive result have been 
obtained so far, exploration is going 
on. 

Mineral and Coal Reserves : The 
Geological Survey of India has disco¬ 
vered in the last 12 months various 
new mineral reserves. These include : 
(i) coal 17,422 million tonnes, fii) 
copper ora 6556 million tonnes, (lii) 
lead and zinc ore 6,525 million tonnes, 
and (iv) bauxite 9.7 million tonnes. 

Platinum Prices ; The GSI has also 
found some traces of platinum in the 
Bhandra district of Maharashtra. 
Nagpur University team had recently 
reported discovery of large platinum 
reserves in this district. The GSI, 
which undertook a study after this 
report, however, has found only traces 
“irregularly and sparingly” disamina- 
ted in the rocks. Further work by the 
GSI is in progress. 

Local Body Taxes ; The union 
government has accepted the need of 
sponsoring legislation enabling focal 
bodies to levy “local taxes^ on central 
government commercial properties. 

Road Building : Several state govern* 
ments have proposed massive rural 
roads construction programmes to 
solve the unemployment problem* All 
these programmes are being considered 
by the Planning Commission. 
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WORLD PERSPECTIVE 

As headers of this column knew, the 
Society Finance re Europeenne (20 rue 
de la Paix, Paris 2, France) is a multi¬ 
national company formed in 1967 to 
aid in the modernising and expansion 
of companies, primarily in Europe, 
through long and medium term loans, 
equity financing, and advisory services. 
The Society was formed by Algemenc 
Bank Nedarland N. V, (Netherlands), 
Banca Nazionale del Lavoro (Italy), 
Bank of America N.T. & S.A. (USA) 
Banque de Bruxella (Belgium), Ban- 
que Nationale de Paris (France), Bar¬ 
clays Bank (United Kingdom) and the 
DresdncrBrnk AG. (German Federal 
Republic). 

One of the most valuable services 
which the Socirt<' performs is the 
periodical publication of a world mo¬ 
netary review, backed by tbe autho¬ 
rity and information of its seven na¬ 
tional constituents, the latest issue of 
which I summarise here this week and 
next week. 

Series of Reforms 

The world is negotiating a series of 
international monetary reforms, likely 
to be by far the most significant steps 
taken since the present system was 
devised in Bretton Woods in 1944. The 
outlook for world money markets is 
clouded by these negotiations as well 
as by monetary steps already taken by 
many nations (notably the USA). For- 
casts lor individual countries are there¬ 
fore subject to qualifications, 

Althongh any currency crisis creates 
the danger of increasing prolection- 
ism and capital restrictions, the wide¬ 
spread recognition of the prosperity 
gained from international trade in the 
1960s makes a trade war unlikely in 
the 1970s* Nevertheless, there are 
difficulties to overcome. Although a 
new set of pat values will be difficult 
to agree, most nations c eem to desire 
fixed, though adjustable, parities with 
wider trading bands and repeal 
of US import surcharge. A more 
fundamental and lasting reform of the 
international monetary system must 
take a long time to design and longer 
to implement but the long-term view 
should be optimistic, because we now 
have a chance to reform the system 


so as to avoid the recurring monetary 
crisis of recent years. 

The outlook for economic growth in 
major industrial countries in J972 has 
been clouded by the exchange rale re¬ 
alignment and the US import sur¬ 
charge. Canada and Japan, as the 
United States major trading partners, 
will be most affected, while West 
Germany, thogh slightly less depen¬ 
dent on trade with the USA may 
eventually transmit any deflationary 
effect to the rest of the EEC. Thus 
a fuithcr slowdown in world trade 
growth may keep real economic grow¬ 
th to less than live per cent in 1972. 
While this is a countinuing improve¬ 
ment from the 2.5 per cent in 1970 and 
estimated 3.8 per cent in 1971, it is 
less than the six per cent growth, which 
seemed probable for 1972 before the 
currency troubles. 

Japan's Progress 

The most rapid economic growth is 
expected to occur in Japan and North 
America as their economies move in¬ 
to expansion. Although real growth in 
Japan will be low by Japaneses tandards 
it wall still be high by world standards. 
Europe is moving into a period of slower 
growth because of the delayed effects of 
the anti-inflationary policies, lower ex¬ 
port demand, and bottlenecks in supp¬ 
lies, except for France where re-expan¬ 
sion has been under way since late 1970 
and a real growth rate of 5.5 per 
cent is expected. While inflation will 
continue to concern most industrial 
nations, some pi ogress in containing 
prices has already been made and 
most countries expect a further slow¬ 
ing in increases in 1972. 

The improved outlook for prices in 
1972 and a greater reliance on fiscal 
po’icy in many countries will allow 
more freedom in monetary policy. All 
countries surveyed expect some degree 
of monetary ease but carefully tuned 
to avoid excess growth. In France, 
Canada, Japan and the USA monetary 
policy had already cased substanti¬ 
ally in late 1970 and 197L In 1972 
a slower rate of expansion will ac¬ 
commodate already expanding activity 
without rekindling inflationary pres¬ 
sures. In most of western Europe 
monetary policy did not begin to ease 
until mid-1971 and, in view of expect¬ 
ed slowdown in real growth, is likely 
to become more expensive in 1972. 
International interest rate differentials. 
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the original cause of the massive 
short-term capital flows that eventually 
became speculative pressures on ex* 
change rates will probably continue 
to narrow in 1972. Short-term rates 
in West Germany, the Netherlands, 
Italy and Japan are expected to fall 
because of easier monetary policies, 
while those in the USA. Canada and 
France may harden slightly. The cut- 
look is far from certain, however, and 
acstrietions on Eurodollar movements 

.both those recently imposed in 

Europe and possibility of an casing in 
capital restrictions in the USA—could 
create opposing pressures. Long-term 
interest rates may continue to decline in 
many industrial nations because of the 
better, outlook for prices and because 
of lower investment demand in West 
Germany and the Netherlands. 

Expected Surplus 

Most countries surveyed expect their 
balance in goods and services to wor¬ 
sen in 1972 after excellent records in 
1971. The outstanding exception is the 
USA. The dollar's relative depreciation 
should mean the re-emergence of a 
small trade surplus after the deficit 
expected in 1971. 

The Eurodollar Market grew subs¬ 
tantially in 1970 and may have again in 
1971 despite large repayments by US 
banks of previous borrowings from 
their European branches. However, a 
much slower rate of growth and per¬ 
haps even an absolute decrease is likely 
in 1972. A further easing and possi¬ 
ble decreased volume is the result of 
lower demand for Eurodollars both by 
US banks and European companies. 

In coatrast the Eurobond Market 
should grow, although its total size 
remains small by international stan¬ 
dards. Lowered confidence in the 
dollar favoured Deutschcmarks, Dutch 
guilders and European Unit of Account 
Bonds in the first three quarlcrs of 
1971. A resumption in the use of 
straight (non-convertible) Dollar Bonds 
is forecast when currency becomes more 
settled. No further large depreciation 
of the dollar is expected. The pro¬ 
bable relaxation in the Eurodollar 
Market will result in an increase of 
funds seeking investment in Eurobonds 
However, the growing demand for the 
sort of flexible financing offered by 
Eurobonds will tend to ke:p interest 
rates high. 

II 

THE DOLLAR 

President Nixon’s economic package 
of August 15, which included suspen¬ 
sion of the dollar’s convertibility into 
gold, a temporary 10 per cent import 
surcharge and a 90-day wage-price 
freeze, reflected the effect of wide 
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fluctuations in the forces affecting 
the dollar. The last few years have 
witnessed both the most aggressive 
restraints and the greatest monetary 
ease in the recent 'history of the 
USA. The federal budget has been 
in deficit in all but one (1969) of the 
last few years. Furthermore, the strong 
flow of funds through the Eurodollar, 
market and the differences between 
the US and European monetary policies 
have been an aggravating influence. 

Over the past twelve months, econo¬ 
mic policy has sought to eliminate infla¬ 
tion without unduly jeopardising the 
recovery of both business and consu¬ 
mer confidence. Willi a budget deficit 
provisionall> estimated at over $20,0M 
million for the year ended June 30, 
1971, it has not been possible to use 
fiscal policy as a deflationary weapon, 
furthermore, with a 12 per cent in¬ 
crease (in annual terms) of the money 
supply in the first five months of 1971, 
the need for action upon wages and 
prices become pressing. 

Because inflation has weakened the 
competitiveness of US exports, the 
USA may have its first trade deficit in 
this century. This led to the suspen¬ 
sion of dollar convertibility in an 
attempt to minimise the strong capital 
flows induced by what at times have 
been small differences in interest rate 
levels between countries. The tempo¬ 
rary 10 per cent import surcharge was 
imposed to protect the current account 
and as a bargaining counter in the 
international discussions aimed at reha¬ 
bilitating the doller within a recons¬ 
tructed monetary order. 

Recovery Doubtful 

The extent of the recovery in US 
economic activity remains in doubt. 
In the first quarter of 1971, corporate 
profits, productivity, consumer spen¬ 
ding and construction all recorded 
higher rates of activity. However the 
economic performance in the second 
and third qualters has not been so 
impressive. Interest rates hardened 
while investment indicators began to 
level around the middle of the year. 
Signs of abatement in inflation proved 
temporary and there were fears of a 
renewed wage-price sphal following the 
settlement late in July of the steel 
workers’ pay claim. 

Popular opinion about the new 
economic measures has been fav our¬ 
able, even in some ranks of organised 
labour. The financial markets have 
also reacted well: however, it may be 
premature to regard inflation as con¬ 
quered and much will depend on how 
the “severe restraint" to be imposed 
after the wage-price freeze ends 
is implemented. 

If Congress accepts the Administra¬ 


tion’s proposed tax reduction pro¬ 
gramme of seme $6,500 million, the 
effects in 1972 could be significant. 
A recovery in economic growth accom¬ 
panied by moderation in inflation 
might ea^e unemployment, and given 
a satisfactory settlement of the general 
pattern of exchange rates, the tempo- # 
rary import surcharge and US capital * 
contras might be relaxed. 

The outlook for interest rates in the 
USA largely depends on foreign in- 
fluencs. The flow of dollars from pri¬ 
vate banks to central banks via the 
Eurodollar market continue^ Owing 
to easier US monetary conditions in 
1970, most US banks headquarters' 
borrowings from their European 
branches have been returned to the 
Eurodollar market. Subsequently, 
these funds have moved into the cen¬ 
tral banks. Since the floating of the 
dollar, large amounts of these funds 
have been converted into the US govern¬ 
ment bonds with significant influence 
in the recent rcducatson in interest 
rates. 

Ill 

THE FRANC 

The franc has been kept at parity on 
the official exchanges in order to limit 
the effects of the international mone¬ 
tary crisis on France's economy. 
Growth, in contrast to most other ad¬ 
vanced countries, during the final 
months of 1971 should continue at a 
fairly high rate. Overall, the expan¬ 
sion of the gross domestic product in 
1971 should reach just over SL per cent. 
In 1972 the growth rale is expected to 
decline slightly, largely because of 
probable demand flagging from abroad. 
Against this, public investment should 
rise and consumer demand be 
sustained. 

The money supply grew rapidly 
during the first half of 1971, total 
liquidity rising at an annual rate 
of about 16 per cent. Despite infla¬ 
tion, households' savings have conti¬ 
nued to rise. During the first six 
months of the year an annual rate of 
over 20 per cent was recorded. Long¬ 
term savings have also been buoyant; 
issues of transferable securities rose by 
43 per cent during the first eight 
months compared with the same 
period last year, so that in total the 
rate of savings for households in 1971 
is likely to approach the 1970s high 
level of 17 per cent of disposable in¬ 
come. 

To counter the increased liquidity, 
the Bank of France may adopt a more 
restrictive monetary policy. New mea¬ 
sures to enforce quantitative credit res¬ 
trictions are unlikely, but regulations 
governing mandatory reserves may be¬ 
come more stringent. The debts of 


banks to the Bank of France on the 
open market are still considerable. In 
July, money market rates were lowered 
to discourage the inflow of foreign 
capital. As these measures proved 
ineffective, regulatory measures re¬ 
quiring the banks to hold foreign cur¬ 
rencies to the levels of August 3 were 
introduced and the market rates for 
money callable at 24 hours were raised 
to around six per cent. Long-term rates 
are likely to level at around 81-9 per 
cent. 

As in the current year, the budget 
for 1972 should be balanced. Total 
expenditure will rise by just under 10 
per cent, capital spending accounting 
for most of the increase. Flexibility 
will be maintained to sustain economic 
expansion and some fiscal alleviation 
is possible if necessary to encourage 
investment. 

Cost of Living 

In the first seven months of 1971 the 
cost of living index rose by 3.6 per 
cent. With the rise in import prices 
resulting from higher exchange rates in 
certain currencies, price rises over the 
year will probably reach six per cent. 
No official freeze on prices is likely 
but, in a first phase, an attempt will be 
made to moderate increases by a bila¬ 
teral contract policy, in which industry 
would agree not to raise prices by 
over 1.5 per cent, while the govern¬ 
ment would not increase the burden on 
companies. The rise in the cost of liv¬ 
ing is expected to slow to around four 
per cent in 1972. The balance of trade 
since the start of 1971 has been favour¬ 
able. Over the first eight months there 
was a slight surplus together with a 
growth in trade compared to 1970, 
with exports expanding sharply. How¬ 
ever, prospects for the out-turn for the 
year as a whole have become Jess 
favourable, as imports in recent months 
have tended to grow faster than ex¬ 
ports. 

The 10 per cent surcharge on 
exports to America should not have 
any marked effect (sales to the USA 
account for only some five per cent of 
French exports), while the continued 
maintenance of the ‘trade franc’ at its 
previous rate will favour exports and 
hold down imports. However, the 
trade balance at the end of the year and 
into 1972 could, if foreign demand were 
to flag and if international competition 
stiffens, show a slight deficit. The 
balance of payments on current account 
in 1971 will probably be in deficit be¬ 
cause of a substantial deficit in invisi¬ 
ble transactions, and this is unlikely to 
improve in 1972. Nevertheless a con¬ 
siderable capital inflow will put the 
overall balance of payments in sur¬ 
plus. The introduction of double ex¬ 
change rate on the market now ap- 
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pears to have stemmed the inflow of 
floating capital, but during the first 
eight months of 1971 official currency 
reserves rose by $2*100 million even 
after the repayment to the IMF of 
loans totalling $1,000 miHion. 

IV 

THE MARK 

Within a few months of floating and 
less than two years after a nine per cent 
revaluation, the D-mark has again ap¬ 
preciated in terms of the tJS dollar by 
10 per cent. On a foreign trade basis the 
revaluation against all foreign curren¬ 
cies is about seven per cent, though the 
current account of the West German 
balance of payments already showed a 
deficit before the D mark was per¬ 
mitted to float. The foreign trade sur¬ 
pluses, so far only slightly diminished, 
have been over-compensated by deficits 
in the balance of services and trans¬ 
fers. The D-mark’s strong position in 
the first instance arose because the 
Bundesbank tried consistently to fight 
inflation by a tight money policy and 
high interest rates. As a consequence 
of the downturn in interest rates in the 
USA and in the Eurodollar market 
during 1970, this policy attracted un¬ 
desired foreign funds, undermining do¬ 
mestic restraint. To ward oil" this 
inflow, the government, in early May, 
decided to float the D-mark, with the 
declared intention of returning to the 
old parity as soon as possible. 

This intention has, however, proved 
unrealistic. Under the influence of the 
high interest rates in West Ger¬ 
many and the movement of speculative 
funds, the D-mark’s exchange rate 
, moved further away from the old in¬ 
tervention point. Prior to the intro¬ 
duction of the US measures on August 
15, 1971, the revaluation had already 
reached 8.5 per cent. 

The most recent official comment 
on the size of the final revaluation of 
the D-mark—within a general realign¬ 
ment of parities—has been the state¬ 
ment by Prof. Schiller, Minister of 
Economics and Finance, that it should 
not exceed eight per cent. Subsequently, 
the Bundesbank purchased several 
hundreds of millions of US dollars. 

Naturally the outlook for the West 
German economy depends largely on 
developments in the international mone¬ 
tary system. However, the economy 
has deteriorated since the floating of 
the mark. Persistent increases in both 
wage costs and prices nire the qnly re¬ 
minders of the past boom. qofst of 
living index for the first time since 1931 
has risen in the first five months of 
1971 by five per cent. A profit squeeze 
has forced companies to reduce invest¬ 
ment expenditure; incoming orders— 
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in real terms—have been substantially 
lower than a year ago and in some key 
industries the backlog is rapidly declin¬ 
ing. Numbers employed in industry 
have decreased by more than 160,000 
within one year, Industrial output has 
keen stagnating since April and in a 
number of enterprises short-time work 
has been introduced. GNP will show a 
real growth of no more than one or two 
per cent for the second half of 1971. 

In contrast to the 1966-67 recession. 
West Germany is unable to balance a 
lack of domestic demand by increased 
exports. Exports rose by nine per cent 
in the first three full months of the 
DM flotation (Junc-\ugust, 1971). This 
howcvct, is misleading, because the 
increase is largely the result of order 
backlogs, and the effects of the US 
measures have yet to be taken into 
account. Since exports account for 
approximately 20 per cent of industrial 
sales with about 10 per cent of total 
sales abroad going to the USA, there 
must be serious repercussions. 

After long hesitation, the Bundes¬ 
bank decided to ease credit policy 
slightly. Reducing interest rates and 
more generous lending facilities will, it 
is hoped, prevent further slackening in 
the economy. At i lie same time bor¬ 
rowing on the Euromarkets, induced 
by more favourable interest rates, may 
be restricted with the consequence of 
at least stabilising the foreign exchange 
rate. To limit speculative inflows, 
interest on bank deposits of non-resi¬ 
dents has for some time been prohibi¬ 
ted. Moreover, a bill is being pre¬ 
pared to oblige companies borrowing 
abroad to keep up to 50 per cent of 
these borrowings with the Bundesbank 
as non-interest-bearing deposits. 

V 

THE POUND STERLING 

If, at the end of last year, observers 
forecast that in 1971 the £ would be 
consistently dose to its upper parity of 
$2.42, still fewer could have suspected 
that in October, 1971, sterling would 
be floating in a position of strength. 
As had Jong seemed likely, flexibility 
was born of a crisis. For a week 
following President Nixon’s announce¬ 
ment on August 15 the exchanges were 
closed; when they reopened, the £, still 
with an official parity of $2.40 but no 
longer with an upper limit, moved 
firmly towards $2 47. As a precaution 
against the rale being forced still higher 
by speculative inflows, thereby endanger¬ 
ing the competitiveness of UK exports 
and also poss ibly weakening the UK’s 
position in negotiations bp future pari¬ 
ties, fresh exchange controls have since 
been introduced and Bank Rate cut to 
five per cent, the lowest level since Feb¬ 
ruary 1964. The interesting s tuat on 
now arises, therefore, that there arc 
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restrictions on both the inward and 
outward movement of funds. 

The strength of the £ is partly illu¬ 
sory in that other currencies have also 
moved upwards, so that on balance 
the £’s relative position is little altered, 
but it remains a fact that the currency 
is firm and that a speculative inflow is 
currently more of a danger than an 
outflow. Why is the £ so strong ? In 
the first quarter of 1971 considerable 
strength was derived from the mainte¬ 
nance of higher rates of interest in 
London than overseas; since that time, 
however, this differential has been 
reduced. A growth of sterling reserves 
of overseas countries and speculative 
inflows have helped, but underpinning 
the firm tone of the £ is an unexpected¬ 
ly healthy trading position. Despite 
long-standing concern about the 
effect of a higher than average rate of 
inflation on competitiveness in overseas 
markets, exports have increased in 
volume and value; imports have shown 
a weaker upward trend, contributing to 
an average monthly trading surplus 
over 197 Ps first eight months of £14 
million, compared to a near balance in 
J970. With net invisible earnings runn¬ 
ing at some £50 million per month, the 
current balance of payments surplus 
for 1971 as a whole could clearly 
exceed the record of £579 million 
established in 1970 

Pessimistic Estimate 

Many, however, fear that the exter¬ 
nal position may deteriorate as the 
economy revives in the wake of the 
Chancellor’s July measures, when gro¬ 
wing domestic demand could draw in 
an increasing volume of imports and 
tend to divert goods from the market. 
Certainly the balance of payment will 
weaken, but to talk of a deficit on 
current account in 1972 is over-pessi¬ 
mistic. Oil the one side, the recent 
sharp upturn in exports may be more 
than temporary; on the other, the 
strength of the domestic recovery is 
uncertain and in any case there is 
usually a long lag before an import 
boom materialises. Nevertheless, tra¬ 
ding considerations suggest that sooner 
or later sterling will weaken. Longer- 
term factors also, particularly the effect 
on the balance of payments of entry 
into the Common Market, suggest that 
the pound must move downwards. 
Clearly such a change of parity would 
be more easily achieved if currencies 
continue to float or if some form of 
/‘gliding parity” were to be introduced; 
equally apparent are the dangers inhe¬ 
rent in refixing the poupd in any gene¬ 
ral currency realignmeat an the basis 
of its present strength. 

NOTE; Next week’s article will 
cover the Dutch guilder, Italian lira, 
Canadian dollar, Swiss franc and the 
Japanese yen. 
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The forest ewer 
fares to New\brk^ 
on Pan Ain’s 74 £ 



Delhi — New York — Delhi Rs.4125 ($ 550) 
Bombay — New York — Bombay Rs.4125 ($ 550) 
(via Delhi both ways) 

Calcutta — New York — Calcutta Rs.4875 ($ 650) 
(via Delhi both ways) ... ,_ t 


Calf your Pas Aju Travel Agent or call us. 

• New DeM: Chandralolc, 36. Janpath, Tel: 43371 

• Bombay: Taj Mahal Hotel, Tel : 253448. 255434 

• Cal cotta: 42. Chowringhee Road. Tel: 44-3251 

• Madras: 8/9. Thambu Chetiy Street. Tel: 29301, 23242 

• Katfcaaadu: Hotel Soaltec-Oberoi. Tel: 11211 

• Celowbo (Ceylea): Kollupitiya, Tel: 78271 



Pan Am. 


/; Pan Am, first with daily747service round the world. 

1 MA-ltllR ^ 
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Has India’s agriculture at last broken 
through the climatic barrier? Farming 
in this country has traditionally been a 
gamble in the monsoons because of 
the five-year cycle of fluctuating rain¬ 
fall. It has generally been our experi¬ 
ence that in every five-year period* 
there is one year of very good rainfall 
and another year of very poor rainfall, 
the remaining three years having rainfall 
records moving between these limits. 
Given these circumstances the country 
has naturally been forced to put up 
with corresponding movements in lev¬ 
els of harvests. The question has 
always been whether scientific manage¬ 
ment of agriculture in this country 
would ever reach a point where farm¬ 
ing would be enabled to become a master 
instead of being the slave of its clima¬ 
tic environment. Do we now have an 
answer to this question? There are 
bright prospects of a bumper wheat 
harvest in 1971-72 and when this ex¬ 
pectation is realised, we would have 
had not only above-average wheat 
crops but crops steadily increasing in 
volume over five years in succession. 
The 1971-72 harvest, at its expected 
level of 25 million tons, will have 
rendered anachronistic the fourth Plan 
target of 24 million tons. So far as the 
main wheat growing areas are concern¬ 
ed, it does seem as if the package 
of improved farm practices, combined 
with advances achieved in the infra¬ 
structure, has managed to make agri¬ 
culture very much less of a gamble 
than it has traditionally been. Whether 
the green revolution has come of age or 
not, it has at least emerged from the 
anxieties of adolescence. 

* * 

“A seminar for hundred? Cocktails 
for three hundred? And a concert 
for a thousand?” asks an Ashoka 
Hotel (New Delhi) advertisement, 
which goes on to promise that this 
hotel “has all the special facilities you 
need for special occasions”. The 
advertisement makes particular men¬ 
tion of “the right-sized room with best 
amenities” and it emphasises “perfect 
acoustics”. About “acoustics”, at any 
rate, those who attended, on November 
24, the seminar on “India and the 
European Common Market” organised 
by the Foreign Affairs Association of 
India and held within the hospitable 
recincts of the Ashoka Hotel, could 
ave had no complaints at all except 
that the acoustics were so perfect that 
they could hear more clearly than 


what was being said at the seminar 
itself the carpentering that was going 
on in an adjoining room. 

* * 

The programme for the seminar 1 
just referred to. was issued over the 
signature of “Prof R. K. Amin, ex-MI\ 
Director of Seminar”. It is quite true 
that when Mr Amin was a member of 
the Lok Sabha he earned a name for 
himself by making solid contributions 
to debates on economic affairs, but l 
should have thought that there is 
much more to Mr Amin than his having 
been an MP once. He is after all an able 
and painstaking observer of the nat¬ 
ional economy and is known for his 
interest in economic research and ana¬ 
lysis. Is it necessary even for men of 
distinction like him to keep on remind¬ 
ing the public or, perhaps, even them¬ 
selves that they once were MPs? It is 
bad enough that many of those who 
are currently MPs seem to think that 
they belong to a special class. Do ex- 
MPs also want to be regarded as a 
race of men apart? Incidentally, The 
Hindustan Times , reporting on the 
seminar, referred to Mr R. K. Amin as 
•‘former MP”. Was this tongue-in- 
cheek, or was it an indication of the 
power of suggestion? 

* 

The Indian Consumers' Union was 
inaugurated by Mr Y. B, Chavan in 
New Delhi on November 22. The 
audience was rather thin and this might 
have been due in part to the fact that 
the function was held on the forenoon 
of a Monday. All the same, the hard 
truth has to be faced that there is, in 
our national community, a certain lack 
of confidence in the proposition that 
individuals, by taking thought and act¬ 
ing with their fellows, could influence 
to their advantage the economic en¬ 
vironment or the social climate. This 
being so, the Indian Consumers' Union, 
1 am afraid, cannot look for quick re¬ 
sults in terms of public response. It 
therefore cannot spare itself in doing 
either its home work or in carrying 
out its field work—and its problems arc 
not made any the Jess simple by the 
necessity under which it is labouring 
of mobilising material resources with¬ 
out compromising its aims and activi¬ 
ties. It has to steer clear of the Scylla 
of business embrace pthe one hand 
and the Charybdis of government pat¬ 
ronage on the other, 

Meanwhile the union is planning to 
hold an all-India Conference on Con¬ 


sumer Orientation in New Delhi from 
December 4 to 6. This conference will 
he its first big opportunity for bring¬ 
ing itself to the notice of the public. 
Its real impact on the people, however, 
will be felt only after it has worked for 
some time on a concrete programme 
of constructive action in identifying 
urgent consumer problems and formu¬ 
lating both strategy and tactics for 
dealing with them. 

* * 

I was in the Nilgiris recently and 
could furbish my information about 
the Todas and their way of life. Al¬ 
though the outside world is now very 
much with them, these people seem to 
have successfully resisted the attempts 
of the Tamil Nadu government to 
wean them from their pastoral life and 
make of them settled agriculturists. 
Whether the state government's policy 
has been sound at all is of course a 
matter of opinion. It has in any case 
failed for the time being. The explanat¬ 
ion is simple enough. To the Toda the 
buffalo is not just cattle. It is his cult 
and culture. To tend it or ritualise it 
makes for much in his way of life. 
To turn from this tp tilling the land 
would be for him to lose not merely 
his tribal personality but even the mean¬ 
ing of his individual existence. Not 
surprisingly, then, the Todas have 
leased the lands allocated to them 
for agriculture to men from the farming 
communities in the Nilgiris and firmly 
stuck to their pastoral way of life cen¬ 
tred in their dairy ritual featuring the 
buffalo. 

The slate government however does 
not appear to be in a mood to give up. 
Its energies are now bent towards per¬ 
suading the Todas to take to modern 
dairying if not the cultivation of crops. 
The economic argument is reasonable 
enough. The Toda buffalo is not econo¬ 
mically viable as milch cattle while 
there is just not enough pasturage in 
the Nilgiris for unregulated grazing 
on the slopes to be allowed indefinitely. 
The state government apparently hopes 
to succeed, in due course, in persuading 
the Todas to grow fodder grass or fod¬ 
der vegetables and even switch over 
•from the buffalo to cross-bred cows as 
the basis for more economic and effi¬ 
cient dairying. But once again the 
problem would be the ritualistic role 
of the buffalo which has so far been 
firmly resisting all erosion or encroach¬ 
ment. 


V.B. 
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Trade Winds 


CAR PRICES 

Tee Supreme Court declared on 
November 24, 1971, as inopera¬ 

tive statutory selling prices of 
Fiat, Ambassador and Standard 
Herald cars fixed by the govern¬ 
ment of India by its notification of 
November 21, 1969. The revised 
higher prices subsequently fixed by the 
Car Prices inquiry Commission were 
also* declared unacceptable by the 
court. The court directed the govern¬ 
ment to refix within two months the 
selling prices for the cars in accord¬ 
ance with principles it laid down in 
its judgment. The ex-factory selling 
prices fixed by the commission were 
respectively Rs 14,787, Rs 15,220 and 
Rs 15,769 for Fiat U00-D, Standard 
Herald (four-door) and Hindustan 
Ambassador cars, against Rs 14,325* 
Rs 14,003 and Rs 15,316 fixed by the 
Motor Car Price Control Order of 
September, 1969. 

Accepting a suggestion which 
emanated from the court during 
the first stage of arguments on 
the writ petitions, the government 
appointed in May, 1970 the Car Price 
Enquiry Commission to take into con¬ 
sideration all relevant matters, techni¬ 
cal and financial, and suggest fair sell¬ 
ing prices for the three passenger cars. 
When the commission's report and 
government's view were placed before 
the court, the manufacturers objected 
to the basis on which the commission 
had made its recommendations, and 
the factors it had taken into considera¬ 
tion as relevant. 

The court observed in its 
judgment that the commission 
was “an expert body” and it would 
direct deviation from its report only 
where there had been a departure 
from established principles or where 
the conclusions of the commission 
were shown to be demonstrably wrong 
or erroneous. Upholding the view 
expressed by commission, the court 
said that the cost on account of 
warranty, including labour charges 
(for servicing cars etc. during the 
warranty period) and bonus payable 
to the employees should be borne by 
the manufacturers, and had been rightly 
excluded by the Commission from the 
calculation of “ex-works costs”. It has 
been pointed out that the minimum 
bonus of four per cent compulsorily pay¬ 
able under the Bonus Act should* how¬ 
ever* be allowed to be included in the 


cost of manufacture. Capacity utilisation 
of a manufacturing unit, the quality of 
its product and the maintenance of 
proper standards at various levels of 
production were all relevant factors in 
the determination of the fair price, the 
court declared. 

CONSUMERS' UNION 

The Finance Minister, Mr Y. B. 
Chavan, opened, the Indian Consumers' 
Union recently. Registered in Septem¬ 
ber last, the union will hold its first 
all-India consumers' conference in 
New Delhi early next year. Mr Chavan, 
who had made a strong plea for build¬ 
ing up a well organised consumer 
resistance movement after the pre¬ 
sentation of the last budget, said: 
“This movement will have to be supple¬ 
mentary to counter price increases. It 
cannot be an alternative to govern¬ 
mental action and responsibility. Only 
this kind of concerted attack on the 
problem can yield fruitful results.” 
The Finance Minister asked the 
organisers of the union to see that 
the movement remained constructive 
in character and non-political in 
approach. He said that in several 
advanced countries like the US, the 
UK, Canada and Japan the consumer 
movement could grow into a force 
which the trading community had to 
take notice. The chairman of the union 
Mr Manubhat Shah, stated that if 
necessary, the union will resist the 
price rise by “picketing and other 
suitable action programmes.” 

MANAGEMENT CONFERENCE 

The Fourth International Manage¬ 
ment Conference of Asian Asso¬ 
ciation of Management Organi¬ 
sation of the International 
Council for Scientific Management 
(AAMOCIOS) was held in New Delhi 
from November 22 to November 27, 
1971 in which nearly 600 delegates 
from various countries participated. 
The theme of the conference was tradi¬ 
tion and modernity. Several delegates 
participating in the conference related 
far reaching changes taking place 
in economic and technological fields 
in their respective countries and revea¬ 
led the manner in which management 
patterns were being forced to adapt to 
the new situations. “Changes in the 
management techniques were there¬ 
fore, found to be necessary with the 
rapid changes taking place in the 
technological processes. One of the 


delegates stated that businessmen in 
traditional societies seemed to flAd it 
easier to accept better production 
methods* essentially the cost reducing 
art, than to accept the value of diffe¬ 
rent approach # to marketing. The 
pressure for change came rattier from 
governments which sought better 
export performance to improve fore¬ 
ign exchange earnings. 

One of the suggestions made at the 
conference was the rapid extention of 
management systems to agriculture. 
Delegates were of the opinion that 
farmers in the future would seek the 
services of management consultancies 
and stressed the need for evolving 
systems suitable for small and medium 
sized farms. The delegates welcomed 
th? suggestion that the management 
of public enterprises should arrange 
courses in management techniques for 
senior and middle line managers of 
government controlled concerns. 

AMERICAN LIBRARY 

The American Library in the capital 
celebrated iu 25ih anniversary between 
November 21 and 24. Started as a re¬ 
ference library in 1946 with 3,000 
books, it now ha> no less than 25.000 
books and a very Urge number of 
periodicals and pimpMets. The four- 
day celebrations brought together the 
old members and authors who had 
made fruitful us? of the facilities pro¬ 
vided by the library. The use of new 
gadgets acquired by the library such 
as the microfilm and microfiche reader 
printer were demonstrated. The Vice- 
President, Mr G. S. Pathak who inau¬ 
gurated the celebrations on November 
21* made a feeling reference to the 
useful role of the library in building 
bridges between India and the USA. 
At the various functions organised by 
the library to demonstrate the increas¬ 
ing facilities available, well-deserved 
tributes were paid to Mrs Kamala 
Kapur—the librarian—and her collea¬ 
gues for converting the library into an 
extremely useful institution, 

GUJARAT'S PLEAS 

The President of the Federation of 
Gujarat Mills and Industries* Mr 
Charan Singh Chawla, stated at a news 
conference here last week that his Fede¬ 
ration and the Central Gujarat Cham¬ 
ber of Commerce strongly felt that 
the development of the Baroda petro¬ 
chemical complex should be arranged 
in such a manner that the output of 
the basic products and their utilisation 
by the user industries were well coor¬ 
dinated so that problems regarding 
excess production or lack of timely ana 
adequate demand did not arise. The 
two bodies* he added, were* further* of 
the view that some of the downstream 
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projects in this petro-chemical complex 
should be in the joint sector. 

Mr Chawla stressed that in view of 
the widespread development of electro¬ 
nics industry in and around Baroda, 
there was a strong cas£ for the setting 
up of a telecommunication equipment 
project in Gujarat. The Koyali refinery, 
he suggested, should be expanded to 10 
million tonnes This would obviate the 
need for setting up a new refinery in 
north-west India which would definitely 
be more expensive. A part of the crude 
oil requirements of the Koyali refinery, 
he observed, could be imported. 

Mr Chawla pleaded for the setting of 
the national river board to ensure opti¬ 
mum utilisation of the river waters in 
the country which was hampered by 
inter-state differences. The board, he 
suggested, should be composed of top 
experts. It should be empowered to 
take decisions on merits and have them 
implemented. There was great need, 
Mr Chawla added, of developing an all- 
weather port at Dahej. With its ideal 
location and close proximity to the 
Koyali refinery and a hinterland of 
immense economic potential, this port 
could greatly relieve conjestion at 
other large ports, beside helping the 
economy of an underdeveloped region. 

Mr Chawla further called for the 
construction of a nuclear power station 
in Gujarat because of the lack of ade¬ 
quate hydro-electric resources in the 
state and the difficulties of hauling coal 
from very distant areas in east India. 
A speedy implementation of the Nar¬ 
mada river project, he felt, could also 
go some way in meeting the power 
shortage in Gujarat. Mr Chawla further 
wanted the fixation of gas price in 
Gujarat at a reasonable level so that 
the industry was not burdened with 
unduly high fuel costs. 

With a view to raising industrial 
production in the country, Mr Chawla 
thought that licensing procedures 
needed to be further simplified and 
positive guidance and incentives ought 
to be given to new industrial units. 

VANASPA1X PRICES 

In view of the fall in groundnut oil 
prices in recent weeks, prices of vanas- 
pati have been reduced by 10 paise per 
kg in each of the four zones with 
effect from November 23, 1971. The 
revised prices have been notified by 
government under the Vegetable Oil 
Products Control Order, 1947, separate 
prices being fixed for sale by producers, 
wholesalers and retailers. The maxi¬ 
mum retail prices of vanaspati in diffe¬ 
rent packsizes, and when .sold loose, 
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exclusive of sales tax and other local 
taxes, will be as under :— 


Zone 16.5 kg. 4.0 kg. 2.0 kg. Loose 

per kg, 

Rs R$ Rs Rs 


North 83 44 22.17 11.57 5.06 

South 79,90 21,3.1 11.14 4 84 

East 83.99 22.31 11.63 5.09 

West 81.43 21.68 11.32 4.94 


ASIAN TRADE FAIR 

The groundbreaking ceremony of 
the Third Asian International Trade 
Fair to be held in New Delhi in 
November 1972 was performed recent¬ 
ly. The austere ceremony was the 
beginning of the construction pro¬ 
gramme of‘Asia 72\ expected to be an 
important exposition to be held in this 
country. An open-air exhibition of 
models and blueprints was also on 
display to give an idea of what the fair 
would look like. 

\ TRADE WITH BULGARIA 

India and Bulgaria recently reviewed 
their bilateral trade arrangements and 
considered measures to balance their 
trade in the coming years. The talks 
were held with an eight-member offi¬ 
cial Bulgarian delegation headed by 
Deputy Mnister for Foreign Trade, 
Mr. V.G. Grantcharov, which arrived 
in this country to finalise the trade 
protocol for 1972 under the long-term 
trade and payments agreement. This 
country had a trade deficit of nearly 
Rs 30 lakhs in 1969 \ which had risen 
to about Rs 4 84 crorcs in 1970, des¬ 
pite substantia/ increase in the trade 
between the two countries. As against 
imports worth Rs 12.7 crores in 
1970, India’s exports to Bulgaria to¬ 
talled Rs 7.21 crorcs. 

IN DO -SO VIET SHIPPING 

An Indo-Soviet protocol was signed 
recently for the strengthening of the 
joint Unet shipping service between 
the two countries. It is proposed to 
improve the co-ordinating machinery 
at both Soviet and Indian ends and the 
turn-round of ships ,at ports in the 
two Countries. A technical committee 
is proposed to be set up to examine 
the scope of utilisation of cargo in the 
Indo-Soviet trade. The protocol sign¬ 
ing marked the completion of 15 years 
of Indo-Soviet shipping during which 
the operations had increased from six ' 
ships from either country doing 12 
sailing a year to 18 ships doing 36 
sailings. The present level of 72 sail¬ 
ing a year by Indian and Soviet ships 
is expected to be maintained in the 
coming year. Shipping service bet- 


looi 

ween India and Soviet Union com¬ 
menced in 1956. 

ID.B.I. 

Total sanctions (gross) and disbur¬ 
sals of Industrial Development Bank 
of India during the quarter July* 
September Z97I increased by <J| per 
cent and 37 per cent respectively as 
compared to the corresponding quarter 
of 1970-71. Sanctions and disbursals 
m July-September 1971 were Rs2l.9 
crores and Rs 21.3 crores, respectively, 
ihc bulk of the increase in the assis¬ 
tance sanctioned during the quarter 
under review, was accounted for by a 
sharp increase in export assistance— 
both direct and refinance-—and in 
rediscounting of bills. Direct export 
finance totalling Rs 1.6 crorcs (in res¬ 
pect of export of boilers to Malaysia 
and textile machinery to Iran and 
UAR) was sanctioned during the 
quarter, as against Rs 0.8 crore during 
July-Scptember 1970. Sanctions for 
refinance against export credit amoun¬ 
ted to Rs 2.2 crores as compared to 
Rs 0.2 crorc during July-September 
1970. The amount of bills rediscounted 
during July-Sepiember 1971 was more 
than double the figure for correspon¬ 
ding quarter of the previous year 
whereas assistance under refinance of 
industrial loans was higher by 55 per 
cent. The proportion of refinance in 
respect of loans to small-scale indus¬ 
tries and small road transport opera¬ 
tors to total refinance during the 
quarter was higher at 67 per cent as 
compared to 59* per cent for the 
corresponding quarter of the previous 
year. 

AIR FRANCE YOUTH FARES 

Air France has introduced special 
youth fares, about 50 per cent less 
than existing fares, between India and 
France from November 22, 1971 • 

Indian youths from 12th to 30th birth¬ 
day will be able to travel on the special 
fares. Under the youth fares an eco¬ 
nomy class round trip ticket between 
Delhi/Bombay and Paris will cost Rs 
2,993 t US *399); between Calcutta and 
Paris Rs 3,750 (US $500) and between 
Madras and Paris Rs 3,525 (US #470). 

NAMES IN THE NEWS 

Mr A.K. Sen has been appointed 
Chairman of the Board of Directors of 
Indian Oxygen Limited in succession to 
Mr N. Dandekcr who has resigned from 
the Board w'ith effect from December 1, 
1971. Mr N. Dandcker has been 
Chairman of the board of the com¬ 
pany since April 1, 1963. Mr A. K, Sen 
was Managing Director of the com¬ 
pany and retired on March 31, 1971, 
when he was succeeded by Mr K. 
Hartley, the company’s present Manag¬ 
ing Director. 
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Expansion in Public Sec 
Oil Refining and Market 

Indianoi! Chairman M. Rama Brahmam's Stat 


Gentlemen, 

On the occasion of the 12th Annual 
General Meeting of the Indian Oil 
Corporation it gives me great pleasure to 
welcome you and utilise the opportunity 
to recapitulate the performance of your 
organisation for the year 1970-71. 

1 ho report of your Directors and the 
Audited statement of accounts are already 
In your hands. With your permission 
I propose to take thorn os read, 

I took over as the Chairman of your 
Corporation only a few months ago. 

But I am emboldened by the feeling that 
I am no stranger to the organisation or to 
the ojI industry with which I hove been 
intimately connected for over a decade. 

My association with the Corporation had 
a brief break when I was called upon to 
htud a modern, sensitive and sophisticated 
refinery in the South in which considerable 
Indian technical skills and expertise had 
gone in to bring about the fruition of 
another enterprise with Government 
participation. 

ft gives me great happiness to lay before 
you the steady and phenomenal growth 
of your company, which, unmindful of the 
severe companion from established 
foreign oil companies, has come to be 
reckoned as the biggest oil refining and 
marketing organisation both in private 
end public sectors. The commissioning of 
the first public sector refinery in Gauhati 
in Assam in 1962 followed by a chain of 
public sector refineries, modern pipeline 
transportation of petroleum products and 
the nation-wide marketing net work to 
undertake distribution of vital petroleum 
products to far flung corners had all acted 
as catalysts in India's economic life over 

the past decade. 

„ , s ‘' 

During the year, your refineries processed 
6.34 million tonnes of crude oil. 

The turnover of the Corporation for the 
year amounted to Rs. 720.01 crores as 
against Rs. 634,41 crores during the last 
year resulting in an increase of 13 49% 
over the previous year. In terms of quantity, 
the total sales of your Corporation during 
the year was 11.61 million kls as against 
10.64 million kls during the last year; thus 
recording an increase of about 9.1 % over 
the previous year. 

This brings the all India market participation 
to 61.6%. Both on the refining and on the 
marketing side your company has improved 
its position of leadership in the industry. 

Your Corporation has laid a lot of emphasis 
on the service aspect of its operations. 
Provision has been made for trained staff 
to provide technical and sales service to the 
Corporation's vast body of Government 
end other customers spread throughout the 
length and breadth of the country. 


Profit during the year before providing for 
depreciation and interest amounts to 
Rs, 31.32 crores as against Rs. 36.20 
crores for the previous year. Profit after 
depreciation and interest amounts to 
Rs, 15.77 crotes during the year as against 
Rs, 20.41 crores during the previous year. 

In spite of the higher production and 
highest turnover, the profits of your 
Corporation were reduced from Rs. 20.41 
crores in the previous year to Rs. 15.77 
crores during the year showing a 
reduction of Rs. 4,64 crores. 

Prior years expenses increased from 
Rs. 2.06 crores to Rs. 4.55 crores showing 
an increase of Rs. 2.49 crores. Whole of 
this amount is on account of the retro¬ 
spective. increase in the price of crude 
oil since the inception of Gujarat Refinery, 
in respect of crude oil supplied by Oil and 
Natutal Gas Commisc'on; there is also Bn 
element of a higner rate for crude oil pay¬ 
able to Oil India for the period of 
January/Marc.i 1970. 

The cost of crude oil as compared to the 
basis on which the payments were made 
In the earlier years was higher by Rs. 2.5 
crores for the financial year 1970-71. 

Thus the cost of raw materials accounted 
for reduction in the profit by about Rs. 5 crores. 

The Corporation had to pay 
devaluation duty amounting to Rs. 97 
lakhs which resulted in an additional 
burden during the year under review. 

There wp»q also unavoidable losses 
totalling Rs. 2.39 crores resulting from 
under-recoveries of Inland Freight 
(Rs. 0.40 crores). Sales Tax 
(1.39 crores) and coastal transportation 
cost (Rs. 1.10 crores). 

The foregoing reductions aggregate 
to a sum of Rs. 8.86 crores which would 
otherwise have been added to the over-all 
profitability of your Corporation. The out¬ 
look .for the next year 1971 -72 is promising 
and the Corporation will undoubtedly show 
better results. 

Although the paid-up capital of your 
company is Rs. 71.18 crores, your Corpora¬ 
tion has earned net profits aggregating to 
about Rs. 73.5 crores since the 
amalgamation of Indian Refineries Limited 
with Indian Oil Company in the year 1964. 
Your Corporation has also generated inter¬ 
nal resources totalling about Rs. 119 88 
crores and has repaid about Rs. 9.58 
crores loan to the Government—thus 
reducing the loan capital to Rs. 44.15 
crores. You will be pleased to know th^t 
the Halriia Refinery project estimated to 
cost Rs 68 crores is being financed to a 
very large extent out of Corporation's own 
internal resources. Outstandings were 
substantially reduced and amounted to 
Rs. 33.57 crores as against Rs. 39 71 


crores at the end of the last year. 
Outstandings at the end of the year 
represented 15 days' sale as compared 
22 days' sale during the previous year. 

Your Directors have recommended to y< 
to maintain the dividend at 7% on the 
paid-up capital of the Corporation.This* 
be the fifth consecutive year during whii 
the dividend is being paid—the total 
amount of dividend paid during these ye 
will be Rs. 23 87 crores, representing w< 
over 33% of the paid-up capital of the 
Corporation, i.e. Rs. 71.18 crores. 

May I now bring to your notice a few 
distinctive features of your Corporation 

In addition to the three operating 
refineries—which are working very 
satisfactorily—construction of Heldra 
Refinery is progressing satisfactorily am 
it is expected that the fuel part of the 
refinery wifi go on stream in the first 
quarter of 1973 and the lube complex i 
mid 1973. The three existing refineries, 
Gauhati, Barauni and Jawahamagai 
achieved crude throughput of 6.3^ milli 
tonnes. While your refineries a: Gujarat 
and Barauni continued to operate at lev 
higher than their designed capacities, 
there was a slight shortfall in tne 
throughput of Gauhati Refinery mainly < 
account of frequent interruptions in the 
unit operation due to failure and unstea 
power supply and the difficulties of 
uplifting of products of Sifiguri and 
restricted availability of crude. 
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t the request of the Ministry of Petroleum 
r Chemicals, your Corporation has 
spared feasibility reports for two new 
irass-root refineries, One at Bongaigaon 
Assam and the other in North-West 
Jegion of India. 

Is a matter of satisfaction to ail of us to 

t ote that a start was made to produce 
PG in Gauhati Refinery for the first time 
March 1971 and the production will be 
itepped up accordingly as the demand 
for LPG in Assam develops. Again the 
taking Unit of that refinery achieved a 
|ecord run of 132 days, the highest so for 
ichieved. in the matter of product 
Recoveries in that refinery, a percentage of 
1)0.1 was achieved against the anticipated 
fecovery of 89*2%. The performance of 
iujarat Refinery also continued to be 
Impressive. During the year, 17.981 MT of 
.PG as against 11,087 MT in the previous 
hear were marketed. Likewise, the Barauni 
(Refinery has also recorded production 
ibove the installed capacity and the 
mproved maintenance techniques has 

t tabled the Phenol Extraction Unit of that 
finery to achieve a record run of 
127 days during the year which is the 
ighest so far. 

I rte performance of the Pipeline Projects 
9s been equally impressive. The Barauni- 
snpur Section of the Pipelines achieved 
record thioughput of 1,03.318 MT of 
hite oil products in the month of March 
>71. For the first time, black oil product, 

». LDO was also transported alongwith 
e white oil products through this sector 
[of pipeline in April 1971. All the four 
[major pipeline together account for the 
[movement of 2.62 million tonnes of 
petroleum products during the year. In 
addition, two feasibility studies for laying 
pipelines, i.e. a product pipeline from 
flsldia to Rajbandh and a crude oil pipeline 
from a suitable port on the Western Coast 
rathe proposed refinery in North-West 
Region together with off-shore facilities 
were prepared and submitted to the 
government.The latter pipeline is expected 
3 cost about Rs. 75 crores for transports- 
t of imported crude to the proposed 
t in the North-West Region. 

a foregoing programme impose a very 
r responsibility on your Corporation 
I t 7 have every confidence that your 
1 and engineers who have now 
aired adequate experience in handling 
f projects will live up to discharge 
m responsibilities In the most efficient 
1 economical manner. 

t the close of the year, your Corporation 
I distribution facilities at 24 port 
I pipeline installations, 1 inland ?! 
Installation, 359 upcountry depots of all 
kinds, 88 aviation refuelling stations and 
3004 retail outlets. 


the Corporation has now developed \ 
Sophisticated air refuotlinq facilities at 
68 air fields and during the year the 
Corporation handled about 70% aviation 
fuel business in the country. During the 
year, the Corporation added 323 retail 
outtet$~thus raising the number ot retail 
outlets to 3004. The number of retail out 
lots, according to the planned target will 
be substantially increased by the end of 
1974 which is the last, year of the Fourth 
Plan. Indane marketing was extended to 
13 additional towns during the year 
and presently the requirements of about 
3.63 lakh Indane consumers are being met 
through 102 distributors in over 54 towns. 

It is also planned to extend marketing of 
Indane to about 100 additional tow.is 
during the course of next 18 to 20 months, 
thereby making available approximately 
3.5 lakh additional indane connections to 
customers. Your Corporation also 
continued export promotion arid the value 
of products exported during the year 
amounted to Rs. 353 lakhs 

Alongside the development and growth of 
refining and marketing operations, attention 
has also been devoted to research and 
development in these spheres. Accordingly 
It has been decided to establish a Research 
and Development Centre at Fandabad at 
an estimated cost of Rs. 250 lakhs. This 
Centre will undertake the work of product 
development especially in the sphere of 
lubricants and will also render technical 
services to our esteemed customers. The 
Centre is expected to be operative by the 
beginning of 1974. 

The phenomenal growth in the all - round 
activities of your Corpoiation has 
underlined the need for manpower 
development and training in productivity, 
inventory control and controls over revenue 
expenditure, working capital, etc. During 
the year, 119 training courses were 
conducted at your Corporation's training 
centre at which training was imparted to 
984 officers and 716 other employees 
as well as 167 Defence Services Personnel. 
The Corporation also organised seminars 
for customers such as Railways, Steel 
Plants, etc< in the sphere of optimum 
utilisation of fuel and lubricants. Training 
Departments in the three operating 
refineries at Gauhati, Barauni and Gujarat 
continue to keep the refinery engineers 
and operators up to date with the refining 
and maintenance techniques. 

It is gratifying to note that your 
Corporation has, by and large, maintained 
harmonious relations with the trade 
unions consequent upon which it was 
able to avoid any serious industrial strife. 
Your Corporation has also evolved a 
system of communications with staff at 
all levels to keep them informed of the 
Corporation's programmes and policies. 

Your Corporation's investment in Indian 
Oil Blending Limited yielded a dividend 
of 20 % whereas the Corporation received 
a dividend of Rs. 1.70 per share from 
Indo-Burma Petroleum Co. Ltd., a 
subsidiary of the Corporation. The return 
of your Corporation on the investment 
of Rs. 75 lakhs in IBP was 8.8%. Indian Oil 
International Limited, a wholly-owned 
subsidiary of IOC started its trading 
activities from 1st November 1970 in Nepal, 
The Corporation's scheme introduced 
during 1969-70 for giving dealerships and 
agencies to unemployed graduates 
belonging to low income groups is being 
implemented with determination despite 
the hurdles being encountered In finding 


finances and sites for the selected dealers, 
in order to achieve the social objectives 
underlying this scheme, your Board of 
Directors nave relaxed certain conditions 
in the selection of dealers and sanctioned 
extra funds to facilitate establishment of 
more and more retail outlets. Under this 
scheme 69 Indane distributorships, 

275 retail outlet dealerships and 
86 kerosene dealership: have been 
awarded so far. The Cotporation also 
helped to rehabilitate ex-servicemen 
and their widows by granting dealerships 
end distributorships to them 

In the world today, oil is a source of 
power particularly for mobile units on 
land, water and air and has become the 
most important factor to keep the 
communications alive It Is, therefore*, a 
matter of special importance to us, both 
during the normal times whoie economic 
development has to be speeded up and 
during the critical days such as the ooriocK 
which the country is passing through 
now, that every effort is made to keep 
the supplies adequate and available at 
various locations with the least possible 
delay. In this, the efforts made by your 
company assume special significance and 
it is hoped that with the cooperation of 
the officers and staff we shall continue 
to keep the line of communications in 
tact and efficient. 

One of the essential efforts of Indianoil 
has been to reach a stage of self- 
sufficiency, particularly in the refining 
field. The progress made so far has amply 
demonstrated the ability of your company 
to deal with the rise in demands. 

However, the years ahead of us are likely 
to see greater and greater demands on our 
ability to cater to the needs of a rapidly 
developing economy- It is my hope that 
building on the experience gained during 
the last decade and keeping our 
technology abreast of modern 
developments abroad, we shall progress 
In the years to come with greater speed 
and efficiency and thereby serve the 
needs of our country and the society. 

We are about to evolve a National Fuel 
Policy. Oil will continue to remain an 
important element in any such policy. 

To the extent that the increased use of 
petroleum products involves a drain on 
our scarce foreign exchange resources 
there is bound to be a constraint on our 
development. We can only hope that the 
intensified efforts being made for 
exploration both on-shore and off-shore 
will soon yield adequate quantities of 
crude oil to meet our growing needs. 

We on our side should press on with our 
efforts at expanding our refining and 
marketing activities so that your company 
will fulfil its role in the National Fuel Policy. 

Exodus of refugees from Bangla Desb lias 
caused a tremendous strain on the 
Nation's resources. Your Corporation, 
realising the need for helping the refugee^ 
contributed a sum of Rs. 5 lakhs to the 
Prime Minister's Relief Fund earmarked 
for refugees from Bangla Desh. Your 
Corporation also made contributions for 
the relief of flood affected people in the 
Country. 

In conclusion, I would like to thank all 
the employees, who ijy their sustained 
efforts and hard work, have contributed 
*0 the development and success of the 
Corporation. 

With these observations, I now move that 
the accounts be adopted. 


DattaramjOC'17 


I Registered Office of the Company ot Bombay. This does not purport to imp record of the proceedings of the t2th Annuel General Meeting of the Company. 
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Company Affairs 


CENTURY 

ThE Century Spg. & Mfg. Co. Lid, 
the biggest single composite textile 
unit in the country, organised a fashion 
show entitled “March of the Century”, 
a film show and an exhibition to de¬ 
monstrate and display the exclusive 
range of its 100 per cent cotton fabrics, 
on November 25, 1971, at the Taj in 
Bombay. Developed over the years 
with the backing of intensive research, 
these fabrics blend fashion with com¬ 
fort. Century offers to the consumers 
a wide variety of fabrics—voils and 
mulls, cambrics and rubia, checked and 
striped shirtings, poplins and dress 
materials, dhotis and longcloth. 
Century's cloth also enjoys a great 
reputation in the export markets. 
Nothing brightens the home so beauti¬ 
fully, so inexpensively as Century's ex¬ 
quisite, tapestry cloth, plush towels, 
cosy blankets, beds heels, Venetians 
and gadlapats. Also Century's cloth 
makes better umbrellas too. Cotton 
fabrics are just one aspect of Century’s 
many manufacturing activities. Century 
has dynamically diversified its activi¬ 
ties and is today the leading manufac¬ 
turer of rayon and tyrecord yarn. It 
also manufactures caustic soda. Its 
expansion plans include the manufac¬ 
ture of cement, rayon grade wood pulp 
and seamless steel pipes. 

RATHI1SPAT 

The first electric ore furnace of Rathi 
Ispat Ltd, was inaugurated recently 
by Mr Kamlapati Tripathi, Chief 
Minister of Uttar Pradesh. The com¬ 
pany has set up its unit at Ghaziabad 
with an authorised capital of Rs one 
crone. It offered its shares for public 
subscription in January 1971 which 
were over-subscribed to the extent of 
1.5 times. The construction of the 
plant was started in the last week of 
March 1971 and the plant was com¬ 
missioned in the first week of Septem¬ 
ber 1971. The present installed an¬ 
nual capacity of the plant is 20,000 
tonnes of mild steel ingots. The second 
furnace of the company is expected to 
be commissioned early in 1972 so that 
the capacity will be doubled to 40.000 
tonnes annually. The application of 
the company for continuous casting 
plant is being considered by the union 
government and it hopes to receive 
the necessary licence. 

The first annual report for the 
thirteen months ended June 30, 1971 
reveals that during the period total 


expenditure incurred on fixed 
assets including the assets under cons¬ 
truction amounted to Rs 42.75 lakhs. 
The directors have pointed out that the 
project was completed at a cost below 
the projected cost, 

STATE TRADING CORPORATION 

The State Trading Corporation has 
been allowed by the union govern¬ 
ment to take up exports of even 
those items which arc not canalised 
and in which it will be competing 
with the private sector. Disclosing 
this at a press conference here recently 
the Chairman of the Corpora¬ 
tion, Mr P. L. Tandon, stated that 
coffee was one of the new items the 
exports of which were being taken up 
by STC. Hessian may be another 
such item. Hitherto, STC was pri¬ 
marily exporting non-traditional items; 
it was not required to undertake ex¬ 
ports of those commodities in which 
the performance of the private sector 
was considered satisfactory. 

The mid-year review of the opera¬ 
tions of STC has revealed that it is 
expected to close the current finan¬ 
cial year with a total turnover of Rs 
355.3 crorcs, as against the budget 
estimate of Rs 306.9 crores and the 
last year's turnover of Rs 233.8 cro¬ 
res. The overstepping of the budget 
estimate is attributed to the canalisa¬ 
tion of more items for imports than 
what was expected when the budget 
was drawn up. Exports during the 
six months to September aggregated 
to Rs 35 crorcs. On current estimates, 
they are anticipated to total up to 
Rs94.9 crores during the whole year 
—a marginal increase of Rs 40 lakh 
over the budget estimate. Last year 
the Corporation exported goods worth 
Rs 74.1 crores. Imports during 
the first half of the year aggregated 
to Rs 98.6 crores. For the whole 
year they are expected to be of the 
order of Rs 248.8 crores, as against 
Rs 154 crores last year and the cur¬ 
rent year’s original estimate of Rs 
204.5 crores. The domestic trade 
this year is likely to touch Rs 11 6 
crores, as against Rs 5.7 crores last 
year. Mr Tandon felt that exports 
during April-September, 1971, could 
have been higher but for shortfalls 
in domestic supplies. 

<r 

The profitability of the Corporation 
this year is expected to show a marked 
improvement. The profit before tax 
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during the six months to September 
amounted to Rs seven crores. For the 
whole year it is expected to be Rs 
15,1 crores, as against Rs7,2 crores 
last year. Profit after tax this year is 
expected to be Rs eight crores, as 
against Rs 2.2* crores last year; up to 
September it was Rs 4.5 crores. 
The anticipated profit this year is 
substantially higher than the budget 
estimate. The increase is partly due to 
the reimbursement of the losses 
suffered by the Corporation on ac¬ 
count of exports of sugar last year, 
but another major contributory factor 
has been that the exports of jute 
goods, which were effected at a loss 
last year, are yielding some positive 
returns this year. 

The expenditure is being well 
held despite a sharp increase in 
the total turnover. The total 
expenditure this year at Rs 7.9 crores 
is expected to be only Rs 50 lakhs 
more than last year. It will exceed 
the budget estimate by a bare Rs 20 
lakhs. The stock/turnover ratio is ex¬ 
pected to improve from 15 to 9 
per cent and the debtors/turnover 
ratio from 11 to 8 per cent. 

SUBSIDIARY CORPORATIONS 

Mr P. Sahai, Chairman of the Pro¬ 
jects and Equipment Corporation — 
one of the four subsidiaries of STC, 
the other three being the Cashew Cor¬ 
poration of India, the Handicrafts and 
Handloom Exports Corporation and the 
Indian Motion Picture Corporation— 
revealed that there was very good scope 
for STC undertaking, in collaboration 
with the manufacturing concerns in 
the country, both in the public and 
private sectors, turn-key jobs abroad, 
particularly in west Asia and Africa. 
Already negotiations are on in regard 
to some such projects. There was, 
he felt, also good scope for STC 
supplying some equipment in collabo¬ 
ration with West German and French 
manufacturers for projects in third 
countries. The Chairman of the Cas¬ 
hew Corporation, Mr Mahesh Sarin, 
stated that he was trying to diversify 
the sources of imports in order to 
ensure a steady supply of raw cashew 
for the export industry. 

BALLARPUR PAPER 

The Ballarpur Paper & Straw Board 
Mills Ltd, has achieved significant 
breakthrough in many of its develop¬ 
ment projects during the year ended 
June 1971. The gross profit before 
providing for depreciation and deve¬ 
lopment rebate during the year under 
review was Rs 6.78 crores, as against 
Rs 5.84 crores in the previous year. 
Depreciation was provided at Rs 1.16 
crores. Development rebate of Rs 
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sevenlakhs has been allocated. At the 
end of the year, the company's total 
reserves stood at Rs 14.78 crores, as 
against Rs 11.77 crores in the previous 
year* The tax liability of Rs 3.10 
crores and dividend fojr the year would 
be paid out of this reserve. The di¬ 
rectors have proposed a dividend of 
12.5 per cent on ordinary shares, in¬ 
cluding the bonus shares allotted on 
November 19,1971 in the ratio of 1 : 2. 
This would mean for the shareholders 
a higher rate of return on their invest¬ 
ment at the rate of 18.75 per cent as 
against 15 per cent in the last year. It 
would absorb Rs 76.85 lakhs, while 
dividend on 9.3 per cent, redeemable 
cumulative preference shares consumed 
Rs 13.72 lakhs. 

The output of paper during the year 
increased further to 96,923 tonnes from 
92.057 tonnes in the previous year. 
Sales abroad were an all time high at 
Rs 104.23 lakhs and the company’s 
quality papers were now being increas¬ 
ingly preferred by the foreign buyers. 
Significant progress was recorded in 
the field of expansion and develop¬ 
ment. The letter of intent issued ear¬ 
lier to the company for setting up 
caustic scda./chlorine project at Kar- 
war has been converted into industrial 
licence and the necessary import licence 
has also been granted. Shipments of 
plant and machinery for this project 
are expected to commence in about 10 
months. 

The land required for the pro¬ 
ject is under acquisition and in tact 
56 acres out of this land has already 
been handed over to the company. 
Agreements have been signed with the 
government of Mysore for the supply 
of electricity and power to the project. 
The company has also signed a 50-year 
leas© agreement with the Himachal 
Pradesh government for setting up a 
200-tonne per day newsprint mill in 
the state. A team of the company’s 
technocrats has already surveyed the 
area to select a suitable site for the lo¬ 
cation of this newsprint mill. Various 
processes for the utilisation of fir and 
spruce ate presently being examined 
and specifications of the equipment 
have been drawn up and enquiries 
issued to well-known local and foreign 
manufacturers for supply of plant and 
machinery for this project. 

KESHAW * VANASPATI 

Keshaw Vanaspati Limited is expec¬ 
ted to enter the capital market in the 
middle of next month to raise capital 
for its unit to be set up at Amausi in 
Uttar Pradesh. The company has an 
authorised capital of Rs 50 lakhs. The 
company proposed to offer for public 
subscription 139,650 equity shares of 
Rs 10 each and 7,500 (9.5 per cent) 
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redeemable cumulative preference 
shares of Rs 100 each for cash at par. 
The preference shares will be redeem 
able ip 12 to 15 years. The company 
was incorporated on February 12, 1971 
and has obtained an industrial licence 
to manufacture 50 tonnes of vanaspati 
* every day. The plant has been designed 
to manufacture vanaspati from any one 
of the edible oils mixed to suitable 
percentages. The company proposes to 
take advantage of the government's 
incentive to vanaspati manufacturers in 
the shape of remissions of excise duty 
in cases where vanaspati is produced 
by mixing cotton seed oil. The plant 
will be capable of mixing up to 95 per 
cent of cotton seed oil and five per 
cent of sesamum oil which is a com- 
pulsary mix for vanaspati manufacture. 
Initially the company proposes to 
produce vanaspaii by mixing 50 per 
cent of cotton seed oil, 30 per cent of 
groundnut oil. five per cent of 
sesamum oil and the rest is proposed 
to be made up of several oils including 
soyabean oil. The production is sche¬ 
duled to commence either in February 
or March, 1972 with initially 25 tonnes 
\ every day. Later on 50 tonnes of 
vanaspati will be offered for sale every 
day. 

RAINBOW STEELS 

Rainbow Steels Ltd., announced the 
starting of commercial production on 
November 27, 1971, of its 10-Tonnes 
steel melting arc furnace, established 
at Muzaffarnagar in Uttar Pradesh 
The company proposes to enter the capi¬ 
tal market with an issue of 24.70 lakhs 
made up of 147,000 equity shares of 
Rs 10 each and 10,000 (9.5 per cent) 
cumulative redeemable preference 
shares of Rs 10 each at par, for pub¬ 
lic subscription. The subscription list 
will open on December 6, 1971 and will 
close on December 16 or earlier at the 
discretion of the directors, but not before 
December 9, 1971. The company has 
an authorised, capital of Rs 60 lakhs 
and issued, subscribed and paid up 
capital of Rs 15 lakhs. The entire issue 
offered for public subscription has been 
underwritten. The company proposes 
to manufacture mild steel, alloy steel, 
ingots and billets and others sophisti¬ 
cated steel items. The company has 
successfully negotiated with the Hunga¬ 
rian manufacturers of the main plant 
—arc furnace — to make available 
technical know-how and its successful 
commissioning. Capital employed of 
Rs 60 lakhs is proposed to be raised 
through equity shares (Rs 30 lakhs)/ 
preference shares (Rs 10 lakhs) and loan 
from UP. Financial Corporation (Rs2(> 
lakhs). It has been pointed out that the 
existing steel melting furnaces in this 
country have not been able to meet 
even a part of the increasing demand 
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for billets. The company therefore 
hopes to fair well in this field. 

LICENCES & LETTERS OF INTENT 

The following licences and letters of 
intent were issued under the Indus¬ 
tries (Development and Regulation) 
Act 1951, during the two weeks ended 
July 31, 1971. The list contains names 
and addresses of the licensees, articles 
of manufacture, types of licences—-New 
Undertaking (NU); New Article (NA); 
Substantiai Expansion (SE); Carry 
on Business (COB); Shiftingand annual 
installed capacity. 

licences issued 

Transportation 

M/s Srivats? Exporters: “Siva Sunder, 
Thaugal Patlah Madras-4, (Chinglep 
ut-Tamil Nadu)—1.—Components for 
and sub-assemblies of internal combus¬ 
tion engines and motor cycles—3,000 
tonnes pa (NU). 

Chemicals 

M/s Tata Chemicals Ltd: Bombay 
House, Bruce St, Fort, Bombay. (Mi- 
thapur-Gujurat) —</) BHC 50% WDP/ 
EC, BHC 20%, Dusting Powder, 
BHC 5%, Dusting Powder—3600 ton¬ 
nes pa; </) C.O.C. 50% WDP, C.O.C. 
Dusting Powder 750 tonnes pa (COB). 

Drugs Sc Pharmaceuticals 

M/s Pfizer Ltd: Backbav Reclamation, 
Bombay-1. (Maharashtra)—Prcncx, 
Capsules, Vistaril^yrup, Marax Cap¬ 
sules, Heptuna Caosules, Dtadin Li¬ 
quid Anorexon Tablets, Distodin 
(Hexaehlorophanene), Rumeton Tabl¬ 
ets—These items will be manufactur¬ 
ed within the overall capacity of the 
various types of formulations already 
licensed. (COB): M/s Cynamid India 
Ltd: P.B. No 6577, Worli, Bombay-18. 
(Gujarat)—Ancylol—Disophenol par¬ 
ent ira I 4.5%—10 ml—30,000 X 10 
ml Vials pa (NA); M/s Elys Chemical 
Laboratories (P) Ltd : 4, Radha Kunj, 
Sarojini Road, Santacruz West, 
Bombay-54. (Maharashtra) — Plastic 
Disposable Transfusion sets—12 lakh 
sets pa (NU); M/s May and Baker 
Ltd: Bhandup, Bombay-73. (Maha¬ 
rashtra)—!. (a) Conray 280 . (h) 

Conray—420 2. Embacetin. 3. Osbil. 
4. Surmontil. 5, Tegeran Cream (Vet¬ 
erinary) 6. Vallergan. These items will 
be manufactured within the overall 
capacity of formulations already licen¬ 
sed in their favour. Basic Manufac¬ 
ture: 1. Chloramphenicol Cinnamate— 
65 kgs pa, 2. Metronoidozole—602 
kgs pa (COB). 

LETTERS OP INTENT 
Ferrous Industries 

Shri M. Somdppa, Industrialist: P.O. 
Yemmtganur, Distt Kurnool, Andhra 
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Pradesh. (Bangs tart- Mysore)—Steel 
wires of various types, vi z. vklve spring 
steel wire, high carbon spring steel 
wire, bead wire, umbrella, wire, faste¬ 
ner wire and ball bearing wire—10,000 
tonnes pa (NU). 

Non-Ferrous Industries 

Shri Shriram C. Chokhant: 23, 
Maheshwari Mansion, 34, Napean Sea 
Road, B ombay. (Maharashtra)—Alu¬ 
minium Collapsible Tubes—18 million 
Nos pa (NU). 

Electrical Equipment 

M/s Crompton Grcavcss Ltd: Kanjur 
Bhandbp, B>mb:iy-78-NB. (Bhandnp, 
Maharashtra)—Moulded Case Circuit 
Breakers—upto 660 volts and 2000 
amps - 5,000 Nos pa (NA); Shri R. 
Prasad: 6, Madan Street, Calcutta. 
(Maharashtra)—Moulded Case Circuit 
Breakers—upto 660 volts and 2000 
amps—5,000 Nos pa (NA); Shri R. 
rasad : 6, Madan Street, Calcutta. 
(Calcutta-West Bengal)—Magnet Re¬ 
cording Tapes—40 million running ft 
pa (NA). 

Telecommunication 

M/s Morris Electronics (P) Ltd : 
Industrial Estate, Poona 26. (Poona 
Maharashtra)—J. Soft ferrites—Ex¬ 
pansion from 75 tonnes to 200 tonnes 
per annum. 2. Hard ferrites—Expan 
si on from 50 tonnes to 200 tonnes per 
annum. (SE); Shri S. M. Ramakrishna 
Rao: *Laxmi Nivas, Fort, Bangalore 2. 
(Mysore)—Soft ferrites—100 tonnes 
pa (NU). 

Transportation 

M/s Jain Brothers : 903, S. P. Muk- 
herji Marg, Delhi. (Faridahad Haryana) 
—(/) Finished Cylinder heads—15,000 
Nos pa, (//) Crankshafts-30000 Nos 
pa (NU); M/s Braithwaite and Co 
(India) Ltd : Hide Road, Calcutta-43. 
(West Bengal)—Slag Ladle cars—7 
Nos valued Rs 300 lakhs pa (NA); 
M/s Escorts Ltd; 18/4, Mathura Road, 
Faridabad (Haryana) (Faridabad- 
Haryana)—Shock Absorbers—an ad¬ 
ditional annual capacity of 3,08,000 
Nos (including 7,680 shock absorbers 
for railways) (SE). 

Industrial Machinery 

M/s Jessop Sc Co Ltd : 63, Netaji 
Subhas Road, Calcutta-1. (West Ben¬ 
gal)—Wagon Tippler—16 Nos pa 
(NA); Shri A. C, Jain : Federal Sports 
20/1, Asaf Ali Road, New Delhi. 
(Hyderabad-AP)—Industrial Chains 
from 5/8* to 6* inches, including 
conveyor chains, extended pitch chains 
and special purpose chains excluding 
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ship chains and welded link chains— 
300,000 metres per annum (NU); M/s 
Shriram Bearings Ltd: 49/1, Oariahat 
Road, Calcutta, (Aurangabad-Maha- 
rashtra) -Cylindrical and Tapered 
Roller Bearings—9,00,000 Nos pa 
after expansion (SE); M/s Associated 
Textiles Engineers: 43, Forbes Street 
Fort, Bombav-1. (Bombay-Mahara- 
shtra)—Automatic Rotary screen print¬ 
ing machines—8 Nos pa (NU); M/s 
Calico Industrial Engineers, PB No 
7375, 2G-A,Chakala, Afidheri, Bombay, 

(Bombay-Maharashtra)—( i) React-O- 
Mat pressure Dyeing Machine (vertical) 
—6 Nos pa, (//) Horizontal Winch Dye¬ 
ing Machine Auto-clave for high tempe¬ 
rature dyeing -3 Nos pa: (///) Hori¬ 
zontal Beam Dying Machine-open or 
under pressure with vacamat Hydro- 
extractor—2 Nos pa (NA); M/s Hin¬ 
dustan Boilers: 21, Hamam Street, 
Bombay-1. (Udognagar-Gu jarat) —(/) 

Multi mesh Disc filters and elements 
1,20,000 Nos pa: (/V) Industrial and 
laboratory Test seives and element— 
30,000 Nos pa (NA). 

Machine Tools 

Shri S. Sarin: M/s Rita Industries, 
N-9, Kirti Nagar, New Delhi-25. (Har¬ 
yana)-Automatic Bottling Plants— 
24 Nos valued at Rs 120 lakhs pa (NU) 

M iscellaneous 

M/s Gcdore Tools (India) Private 
Ltd: 151, Golf Links, P B No 3027, 
New Delhi-3. (Faridabad-Haryana)— 
Forged hand tools—6320 tonnes pa 
after expansion (SE); M/s C.T.R. 
Manufacturing Industries Ltd: Nagar 
Road, Poona-44. (Poong-Maharash¬ 
tra)—Branches -4000 Nos pa (NA); 
Shri R. K. Sabool: 133, Industrial 
Area. Chandigarh. (Faridabad-Har¬ 
yana)—Broaches—5000 Nos pa (NU); 

Office Sc Household Equipment 

M/s Voltas Ltd; 19, Graham Road, 
Ballard Estate, Bombay-1. (Thana- 
Maharashtra) Ice Cube Maker—200 
Nos pa (NA); Shri L. N. Jhunjhun- 
wala ; 14/IB Ezra Stieet, World Trade 
Centre Bldg, Calcutta-!. (Jaipur-Raj- 
asthan)—Knitting Needles (wire and 
plato)—10 million nos pa (NU). 

Chemicals (Other than Fertilisers) 

M/s Vijay Motichand Hirachand 
Javeri : 60, Jayant Mahal, D. Road, 
Marine Drive, Bombay-20. (Visakha- 
patnam-Andhra Pradesh)-^(i) Oxygen 
G;'s— .45 million cubic metres pa, 
(n) Acetylene Gas—.10 million cubic 
meters pa (NU); Shri Itaat Hussain: 
Silver Cairns Road, No 12, Banjara 
Hills, Hyderabad-37, (Hyderabad- 
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Andhra Pradesh) & (M/s Hussain Gas 
Industries Pvt Ltd) (i) Hydrogen Gas 
—1,20,000 cu mt. pa, (ft)-Oxygen Gas 
(by product) 60,000 cub mt. pa 
(NU); M/s Navbharat Banaspati 
and Allied Industries: O.T. Road, Do- 
rana (Punjab) (Doraha-Punjab)—Oxy- 
•gen Gas—. 20 million cubic meters pa 
(NA); M/s Satnam Industry : 85/32, 
Coper Ganj, Kanpur (UP) (Kanpur- 
UP)—(ij Paints and varnishes and 
oils—20 tonnes pa, (if) Resins—218 
tonnes pa (NU); The Phosphate Co 
Ltd: 14, Netaji Subhash Road, Calcutta* 
1. (Rishra-West Bengal)—Sulphate of 
Alumina—Expension from the exist¬ 
ing capacity of 4,800 tonnes to 9,600 
tonnes pa (SE), 


Food Processing Industries 

M/s Kovilpatti Lakshmi Roller Flour 
Mills (P) L<d: 6/47-D, Avanashi Road, 
Coimbr tore-18 (Coimbatore-Tamil 
Nad u)—Biscuits—3000 tonnes per 
annum (NA). 

Ceramics 

M/s Hind Ceramics Ltd: 4, Scindia 
House, New Delhi-1. (Salem-Tamil 
Nadu)—Chemically Bonded Basic 
Refractories—10,000 tonnes pa (NU); 
M/s Bombay Potteries and Tiles Ltd: 
Pipe Road, Kurla, Bombay-VO. (Bom- 
bay-Maharashtra)—Steatite Fuse Bod¬ 
ies of H.R.C, Type—300 tonnes per 
annum (NA). 

Miscellaneous 

M/s The United Agenies (P) Ltd : 
Udyog Bhavan, Walchand Hirachand 
Marg, Ballard Estate, Bombay-L 
(UP)—Cigarettes—4,500 million pcs 
per annum (NU) 


LICENCES REVOKED/SURREN* 
DERED 

(Information pertains to particular 
licences only). 

M/s Dodsal Private Ltd, Bombay— 
Special Pipes; M/s Eastern Machinery 
and Trading Co, Bombay—Cranes; 
M/s Eastern Machinery and Trading 
Co, Bombay—Electric Hoists, 

CHANGES IN THE NAMES OF 
OWN ERS/U NDERTAK1NGS 

(Information pertains to particular 
licences only). 

M/$ W. H. Brady & Co Ltd to M/s 
Belapur Sugar and Allied Industries 
Ltd, Bombay. 
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The Panchayat in Village Economy 

Democracy and Development : R. C. IJrasad. Rachnu Prakashan, New Delhi; 
1971 ;Pp 336; Price Rs 35. 

Provident Funds in India : Dool Singh; Birla Vidvavihnr, Pilani; Pp 252; Price 
Rs 30. 

Challenge of Poverty in India : Edited by A. J. Fonseca Vikas Publications, 
Delhi, 1971, Pp 182; Price Rs 25. 

The World of Automobiles ; Department of Economic ai d Market Research. 
Hindustan Motors Ltd, Calcutta; 1971; Pp 170; Price Rs 15. 

Studies in Capital Formation, Savings, and Development in a Developing 
Economy : Edited by P. C. Malhotra and A,C. Minocha. Somiaya Publications. 
Bombay; 1971; Pp 256; Price Rs 25. 

The Marxian Mirage : Safvavrata Patel; New Hon/on Publishers, Bombax : 
1971; Pp 233; Price Rs 5.' 

Reviewed by AC AD EM ICES 


After independence India has brought 
about some institutional changes prom¬ 
pted by two considerations, namely 
the urge for democratization and the 
urge for rapid economic development. 
Fundamental changes brought about 
in the rural local government system 
are prompted by the same urges. The 
new system known as the Panchnyati 
Raj covers three closely-linked demo¬ 
cratic sub-systems ; (1) the gram 

panchayat (at the village level); (2) 
the panchayat Samati (at the block 
level), and (3) zilla parishad (at the 
district level). In his book Democracy 
and Development R. C. Prasad deals 
with only the village panchayat, the 
base-unit of the Panchayat Raj. The 
author has selected, a fairly typical 
village panchayat by name Awa locat¬ 
ed in the central part of Bihar. He has 
carried out fairly exhaustive study of 
the various aspects of its functioning as 
a political-administrative system, main¬ 
ly concentrating on two aspects, name¬ 
ly the pattern of distribution of poli¬ 
tical power in the village panchayat 
system and the performance capability 
of the village panchayat, especially as 
an agency of rural development. Since 
much faith has come to be placed in 
local self-governing institutions both 
to achieve democratization and econo¬ 
mic development, it would be instruct¬ 
ive to know the findings of the author 
in this field. 

Vital Difference 

Panchayats seem to have existed in 
these villages since time immemorial. 
But it should be noted that the statutory 
village panchayat is different from the 
traditional village panchayats in seve¬ 
ral respects The formation of statutory 
village panchayat has over-shadowed 
the traditional village panchayat of the 
headquarter-village; but in the other 


constituent villages the traditional vUl¬ 
lage panchayats remain more or less 
as active as before. The author iinds 
that since the area of the village panch- 
N ayat has not been delimited in consul¬ 
tation with the local people, the smaller 
constituent village of the panchayat has 
not emotionally integrated itself witli 
the statutory panchayat as the people 
of the smaller village find themselves in 
a position of permanent minority in 
the panchayat. This means that a com¬ 
bination of several revenue villages 
does not produce an appropriate area 
for the village panchayat as a unit of 
local government. “The consideration 
of administrative viability conflicts with 
the demands of democratic suitability”. 

Secret Ballot 

The introduction of statutory pan¬ 
chayat results only in the institutionali¬ 
sation of the traditional leadership. 
But also a convenient opportunity is 
provided for change in leadership due 
to secret ballot. Further, in a village 
dominated by one caste, the competi¬ 
tion for leadership is confined to men 
of the dominant caste only. This 
means castes do not operate as a very 
important factor in panchayat 
elections. 

The village assembly is a large, 
amorphous body and does not function 
in any significant sense as the highest 
decision-making body in the village 
panchayat. The stipulated methods ol 
work of the various organs ol the 
village panchayat are greatly modified 
along the traditional line. Disputes arc 
mostly settled through the traditional 
methods of mediation and outside the 
formal auspices of the panchayat court. 
In a panchayat where the elected mem¬ 
bers are capable and active, the panch¬ 
ayat secretary is relegated to the back¬ 


ground and therefore the office does not 
attract young men of merit. The village 
volunteer force remains unorganised 
because of financial and psychological 
difficulties. 

Formal taxation by the panchayat is 
greatly resisted by the people; but in 
urgent cases they do raise funds through 
voluntary contribution in the tradi¬ 
tional manner. There is however no 
doubt that the Kitmnory panchayat has 
facilitated communication between the 
government and the village people. 

The ineffectiveness of the village 
assembly, the lac!' of public parlicipa- 
ion in government-sponsored program¬ 
mes, the unwillingcss ol the panchayat 
to impose and collect taxes would all 
appear to be closely interconnected 
difficulties. These difficulties, according 
to the author, arise from three sources. 
First, panchayt elections are conducted 
in terms of local squabbles and are 
usually devoid of specific programmes. 
Secondly, the ability ol the panchayat 
to raise finance through local taxation 
is undermined both by the elective 
character of the taxing authority and 
by its face-to-face relationship with the 
tax-paver. Thirdly, the capability ol a 
local leader is judged by the local 
people in terms of his success in obtain¬ 
ing grants from government. Whatever 
success in development has been achiev¬ 
ed is mainly due to such grants and not 
due to any special efforts to raise re¬ 
sources from loca^sources. 

Political Democrat teat toil 

On the basis of this study the author 
has concluded that the introduc'ion of 
the statutory village panchayat system 
has given rise to a common urge lor 
controlling the decision-making appa¬ 
ratus. On the other hand it has not 
satisfactorily stimulated mobilization 
of local resources for economic deve¬ 
lopment. Political democratisation 
and economic development have yet 
failed to intertwine. 

Though the author has studied only 
one village panchayat, the conclusions 
which he has arrived at would seem to 
have validity for village panchayats in 
India in general. As a fact, the value of 
this excellent study of a single village 
panchayat does not so much lie in the 
extent of the general validity of the 
conclusions arrived at; the study is of 
special value in that it throws up the 
complexities of the situation and the 
process and problems of village govern¬ 
ment. Prasad has provided an excellent 
model for similar studies in other states 
to understand the working of village 
panchayats there and to evolve suit¬ 
able steps U> make them an effective 
agency of rural reconstruction. The 
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vast number of printing errors are an 
eyesore in this otherwise excellently 
written and produced bo^k, 

PROVIDENT FUNDS 

The institution of provident fund is 
one of the most effective weapons of 
mobiliring and channelling ravings of 
the salaried persons. A critical study of 
provident funds therefore becomes 
significant especially at this juncture 
when the country is facing the twin 
problems of defence and development. 
Provident Funds in India is of special 
significance as even the salaried persons 
who arc contributing their share to the 
provident funds hardly know anything 
about how the funds are invested. 

Intensive Investigation 

The study is based on an intensive 
investigation of the management of 85 
provident funds selected from the 
whole of India on a random sampling 
basis. When the author speaks in terms 
of percentages based on the small num¬ 
ber of only 85 provident funds that he 
has investiaged, those percentages are 
of very little relevance and hardly mat¬ 
ter, And yet setting aside the details, 
some broad conclusions which the 
author has arrived at seem to be valid 
and of significance in a general way. 

Thus, the author feels that there is 
considerable scope for enhancing the 
provident fund savings by scaling down 
the number of temporary and proba¬ 
tionary employees to the barest mini¬ 
mum possible. He also opines that 
there is considerable scope for increas¬ 
ing the magnitude of provident fund 
savings by including dearness aliownce 
in the basic salary for the purpose of 
contribution to the provident fund. 
Also, he feels that no employer should 
be allowed to contribute at a rate lower 
that 8 per cent. This would not only 
augment the savings of the community 
but would also serve better as an 
instrument of social security for emp¬ 
loyees and their families. There is also 
considerable scope for augmenting the 
employees' subscriptions by making 
necessary changes in the rules and regu¬ 
lations which at present do not allow 
voluntary subscriptions at a rate high¬ 
er than the one prescribed. This would 
he welcomed by many, though addi 
tional contributions arc not matched 
by equal contributions by the emplo¬ 
yers. 

As regards investment pattern, the 
author has come to the conclusion that 
some employers keep large amounts 
from the contributions to the provident 
fund idle, presumaly to accommodate 
some of their pressing commitments. 
Obviously this practice is detrimental 
to the interest of subscribers. 

Most of the provident funds credited 


interest around 4 per cent. This is 
regarded as most unsatisfactory by the 
subscribers in view of the 51 per cent 
return even on one*year fixed deposits 
in any reputed commercial bank. As 
market rates of return vary between 
12 and 15 per cent, the provident 
fund schemes are considered unsatis¬ 
factory by the subscribers as a method 
of investment. According to the author 
even some of the provident fund trus¬ 
tees themselves regard the return on 
these funds as unsatisfactory. Statutory 
restrictions on the investment of provi¬ 
dent fund contributions, obsession of 
trustees with safety considerations, 
interference by income-tax authorities, 
disinterested attitude of some of the 
trustees and keeping of large idle balanc¬ 
es are obviously some of the causes of 
the prevailing low returns on provident 
funds. 

Most of the subscribers, accord¬ 
ing to the author, expressed dissatis¬ 
faction over the management of their 
provident funds. According to the subs¬ 
cribers the trustees being very busy 
persons leave the management of 
funds to the clerical staff. Also, lack of 
pecuniary interest of the trustees in the 
management of funds, undemocratic 
management, conservative policies of 
the trustees, neglect of profit considera¬ 
tions and over-emphasis on safety of 
funds, inaccessibility of trustees, diffi¬ 
culties in final withdrawal, delay in the 
deposit of contributions, defective and 
incomplete records, dilatory procedures 
and credit of interest on opening 
balances instead of on closing balances 
are some of the common defects which 
highlight the management of most of 
the provident funds. If proper invest¬ 
ment policy is followed, the author 
feels that a return of 6 per cent 
provident fund balances is easily possi¬ 
ble without in any way impairing the 
safety of the funds. The author has 
made a very good recommendation 
that there should be constituted a Cen¬ 
tral Provident Fund Investment Corpo¬ 
ration on the basis of the Unit Trust of 
India and that that body should be 
entrusted with the management of 
provident funds. 

Defective Management 

The study shows that the manage¬ 
ment of most of the provident funds in 
India is defective as there is a bewilder¬ 
ing variety of provident fund contri¬ 
bution rules and regulations. It is high 
time that the central government 
appointed a high power commission to 
enquire into the management of the 
provident funds in India a with 
view to making it an effective tool of 
social security and finance for the 
country’s needs of defence and develop¬ 
ment. 

Though the author has studied the 


management of only 85 provident 
funds, there is ground to believe that the 
broad conclusions drawn by the author 
appear to have general validity. It 
is surprising how such a subject which 
vitally affects thef interests of millions 
•of persons has for so long remained 
unexplored. Though therefore the 
attempt by Dool Singh to study this 
problem is of a very limited nature, 
the attempt is worthwhile and should 
goad many more researchers in diffe¬ 
rent states to study this problem ex¬ 
haustively, Before initiating new 
schemes of social security for em¬ 
ployees, it is necessary that the existing 
schemes are worked more satisfactorily. 

A PERCEPTIVE DISCUSSION 

Much is being written at present on 
poverty in India, relative as well as 
absolute. This is because though consi¬ 
derable economic progress has been 
achieved, the benefits of development 
have largely bypassed the weaker and 
poorer sections of the community. 
It has come to be realised that economic 
development of the country is not auto¬ 
matically going to solve the problem of 
mass poverty in the country. The pro¬ 
blem of mass poverty remains a stub¬ 
born and persistent problem that 
appears to defy solution. 

The book Challenge of Poverty in 
India is divided into four parts. The 
first part deals with the configuration 
of poverty in the country and an effort 
to determine the poverty line and 
identify the poverty-stricken groups. 
In the very first article Prof. B. N. 
Ganguli has maintained that poverty is 
a great social and moral challenge and 
that poverty as an operational con¬ 
cept in the context of a poor country 
like ours has to be understood care¬ 
fully. He refers to the complexity of its 
causes and consequences. He has point¬ 
ed out that there are pockets of severe 
destitution in nearly every state and to 
eliminate them, all the genius and re¬ 
sources of the nation should be glavan- 
ised into action. 

Sir John Hicks maintains that urban 
poverty should not be neglected and 
that in the coming years the problem 
of urban poverty would become more 
acute as the technologial revolution 
takes deeper roots in the rural economy 
of the country. He also finds that ‘‘land 
to the tiller*’ policy is an inadequate 
solution. He insists that the farmer 
could not be left to himself. Some 
state agency or co-operative effort is 
needed to provide him with the various 
agricultural inputs such as cheap credit, 
seeds, fertilisers and the rest. 

Dr P. D. Ojha’s paper on“The Con¬ 
figuration of Indian Poverty*’ atm$ at 
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focussing attention on the range of 
inequality itt incomes. Instead of merely 
choosing a monetary equivalent for 
distinguishing the rich from the poorer 
classes, Dr Ojha has preferred to use a 
nutritional norm corresponding to 518 
gtns of foodgrains per person per day in 
the rural areas and 432 gms per person 
per day for the urban areas. These 
quantities are chosen in order to provide 
the consumer with a requisite amount 
of calories for sufficient nutrition. Dr 
Ojha’s findings are startling, though not 
new. Of the total rural population, 
about 52 per cent may be considered 
as absolutely poor according to this 
measure and of the total urban popu¬ 
lation about 8 per cent fall in this cate¬ 
gory, the figure for the entire country 
amounting to 190 million- It appears 
that a mere increase in the production 
of foodgrains did not affect the pro¬ 
portion of people below the poverty line. 

Monetary Angle 

E.P.W.da Cosla has approached the 
problem from a monetary angle. Accord¬ 
ing to him, for the year 1962-63 there 
were about 104 million destitute persons 
both in urban and rural areas, compris¬ 
ing 22.7 per cent of the total popula¬ 
tion. He suggests a support programme 
for these destitute people to pull them 
up by providing assistane to them in 
the form of at least one job for 200 or 
more man-days for each household 
per year. 

Dr. B.S. Minhas is deeply critical of 
lhe fourth Plan despite its repeated re¬ 
ferences to K the common man”, “the 
weaker sections” and “the less privileg¬ 
ed”. The fourth Plan is still mainly 
concerned with economic growth and 
offers very few opportunities for help¬ 
ing the truly poor and the destitute. 
He is extremely critical of the rural 
works programmes which never met 
with any significant success. AH these 
articles reveal the massive nature of the 
problem of poverty in India, despite 
all the advances generated by our five 
year Plans. 

The second part of the book exami¬ 
nes the social implications of the pro¬ 
blem of poverty and the obstacles to 
development arising from traditional 
values and institutions. 

Dr Atai has written on “Role of 
Values and Institutions” and Dr P. C. 
Joshi on “The Social Dimensions of 
Poverty”. Poverty is not simply an 
economic phenomenon that can be 
measured only by nutritional deficiency 
or low income. There are important 
social dimensions involved. Joshi finds 
that the power elite is composed of the 
urban educated high caste section of 
society which has created the myth that 
growth must precede the elimination 
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of poverty. The author attributes their 
lack of sensitivity to abject poverty 
to their conditioning by the western 
academic traditions. He believes that 
the welfare of the masses must be plac¬ 
ed in the forefront of our objectives. 
Attempts at elimination of m&ss poverty 
will mean a profound transformation 
of the prevailing social structure. Great¬ 
er opportunities for bringing about an 
equitable sharing of the growing pros- 
prity must be so designed that larger 
flows of purchasing power should accrue 
to the weaker and poorer sections of 
the community. 

The third part of the book is concern¬ 
ed with the improvement of the quality 
of the human potentialities so abun¬ 
dant in developing countries like India. 
Articles in this section deal with the 
problems of mass education, skill for¬ 
mation and health of the people. 

The fourth part outlines a strategy 
for the elimination of mass poverty. 
Lady Hicks and A.D. Moddie have 
given emphasis on the production of 
consumption goods for farmers and the 
provision of various types of production 
goods for their agricultural needs. 
Moddie has also suggested the develop¬ 
ment of growth centres as an important 
measure of effectively linking the village 
with the urban and developed areas in 
the country. He believes that the vast¬ 
ness of the Indian domestic market 
should be exploited more fully by the 
Indian industrialists. 

This is an extremely instructive and 
readable book wherein an attempt has 
been made to reduce mass poveity to 
nieasurcablc terms and identify groups 
of poverty-stricken people in the coun¬ 
try. Another remarkable feature of this 
book is that these perceptive discussions 
deal with the problems of poverty in 
a constructive manner, using essentially 
an interdisciplinary approach and not 
confining to purely economic causes and 
consequences. The reading of this book 
will definitely broaden the understand¬ 
ing of the vast problem of the mass 
poverty in India. 

FASCINATING STUDY 

The World oj Automobiles is an 
extremely fascinating study analysing 
the factors and forces which have 
contributed to the growth of the auto¬ 
mobile industry in the leading coun¬ 
tries of the world : USA, Britain, 
Continental Europe, Australia, and 
Japan. An extremely illuminating chapi¬ 
ter on the development of this industry 
in India has also been added showing 
how the industry is struggling in this 
country against many hurdles. 

There is no doubt that the advent of 
the automobile has ushered in a new 
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revolution in the material well-being 
of the people, a revolution in the realm 
of ideas and values and a revolution in 
family lives and various social instil 
tutions. So great has been the impact 
of this vehicle of communication that 
the present age may well be called “the 
auto age”. The impact of motor vehi¬ 
cles on the emerging nations has also 
not been negligible. The development 
of automobiles has unleashed the 
forces of social and cultural progress 
breaking the barriers of isolation and 
immobility. The automobile can he 
truly said to have generated a new 
outlook and helped in the achievement 
of national integration. 

Staggering Development 

The book gives in outline the stofy 
of the development of automobile in* 
dustry in the USA which is really stag¬ 
gering. General Motors, Ford and 
Chrysler lead the industry in the USA 
and can be rightly described as the 
“Big Three” of the American auto- 
mohiledom with their huge output 
level. If in 1900 the American auto¬ 
mobile industry produced only 4000 
motor vehicles, today its production 
has exceeded 10,000.000 vehicles per 
annum, of which the General Motors 
accounts lor 54 per cent, Ford 26 per 
cent and Chrysler 17 per cent. Scrappage 
alone is now running al over six 
million cars a year ! 

In the USA, the pricing of automo¬ 
biles has certain distinctive features of 
its own. Every car offered for sale 
has the “Manufacturer’s Suggested 
Price” or MSP attached to it. This 
price forms the basis for negotiating the 
actual price. In addition to the list 
price only a part of which the manu¬ 
facturer receives, the MSP includes 
the suggested dealer deliver) and handl¬ 
ing charges and a provision for the 
federal excise tax. The MSP represents 
a complex balancing of many and 
sometimes opposing forces. These 
include the competitive advantages the 
manufacturer believes his new product 
offers in relation to his and other 
earlier models, his estimate of the custo¬ 
mer appeal of new competitive products, 
the price of his competitors, his esti¬ 
mate of change in the cost of product¬ 
ion and his appraisal of the market 
potential. The average rate of return 
during the period of 1955-1969 was 19 
per cent in the case of General Motors, 
J3 per cent in the case of Ford and 
about 10 per cent for Chrysler, in retros¬ 
pect one finds that the automobile 
industry in the USA presents the story 
of a production achievement unparall¬ 
elled in the history of the world. The 
industry produces “a car for every 
purse and every purpose,” 

The history of the British automobile 
industry is only slightly less exciting. 
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Having gone through various ups and 
downs, the industry Jhas become at 
present an important regulator of the 
British economy. Today two prob¬ 
lems loom large before the British 
automobile industry - -keen internat¬ 
ional competition both at home and 
abroad and the growing American 
penetration into domestic market. 

The importance of the automobile 
industry m the British economy is 
borne out by the fact that while there 
was a car for every 22 presons in the 
UK in 1960, now there is a car for 
every five persons. The industry’s 
yearly output amounts to £2,000 million. 
Between 1950 and 1967 there has been 
a sixfold increase in the communitys' 
expenditure on motor vehicles, from 
£214 million in 1950 to £ 1256 million 
in 1967. Its direct contribution to 
government exchequer in the form of 
taxes has increased enormously from 
£ 47.3 million in J956 to £ 402.7 million 
in 1967. The automobile industry plays 
a vital role in the British economy, 
its yearly turnover amounting to £2,01)0 
million constituting about 7 per cent 
of Britain's gross natural product. 
Also, of late the industry has become 
the country’s largest exporter earning 
over £ 1073 million during 1969. 

Vivid Account 

The book also contains a vivid 
account of the development of the 
automobile industry in continental 
Europe. Although continental Europe 
had the destitution of developing the 
first automobile industry in the world, 
at the turn of the century the leadership 
was taken over by the United States. 
The principal factors that shaped the 
course of events in Europe were the 
relatively lower level of living and 
the limited size of the markets, further 
circumscribed by restrictive measures 
adopted by different competing coun¬ 
tries. In consequence, production has 
been characterised by small quantities 
and vehicles noteworthy for their 
individualities and distinctive merits. 
The post-war period has however wit¬ 
nessed the industry emerging in full 
vigour due to, among other reasons, 
factors such as trade agreements and 
zones. 

The development of the automobile 
industry in Japan is “one typical wonder 
story". Having started from scratch 
after the second world war, it has 
now grown into a fully matured in¬ 
dustry, making significant contribution 
to Japan's economy. Japan is now 
second largest automobile producing 
country in the world, next only to the 
USA. All this has been possible be¬ 
cause of the positive policies followed 
by the government. 

The automobile production in Japan 


has increased from a mere 20,367 in 
1948 to 4,674,340 in 1969, an expansion 
of two hundred and thirty times, the 
scene being dominated, among the ele¬ 
ven major automobile manufacturers, 
by Toyota and Nissan, producing 31.5 
and 25 per cent respectively of the total 
car production in 1969. The industry 
has also made a big dent on the world 
market, exports of all types of vehicles 
shooting up from 90.2 thousand in 
1963 to 858.1 thousand in 1969. Plac¬ 
ed eighth in 1958, Japan has risen now 
to the second place', next only to the 
USA. In the field of commercial 
vehicles she surpassed even the USA in 
1967. The proposed capital liberalisa¬ 
tion towards the end of 1971 is however 
likely to change the very contour of 
the Japanese automobile industry. 
Foreign capital is likely to muscle into 
the motor car industry which the Japa¬ 
nese government has so far been pro¬ 
tecting with great care as one of the 
most important strategic industries of 
the nation. 

Stresses and Strains 

The book also contains the descrip¬ 
tion of the development of the auto¬ 
mobile industry in India. All the stress¬ 
es and strains which are usually asso¬ 
ciated with the setting up of such 
an industry in a developing economy 
arc to be found in abundance in India. 
The main constraints on the demand 
side are the very low real per capita 
income of the people and the relatively 
poor state of industry and trade in the 
country. Major problems on the supply 
side are “high costs, continuing foreign 
exchange shortage, the growing techno¬ 
logical gap and similar forces that under¬ 
mine future growth." Import substitu¬ 
tion and increasing indigenisation have 
invariably added to costs and reduced 
the quality of cars. The unrealistic 
tax policy followed by the govern¬ 
ment has further restricted the already 
limited market for motor vehicles. Al¬ 
though the industry has been enjoying 
protection and benefits of collabora¬ 
tion with reputed international corpo¬ 
rations, these basic difficulties continue 
to cast their shadows on the further 
development of this industry in India. 

Though the total annual production 
of the automobile industry in India 
(about 82.1 thousand per year) is even 
less than what is turned out by General 
Motors of USA in a week, nevertheless 
the industry has been making significant 
contribution to the country's economy. 
The gross material input of the industry 
has increased by about 50 per cent dur¬ 
ing the last five years. This in its turn 
has given a spurt to the development 
of engineering and othSr related indus¬ 
tries. The industry's contribution to 
national income has more than doubled 


during the last seven years: from Rs 28 
crores in 1960 to over Rs 60 crores in 
1967, Thus* despite many handicaps 
the automobile industry can rightly be 
proud of its performance. 

The book contains extremely interes¬ 
ting case studies of the world giants 
in the field of automobiles and the tables 
in the appendices give in a glimpse the 
progress of this industry in the major 
countries. The style of narration is 
fascinating and the book is excellently 
produced. The book will please both 
the experts and the general readers. 

CAPITAL FORMATION 

For accelerating economic growth, 
the proportion that capital formation 
constitutes of national product assumes 
great significance. Though it would be 
an oversimplification to regard econo¬ 
mic growth as merely or even mostly 
the function of capital formation, it is 
generally conceded that a higher rate 
of capital formation usually is followed 
by rapid growth in productivity and 
income, though the causal relation 
between the two is rather complex. This 
is because in a developing country lack 
of complementary inputs may acts as a 
deterrent to the adoption of new pro¬ 
duction techniques And >et among 
other constraints underdevelopment is 
often attributed to a low rate of capi¬ 
tal formation, the present level of in¬ 
vestment in most of the developing 
countries being much below “the criti¬ 
cal minimum effort" to rescue these 
economics from the quagmire of po¬ 
verty. Studies in Capital Formation , 
Savings , and Development in a Develop¬ 
ing Economy presents a specturm of 
views on conceptual, methodological, 
analytical and applied aspects of the 
problem of capital formation in a deve¬ 
loping economy. The volume includes 
selected papers contributed at the UGC 
Summer School in Economics held at 
Bhopal, a few articles published in 
Indian and foreign journals and some 
articles specially written for the present 
volume. 

Part one is concerned with the basic 
issues. In this part P. C. Malhotra 
discusses the basic economic varieties 
the neglect of which causes disillusion¬ 
ment about results. He has analysed a 
number of fundamental factors that pro¬ 
mote capital formation in a developing 
economy and also some of the impor¬ 
tant leakages that are likely to result in 
the process of capital formation. 

In part two concerning conceptual 
and theoretical issues, P. R. Brahma- 
nanda examines the various theories 
concerning the mechanism by which 
attempted changes in the rate of capital 
formation are matched by changes in 
the volume of saving. He has presented 



December 3, 1971 


EASTERN ECONOMIST 


1011 


a number of working models and has 
left the issue open. He has also examin¬ 
ed the classical theories of capital 
accumulation and economic develop* 
ment as formulated by thinkers like 
Ricardo, Marx, Cairnes and Sraffa. 
S. G. Tiwari has discussed some of the 
basic concepts and methods of estima¬ 
tion of capital formation and difficul¬ 
ties involved in estimating deprecia¬ 
tion and net capital formation. He has 
emphasised the desirability of obtain¬ 
ing data on expenditure on research, 
health and education which bring about 
improvement in technology and increase 
productivity oflabour. Generally these 
items are excluded while estimating 
capital formation. K. Mukerji discu¬ 
sses the different meanings of the term 
capital and different methods of mea¬ 
suring capital formation in a develop¬ 
ing economy as also various 
limitations of those methods of 
measurement. 

Gold Hoarding 

A. G. Chandavarkar has analysed the 
nature and effects of gold hoardings in 
underdeveloped economies. The author 
does not regard hoards of gold as a 
drag on economic development as there 
has been no absorption of real resources 
through gold hoards under conditions 
of constant stock of gold. He has em¬ 
phasised that the necessity to mobilise 
gold arises only to cover a part of the 
foreign exchange gap and the release of 
gold will not mean a corresponding re¬ 
lease of internal resources for capital 
formation. 

The third part is concerned with the 
estimates of savings and capital forma¬ 
tion. The two articles included in this 
group do not attempt any fresh esti¬ 
mate of capital formation in India but 
only try to modify the previous esti¬ 
mates jn the light of fresh material 
available and refinements in metho¬ 
dology. 

The fourth part contains articles on 
capital formation in the corporate sec¬ 
tor* R. K. Nigam examines the per¬ 
formance of the government corporate 
sector with a view to assessing the extent 
and rate of capital formation in that 
sector. His analysis brings out the fact 
that public sector corporate industrial 
undertakings are playing at present only 
a marginal role in the national eco¬ 
nomy in terms of contribution to net 
national income. K. G. Gupta has exa¬ 
mined the adequacy or otherwise of the 
amount of depreciation as provided in 
annual accounts of companies. 

The fifth part contains two papers 
which analyse the problems of capital 
formation in the agricultural sector. In 
the sixth and last part, there is discus-* 


sion relating to capital formation in 
human resources. Obsession with capi¬ 
tal as a factor in economic growth has 
served to detract attention from the 
importance of capital formation in 
human resources. The articles in this 
part make it clear that the importance 
of the quality oflabour force as a factor 
of economic growth is now emerging as 
a determining factor of economic deve¬ 
lopment. It is now beginning to be real¬ 
ised that skills and eflfective utilisation 
of labour force may in addition to 
physical capital and natural resources 


be a more decisive factor for economic 
expansion thiVn has been hitherto 
assumed. 

Since the rate of saving and capital 
formation is not moving up rapidly in 
India and since the need of the hour 
is the necessity of achieving higher rate 
domestic capital formations, this 
volume presenting an interplay of theo¬ 
retical and applied sides of the pro¬ 
blem and critical analysis of the various 
aspects of the problem of capital 
formation in developing countries is 
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men logical inconsiateijcies in the 
Marxian system both of w ich the 
author has done. One mult remember 
that there is what is called faith beyond 
logic and this faith cannot be fought by 
using the methodology which the author 
has employed in this book. Marxism 
can be fought only by understanding 
Marxism and not by vilifying Marx 
and Marxism in which the author 
seems to exult. 
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And therefore the author, full of 
hatred and aufchoisty for Marx and 
Marxian teachings,,leaves the critical 
reader high and dry. With the author 
anti-Marxism appears to have become 
as much a dogma as Marxism is with file 
communist. No one is therefore lifcefy 
to get any insight into Marxism from 
this book which might however provide 
some cheap entertainment to uncri¬ 
tical readers. 
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extremely welcome. The reedier is cer¬ 
tainly wiser for the reading of this 
comprehensive book on capital forma' 
tion. 

RED RAG 

Marxism has become a dogma with 
many socialists This prevents clear and 
objective study of the teachings of Marx 
by his followers : But it is also equally 
true that Marxism has become a sort of 
red rag to many of the opponents of 
communism who also often fail to ob¬ 
jectively view the strength of Marxian 
teachings. The author of The Marxian 
Mirage belongs to the latter category* 

Satyavrata Patel has stated that he 
has made an attempt in this bpqk to 
critically assess the worth or truth in 
Marxism. But so much criticism has 
already been written and successful 
attempts made to demolish the various 
arguments or theories of Karl Marx that 
the critical reader will find absolutely 
nothing new in the criticism of Marx¬ 
ism by Patel. Thus everyone knows 
that Karl Marx borrowed most of his 
ideas from the classicists and the early 
19th century socialists, that his material¬ 
istic interpretation of history is an ex¬ 
tremely inadequate ?nd one-sided ex¬ 
planation of history and that there are 
many loopholes and logical inconsis¬ 
tencies in his other economic arguj 
ments concering capital and surplus 
value. We also know that a man like 
J. M. Keynes did not think very highly 
of the intellectual abilities of Karl Marx. 
And yet the appeal of Karl Marx is 
true and this is because nothing appeals 
to the hungry so much as bread and 
therefore no amount of criticism of 
Marx on logical ground is going to be 
successful in weaning the vast 
masses of the poor people from Marxian 
socialism. And therefore though the 
author's outburst that “Marxism is a 
superstition, a shoddy belief; it is too 
dogmatic to be a method of study or 
science, too wooly to be a guide to ac¬ 
tion, too quixotic to appeal to reason” 
makes good reading for the opponents 
of Marx, such criticism is not likely to 
weaken the hold of Marxism on the 
masses. 

To demolish Marxism it is not 
enough to abuse Marx or even to show 
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In our little way.. 



we help India 
fiqht its war 

on all fronts 


As India moves towards its goal of all-round develop- essential for the pharmaceuticals, paints, textiles, iron 

ment, we make our contribution. On the food front, and steel and rubber industries. On the export front 

Union Carbide provides pesticides and polyethylene Union Carbide combs the five continents for new 

film which help the farmer reap a bigger,better harvest. markets and its products reach more than SO countries 

On the home front we bring to you a variety of including the U.S.A. These are but some of the seeds 

household articles ranging from batteries and flash- that Union Carbide India Limited has sown to raise the 
lights to colourfuf containers made from our poly- standards of living of the people of India. Yes, in out 

ethylene. We supply raw materials and chemicals little way we help India fight its war on all fronts I ^ 
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Lima Programme of Action 


Thu ministlriai meeting of the Group' 
of "77 M held recently at Lima adopted 
a programme of action for the promo¬ 
tion of economic and social progress 
of developing countries. Besides the 
general policy issues, it covered com¬ 
modity problems and policies, manu¬ 
factures and semi-manufactures, finan¬ 
cial resources for development, invisi¬ 
bles including shipping, and transfer 
of. technology. The Lima conference 
paved the way for discussions at the 
third session of the United Nations 
Conference on Trade and Develop¬ 
ment (UNCTAD) which will be held at 
Santiago (Chile) in April next year. 
For reasons of space, text of only the 
general policy issues of the programme 
of action chalked out at Lima is given 
below: 

Inspired by their Common Desire to : 
Harmonize positions of the developing 
countries on the course of action to be 
undertaken by the international com¬ 
munity in assisting the promotion of 
economic and social progress of deve¬ 
loping countries particularly at the for¬ 
thcoming third session of the United 
Nations Conference on Trade and 
Development, 

International Co-operation 

Devise ways and means for review¬ 
ing the implementation of the policy 
measures already agreed upon and for 
seeking areas of agreement in the dyna¬ 
mic context of the International Deve¬ 
lopment Strategy and evolve new con¬ 
cepts, principles and additional mea¬ 
sures for furthering international co¬ 
operation for development. 

Enable the least developed among the 
developing countries and the land¬ 
locked developing countries to benefit 
fully and equitably from the internation- 
a 1 economic measures. 

Invite the international community 
take urgent action commensurate with 
the development requirements of the 
developing countries to assist them in 
accelerating the pace of their economic 
development and significantly improv¬ 
ing the standard of living of their peo¬ 
ples. 

Strengthen the unity and solidarity 
of the Group of 77 as the mu in instru¬ 
ment for achieving a more rational and 
equitable pattern of international eco¬ 
nomic relations and for increasing the 


self-reliance of developing countries in 
organising their own economic and so¬ 
cial progress thus securing the full eco¬ 
nomic independence of these coun¬ 
tries, 

A 

Reaffirm the principles and objectives 
contained in the Charter of Algiers 
which retains its full relevance and must 
continue to serve on an enduring basis 
as a guide for seeking positive inter¬ 
national co-operation; 

Recognise the basic identity of inte¬ 
rests and problems of the developing 
countries of various regions and the 
paramount importance of maintaining 
and commenting their unity and solida¬ 
rity for defending their common inte¬ 
rests and for securing early and just 
solutions to their problems; 

Affirm that this unity must be based 
on an equitable sharing of rights and 
obligations, and benefits from measures 
of international co-operation for eco¬ 
nomic and social development, by all 
regions and all members of the 
Group of 77; 

B 

Having reviewed the world trade and 
cconomicsituation.andin particular the 
situation of the developing countries, 
and having assessed and critically exa¬ 
mined policies pursued since their First 
Meeting in Algiers in October 1967, bear¬ 
ing in mind t hat the objectives set forth 
in the Charter of Algiers have not been 
achieved except to a minimal extent, 
and having determined their require¬ 
ments in relation to the goals and 
objectives and policy measures of the 
International Development Strat egy 
for the Second United Nations Deve¬ 
lopment Decade. 

Deem it their duty : To invite the 
attention of the international commu¬ 
nity and the peoples and the govern¬ 
ments of the developed countries to 
the following : * 

The standard of living of the hundreds 
of millions of people of the developing 
countries is extremely low and the rais¬ 
ing of their standard ofliving to a level 
consistent with human dignity consti¬ 
tutes a real challenge for international 
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co-operation and contributes to the 
creation of conditions of stability and 
well-being for all humanity; 

In spite 6f an overall improvement in 
the international trade and the world 
economy, as a*whole, the relative posi¬ 
tion of the developing countries conti¬ 
nues to deteriorate; while during the 
1960s the per capita income in develop¬ 
ed countries increased by over $650, 
that in developing countries increased 
only by about $40; their share of world 
trade in exports declined from 21.3 
per cent in 1960 to 17.6 per cent in 
1970; their externaldebt burden is grow¬ 
ing at such an alarming rate that it 
stood at about $60 billion at the end 
of 1969; the financial flows from deve¬ 
loped to developing countries are de¬ 
clining in terms of the percentage of 
the gross national product along with 
their component of official develop¬ 
ment assistance: the technological gap 
between the developed and developing 
countries is steadily widening. 

The present international monetary 
crisis and the intensification of protec¬ 
tionism by developed countries jeopar¬ 
dizes vital trade and development inter¬ 
ests of the developing countries and 
threatens the very basis of international 
economic co-operation at the very 
outset of the Second United Nations 
Development Decade. 

The gap in the standard of living 
between the developed and the develop¬ 
ing countries has widened as a result 
of all these unfavourable trends; since 
their meeting in Algiers in 1967, the 
poor countries have become relatively 
poorer and the rich countries richer. 

C 

Convinced that ; The fundamental 
causes of the low rate of the econo¬ 
mic growth of the developing countries 
are: 

The contradictions inherent in the 
present structure of international eco¬ 
nomic relations based on an anachro¬ 
nistic and irrational international divi¬ 
sion of labour which does not respond 
to the needs of present world economic 
conditions nor contribute to accelerat¬ 
ing the development processes in deve¬ 
loping countries. 

The failure of developed countries to 
adopt trade and monetary policies fully 
responsive to the development needs 
and interests of the developing coun- 
tris and the lack of political will on 
the part of the governments of deve¬ 
loped countries even to fulfil obligations 
and commitments assumed by them so 
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far in UNCTAD and other internation¬ 
al forums. 

The maintenance of certain undesir¬ 
able trends and policies such as the 
armaments race, colonialism, racial 
discrimination, apartheid, occupation 
of the territories of any state, and in a 
general way any dependence whatever 
its forms that would contribute to the 
aggravation of social and economic 
under-dcvelopmen t. 

D 

Notwithstanding the foregoing : Re¬ 
affirm their faith in international co¬ 
operation for development and express 
their belief that the forthcoming third 
session of UNCTAD to be held in San - 
tiago de Chile, in April/May 1972, pro¬ 
vides a fresh opportunity to make a 
collective and determined endeavour to 
correct effectively the adverse situation 
confronting the developing countries. 

Recall that the governments of deve¬ 
loped and developing countries have re¬ 
affirmed, when adopting the Inter¬ 
national Development Strategy for the 
Second United Nations Development 
Decade, their common and unswerving 
resolution to seek a better and more 
effective system of international co¬ 
operation designed to create a more 
just and rational world economic and 
social order whereby the prevailing dis¬ 
parities in the world may be banished 
and prosperity secured for all. 

Believe that I he unified expression of 
shared hopes and aspirations by minis¬ 
ters representing the overwhelming 
majority of mankind should result in 
more positive and longoverdue respons¬ 
es from the international community 
and in particular from the peoples and 
the governments of the developed 
countries. 

E 

Stress : Thai the primary responsibi¬ 
lity for the economic development of 
the developing countries rests upon 
themselves and to that end they are 
determined to make all efforts to solve 
their problems to carry out the necessary 
reforms in their economic and social 
structures, to mobilise fully their basic 
resources and ensure participation of 
their peoples in the process and the 
benefits of development. 

The need to foster mutual co-opera¬ 
tion among developing countries so as 
to contribute to each other’s economic 
and social progress by an effective uti¬ 
lisation of their complementarities 
between their respective resources and 
requirements. 

The imperative necessity for the inter¬ 
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national community to fulfil its obliga¬ 
tion to build a more just international 
social and economic order within a 
time-bound action programme through 
the adoption by the developed countries 
of such favourable economic and 
commercial policies, and through increa¬ 
sed financial support so as to attain 
the goals and objectives set forth in the 
International Development Strategy. 

F 

Reaffirm : The Fundamental role of 
UNCTAD in matters relating to trade 
and development, to review and ap¬ 
praise the progress in the implementat¬ 
ion of the International Development 
Strategy, within its field of competence, 
and to seek new areas of agreement and 
the widening of existing ones as well as 
to evolve new concepts and seek agree¬ 
ment on additional measures as envisag¬ 
ed in the International Development 
Strategy, 

G 

Urge the Internationa / Community : 
use international machinery to 
bring about a rapid transformation of 
the world economic order, particularly 
in the field of trade, finance, shipping, 
invisibles and technology through : 

(a) The achievement of a more 
rational international division 
of labour carried out through 
necessary structural re-adjust¬ 
ments in the economies of de¬ 
veloped countries in order to 
enable developing countries to 
diversify their economies, to 
increase the access of their 
products to the markets of 
developed countries and thus 
accelerate the rate of growth 
of the developing countries. 
For this purpose, developed 
countries should adopt and 
implement specific programmes 
of adjustment, including anti¬ 
cipatory adjustment in their 
production structures. 

(h) The adherence by the develop¬ 
ed countries, to certain basic 
principles in the field of inter¬ 
national trade and development 
such as : 

Observing strictly the standstill in 
regard in to tariff and non-tariff matters; 
according trade concessions to all 
developing countries on a strictly non¬ 
reciprocal basis; and extending to 
developing countries preferential treat¬ 
ment in all trade and development 
matters. 

Every country has the sovereign right 
freely to dispose of its natural resourc¬ 
es in the interests of economic develop¬ 
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ment and well-being of its own people; 
any external, political or economic 
measures or pressure brought to bear 
on the exercise of this right is a flagrant 
violation of the principles of self-deter¬ 
mination of peoples and of non-inter¬ 
vention, as set forth in the United 
Nations Charter and, if pursued, could 
constitute a threat to intentional peace 
and security. 

The implementation by the internat¬ 
ional community of the programme of 
special measures in favour of the least 
developed among the developing coun¬ 
tries as well as the land-locked develop¬ 
ing countries with a view to enabling 
them to benefit fully and equitably from 
the Second United Nations Develop¬ 
ment Decade. 

The responsibility of the international 
community to eliminate any impedi¬ 
ments to the growth and government 
of the developing countries and thus 
contribute to the creation of a world 
economic environment conductive to 
progress, proxSperity and the attain¬ 
ment of collective economic security. 

The full participation of developing 
countries on the basis of equality with 
other members of the international 
community in any prior consultations 
and decision-making in the reform of 
the world trade and monetary system, 
developed countries not making unila¬ 
terally any decsions which directly or 
indirectly affect the social and econo¬ 
mic development of developing coun¬ 
tries. 


The promotion of massive transfer 
of operative technology to developing 
countries on favourable terms and 
conditions in order to contribute to 
their rapid industrialisation; and mak¬ 
ing available to developing countries 
freely and on a non-discriminatory ba¬ 
sis among them all scientific and tech¬ 
nological information relating to their 
development requirements. 

The reservation by the developing 
countries of an increasing and subs¬ 
tantial share in alt invisible operations 
relating to their foreign trade, including 
shipping and insurance. 

The assurance that the developed 
countries, in dealing with the balance 
of payments problems observe the prin¬ 
ciples of international economic co¬ 
operation and fulfil the commitments 
undertaken by them to that end. 

The recognition of the principle by 
the developed countries of the right 
of the developing countries lo dispose 
of marine reasources within limits of 
their national jurisdiction which take 
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duly iutp account the development and 
welfare needs of their peoples; and 
ensure their participation in the subs¬ 
tantive benefit that 111 % derive from the 
international management of the sea¬ 
bed, the ocean floor and the subsoil 
thereof beyond the limits of national 
jurisdiction, giving particular consider¬ 
ation to the needs of the land-locked 
states. 

The recognition of the relationship 
between environmental problems and 
development, and of the need for the 
developed countries in adopting any 
environmental policies and pollution 
control measures to take into account 
the development needs of the develop¬ 
ing countries and to ensure that their 
economies are not adversely affected, 

The utilisation for the promotion of 
economic and social progress of deve¬ 
loping countries of a substantial pro¬ 
portion of the savings from the progres¬ 
sive measures towards general and com¬ 
plete disarmament. 

II 

Propose the adoption of the following 
programme of action : 

Pakt II 

GENERAL POLICY ISSUES 

Impact of the present international 
monetary situation on world trade and 
development, especially of the develop¬ 
ing countries 

/. The present situation and its effects 
on developing countries: 

1. The current international mone¬ 
tary crisis is the result of an imbalance 
among developed market economy 
countries and has severely undermined 
the internutioal monetary system, adver¬ 
sely affecting the international environ¬ 
ment and prospects for trade and deve¬ 
lopment of developing countries. The 
developing countries have fully co¬ 
operated m elTorts to preserve the 
stability of the international monetary 
system. They arc in no way responsible 
for the balance-of-paynienls imbalances 
among developed market economy 
countries. On the contrary, they have 
deliberately refrained from aggravating 
the situation by moving their currency 
reserves. However, they are now being 
made to carry a heavier burden in the 
adjustment processes than the develop¬ 
ed market economy countries, as a 
result of the larger proportion of for¬ 
eign currencies in their reserves. 

2. The restrictions imposed by the 
developed countries on international 
trade, as a result of payment imbalances, 
particularly the 10 per cent surcharge 
imposed by the United States, are pre¬ 
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judicial to the economies of the deve¬ 
loping countries in view of the great 
importance of their exports as a source 
of income and foreign exchange. The 
crisis in the international monetary 
system also threatens to have serious 
effects on the flow of external assistance 
to developing countries, as already 
shown by the recent decision of the 
United States to cut its foreign assis¬ 
tance programme *by 10 per cent. 

3. The present situation could lead 
to a ‘ trade war” among the developed 
market economy countries which will 
have disastrous effects on all countries 
and particularly on developing coun¬ 
tries. 

4. As a general principle, balance-of- 
payments difficulties among developed 
market economy countries should not 
be used as a justification for the adop- 
ion of any measures which restrict the 
trade of developing countries, delay the 
liberalisation of trade by developed 
countries in favour of developing coun¬ 
tries. 

5. The uncertainly surrounding the 
international monetary situation war¬ 
rants immediate and urgent action in 
order to eliminate the adverse conse¬ 
quences it has already created for the 
whole world, especially for the develop¬ 
ing countries. 

6. It is entirely unacceptable that 
vital decisions about the future of the 
international monetary system which 
are of concern to the entire world com¬ 
munity are sought to be taken by a 
limited group of countries outside the 
framework of the International Mone¬ 
tary Fund. 

7. The Board of Governors of the 
International Monetary Fund at its 
meeting in Washington in September 
1971 urged member countries to colla¬ 
borate with the Fund and with each 
other for the purpose of establishing, 
as soon as possible, a satisfactory struc¬ 
ture of exchange rates maintained with¬ 
in appropriate margins for the curren¬ 
cies of members, together with a reduc¬ 
tion of restrictive trade and exchange 
practices and facilitate resumption of 
the orderly conduct of the operations of 
the Fund and requested the Executive 
Directors of the Fund to consider, pre¬ 
pare reports on, and propose any amend¬ 
ments necessary to resolve existing inter¬ 
national monetary problems, including 
all aspects of the international mone¬ 
tary system. This decision, though it 
recommends a reform of the inter¬ 
national monetary system, does not 
refer to special probfems faced by deve¬ 
loping countries, 

8. Any reform of the international 
monetary system must be geared to a 
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more dynamic concept of world trade 
based on a recognition of the emerging 
trade requirements of the developing 
countries. Accordingly, the objectives 
of any future reform of the internation¬ 
al monetary system should be adapted to 
the needs of the international commu¬ 
nity as a whole. The new system must 
create conditions appropriate for a 
continuing expansion of world trade 
taking into account especially the needs 
of the developing countries and facili¬ 
tate, inter alia , the trasfer of additional 
development financing to developing 
countries, in line with the objectives 
and commitments of the International 
Development Strategy. 

9, The member countries of the 
Group of 77 endorse the declaration 
of the Group of 31 developing coun¬ 
tries at the eleventh session of the 
Trade and Development Board on the 
international monetary situation (docu¬ 
ment TD/B/L. 281) as well as resolut¬ 
ion 84(X1) of the Board on internat¬ 
ional monetary problems. 

//. Programme of Action 

10. As a preliminary step all the 
restrictive measures affecting develop¬ 
ing countries, adopted in the context 
of the international monetary crisis 
should be eliminated. Specifically 
the government of the United Stales 
of America is urged to exempt imports 
from all developing countries from 
10 per cent surcharge and to eliminate 
all other measures adversely affecting 
the trade of developing countries. The 
other developed countries are also urg¬ 
ed to refrain from taking any measures 
to restrict trade of developing coun¬ 
tries. Developing countries strongly 
demand that all developed countries 
implement the Generalised System of 
Preferences in favour of developing 
countries in 1971. The government 
of the United States of America is also 
urged to reconsider its decisions to cut 
its foreign aid programme by 10 per 
cent so as to exempt therefrom all the 
member countries of the Group of 77. 

1!. Any contemplated changes in the 
international monetary system must 
take into consideration particularly the 
interests of the developing countries. 
In searching for a solution to the inter¬ 
national monetary crisis, the whole 
international community should fully 
participate in the process of decision¬ 
making, so as to ensure the steady and 
continuous growth of trade and finan¬ 
cial flows, particularly of the develop¬ 
ing countries. In this regard, the role 
and the authority of the International 
Monetary Fund should be re-setablish- 
ed and strengthened in all matters that 
concern the whole international com¬ 
munity, as an effective means of safe- 
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guarding the interests of all countries 
espocialiy of the developing countries* 

12* The following considerations 
and guidelines among others should be 
taken into account in the exploration of 
solutions to the crisis ; 

(0 It is indispensable to the resto¬ 
ration of stability and confi¬ 
dence in the world monetary 
system that a satisfactory struc¬ 
ture of exchange rates main¬ 
tained within narrow margins 
should be established; 

(//) The new system must provied 
a mechanism for creating addit¬ 
ional international liquidity* 
through truly collective interna¬ 
tional action, in line with the 
requirements of an expanding 
world economy and the special 
needs of developing count¬ 
ries, and with such safeguards 
as will ensure that the total 
supply of international liquidity 
is not unduly influenced by the 
balance-of-payment position 
of any single country or group 
of countries; 

(Hi) The creation of a link between 
SDR’s and additional resources 
for financing development sho- 
ould be made an integral part 
of the new international mone¬ 
tary system; 

(7v) The adherence of the deve¬ 
loping countries to a new 
international monetary system 
necessarily presupposes the 
existence of a permanent 
system of guarantee against 
exchange losses affecting the 
reserves of these countries. In 
any case a mechanism should 
be worked out to compensate 
developing countries against 
involuntary losses they have 
si^ffered because of currency 
speculations in certain curren¬ 
cies of developed countries; 

(v) The voting power of the deve¬ 
loping countries in the Inter¬ 
national Monetary Fund 
should be increased by intro¬ 
ducing provisions in the Articles 
of Agreement of the Internat¬ 
ional Monetary Fund in 
order to increase the number 
of votes allocated to these 
countries. 

13. The members of the Group of 
77* with a view to ensuring full partici¬ 
pation of the developing countries in 
searching for a solution to the present 
international monetary crisis and to 
safeguard the interests of the develop¬ 
ing countries* invite the President of 
the Second Ministerial Meeting of the 
Group of 77 to consult with the govern¬ 


ments of the Group of 77 to consider 
the establishment of an Inter-Govern¬ 
mental Group as suggested below. 

14. It is also suggested that the 
Inter-Governmental Group shall, 
inter alia , perform the following fun¬ 
ctions : 

(a) to keep under review the course 
of the international monetary 
situation, to take due cogni¬ 
zance of the studies entrusted 
to the Executive Directors of 
the International Monetary 
Fund at the recent meeting 
of the Board of Governors, and 
to keep the countries members 
of the Group of 77 informed; 

(/>) to evaluate events in the mone¬ 
tary field, as well as any deci¬ 
sions which might be taken by a 
single country or group of 
countries within the framework 
of the International Monetary 
Fund, relating to the interests 
of the developing countries; 

(c) within the field of its compe¬ 
tence, to recommend to the 
' governments of the Group of 
77 co-ordinated positions in 
the III UNCTAD* as well as in 
other forums* and to consider 
any other action as might be 
necessary, including the con¬ 
vening of a World Monetary 
Conference within the frame¬ 
work of the United Nations. 

15. In the implementation of the 
aforesaid provsions, the President of the 
Second Ministerial Meeting of the 
Group of 77 is also asked to inform 
the member governments whether a 
consensus has been reached. If so 
decided, the President of the Second 
Ministerial Meeting shall invite the 
member governments to have the 
Inter-Governmental Group meet as 
soon as possible. 

Composition and Membership of the 
Inter-Governmental Group 

1. The proposed Inter-Governmental 
Group would consist of 15 members of 
Ministerial rank, 5 each from the Afri¬ 
can, Asian and Latin American groups. 

2. One nominee, each representing 
the 15 members of the Inter-Govern¬ 
mental Group and the Executive Dir¬ 
ectors of the IMF representing exclu¬ 
sively the developing countries, would 
act as Deputies to the Group 

3. Any member country of the Group 
of 77, if it so decided, could have the 
right to participate fully in all meanings 
and deliberations of the Inter-Govern¬ 
mental Group, or of its subsidiary or¬ 


gans provided, however, that at least 
equivalent levels of representation were 
made. 

Implementation of the Policy Measures 
within UNCTAD’s Competence 

l. The Ministerial Meeting stressed 
that : 

(а) UNCTAD should be action- 
oriented and its negotiating 
role strengthened. 

(б) UNCTAD should be oriented 
towards the implementation of 
the provisions of the Internat¬ 
ional Development Strategy 
so as to enable it to lay down 
the necessary guidelines for 
future action and for the formu¬ 
lation of principles and polices 
on international trade and relat¬ 
ed problems of economic deve¬ 
lopment. 

(r) The review and appraisal fun¬ 
ctions entrusted by the Inter¬ 
national Development Strategy 
should continue to be vested 
in the Board which may dis¬ 
charge this responsibility thr¬ 
ough the main committees in 
order to promote negotiations 
connected with the search for 
new areas of agreement and 
the extension of existing ones 
within the framework of the 
International Development St¬ 
rategy. 

(d) That such * negotiations first 
and foremost be directed to¬ 
wards enabling governments 
to withdraw the reservations or 
restrictive interpretations which 
are still being applied to many 
of the most important provi¬ 
sions of the Strategy and to 
implement these provisions 
fully and effectively within 
the time-limits specified in the 
Strategy. 

(r) The system of the review of 
the implementation of the 
recommendations of the Con¬ 
ference should be broadened 
so as to take within its stride 
the review and appraisal of 
the objectives and policies of 
DD2 which fall within the 
competence of UNCTAD. 

Reivew, Appraisal and Implementation 
Procedure 

, 2. Greater attention should be given 
in future reviews of implementation of 
the recommendations or the Conference 
to individual country performance, 
both developed and developing, in 
order to assess the progress achieved 
and to highlight the obstacles encoun- 
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tered in the implementation of indivi¬ 
dual measures for this purpose a review! 
appraisal and implementation proce¬ 
dure related to the fulfilment of the 
policy measures of the International 
Development Strategy should be estab¬ 
lished within the following terms of 
reference : 

(a) to carry out an analysis oi the 
measures taken by developed 
countries, of the progress 
made of the difficulties encoun¬ 
tered in the carrying out of the 
policy measures designed to 
assist the developing countries, 
especially the least developed 
among them, taking account 
of the reports and studies made 
by other inter-governmental 
organs; 

{b) to make suggestions for ade¬ 
quate means of overcoming 
those difficulties or accelerating 
progress; 

(o) UNCTAD III should instruct 
the Trade and Development 
Board to define and keep under 
constant review the indicators 
for assessing progress in the 
implementation of policy mea¬ 
sures relating to the matters 
within its sphere of competence. 

3. The process of review and apprai¬ 
sal implies continuing efforts within 
UNCTAD for securing implementation 
of the measures agreed upon within 
the context of the Strategy; reaching 
agreement in more specific terms on 
issues which have not been fully resolv¬ 
ed in the Strategy, to seek new and 
broaden existing areas of agreement 
in the dynamic context of the Strategy. 

4. The Board should meet in a special 
session once in two years, at an appro¬ 
priately high level, to consider the 
detailed reports to be prepared by the 
Secretary-General of UNCTAD on the 
progress made on the application of 
these recommendations. 

5. The sessional committee of the 
Board could be established to formu¬ 
late appropriate recommendations for 
the consideration of the Board. 

Section 11 

THIRD SESSION OF UNCTAD 

6. In accordance with the aims set 
forth in General Assembly resolution 
2725(XXV), the attention of the Unit¬ 
ed Nations Conference on Trade and 
Development should be drawn at its 
third session, in pursuing the funct¬ 
ions falling within the competence and 
its role in the implementation of the 


International Development Strategy 
for the Second United Nations Deve¬ 
lopment Decade in a dynamic concept, 
to the importance of : 

O') Reviewing the progress made 
in and seeking further imple¬ 
mentation of the policy mea- 4 
sures as agreed upon within the 4 
context of the International 
Development Strategy; 

(if) Reaching agreement in more 
specific terms on issues which 
have not been fully resolved in 
the International Develop¬ 
ment Strategy and which have 
an important bearing in its 
implementation; 

(Hi) Seeking new areas of agreement 
and widening existing ones; 

(/V) Evolving new concepts and 
seeking agreement on additional 
measures 

Review of the Institutional Arrange¬ 
ments of UNCTAD 

1. UNCTAD should be action- 
oriented and its negotiating role should 
be strengthened, including technical 
assistance activities. 

2. The review of institutional ar¬ 
rangements of UNCTAD would be 
most appropriate at the third Con¬ 
ference. 

3. In order to strengthen the nego¬ 
tiating role of UNCTAD and give a 
more operational character to its 
recommendations, special efforts 
should be made : 

(«) by the Conference to avail 
itself of the prerogative set 
forth in paragraph 3(e) of 
resolution 1995 (XIX) which 
authorises the Conference *‘to 
initiate action, where appro¬ 
priate, in co-operation within 
the competent organs of the 
United Nations for the nego¬ 
tiation and adoption of multi¬ 
lateral legal instruments in the 
field of trade, with due regard 
to the adequacy of existing 
organs of negotiation and with¬ 
out duplication of their activi¬ 
ties*’; and to that end, prepare 
and submit draft conventions 
and related multilateral legal 
instruments, within its field of 
competence, for the consider¬ 
ation of member governments; 

m 

( b) to utilise the procedures pro¬ 
vided fof in paragraph 25 of 
resolution 1995 (XIX) in cases 


where such procedures ait Jik- 
ely to facilitate on substantive 
matters concerning which it 
seems advisable to make addit¬ 
ional efforts at negotiation in 
order to avoid a vote. 

* 

Other Subsidiary Bodies of the Con¬ 
tinuing Machinery 

(a) The conversion of the Inter- 
Governmentel Group on the 
transfer of technology , after its 
second substantive session, 
into a permanent committee 
of the Board should be consi¬ 
dered; 

(h) The Ministerial Meeting re¬ 
commended that an Inter-Gov¬ 
ernmental Group within UN¬ 
CTAD be set up with a speci¬ 
fied frame of reference, 

Secretary-Genera] 

4. The Secretary-General of UN¬ 
CTAD should be given greater flexibili¬ 
ty to initiate counsuitations between 
states members concerned, at their 
request, or to convene inter-govern¬ 
mental working groups and expert 
groups, whenever any policy of regional 
economic groupings threatens the 
interest of developing countries or 
when there are specific problems that 
may affect developing countries to 
matters of trade and development 
within the competence of UNCTAD. 

5. The Secretary-General of UN¬ 
CTAD, when preparing the docu¬ 
mentary material for items of the 
provisional agenda for the third 
session of the Conference, should in¬ 
clude a report on the institutional 
difficulties hitherto encountered by 
UNCTAD. 

Public Information 

6. Appropriate arrangements should 
be made for promong more effectively 
the objectives and activities of 
UNCTAD to the public opinion of its 
member States. 

Board and Main Committees 

7. The permanent machinery of 
UNCTAD should be made more repre¬ 
sentative of and responsive to the 
membership of the Conference; 

8. The membership of the Board 
should be suitably enlarged to reflect 
the increased membership of the Con¬ 
ference; 

9. The membership of the main 
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committees and other subsidiary organs 
of the Board should likewise be suit¬ 
ably increased and their size be made 
uniform; 

10. The Board, the main committees 
and all other sub$idiary*organs of the 
Board should be open-ended. Non¬ 
members should have all the rights and 
privileges of members except the right 
to vote. In the case of the main com¬ 
mittees or the subsidiary organs, the 
possibility of their being converted into 
committees or subsidiary organs of 
the whole should also be considered; 

The Board should, whenever consi¬ 
dered desirable : 

(a) hold meetings at the minis¬ 
terial level; 

( h ) convene in special session, as 
provided for in the rules of 
procedure and in Board deci¬ 
sion 45 (VII) to consider emer¬ 
gency situations adversely af¬ 
fecting the substantial interests 
of developing countries in inter¬ 
national trade and related prob¬ 
lems of economic development, 

11. The term of reference of the main 
committees and the subsidiary organs 
should be reviewed with the view to 
strengthening their competence and ef¬ 
fectiveness ; 

12. The main committees and subsi¬ 
diary organs oT the Board should ; 

(a) meet normally only twice bet¬ 
ween the conferences, unless 
the interests of the work of the 
organisation require more fre¬ 
quent meetings; 

(h) meet at such appropriate level 
as would enable them to take 
substantive decisions; 

(c*) meet alter intensive preparat¬ 
ions including, wherever neces¬ 
sary, the setting up of expert 
and/or ad hoc working groups. 

Further Evolution in the Institutional 
Arrangements of the UNCTAD 

13. The ministerial meeting took 
note of the recommendations of CE- 
CLA resolution 12/XU/l and a memo¬ 
randum informally calculated by the 
Brazilian delegation, both on the ques¬ 
tions of future institutional arrange¬ 
ments in UNCTAD. 

14. The ministerial meeting consi¬ 
ders the subject-matter of such great 
importance as particular attention is 
drawn to paragraphs 30, 31 and 32 
of General Assembly resolution 1995 
(XIX) on the matter of future institut¬ 
ional arrangements, Moreover, the 
ministerial meeting recalls that after 
the ffrst conference held in Geneva in 
1964, the developing countries then 
known as the Group of 75 jointly dec¬ 
lared that ; 

‘‘Furthermore, the developing 
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countries would stress the need for 
continuing evolution in the insti¬ 
tutional held, leading not merely 
to the progressive strengthening of 
the machinery that is now contem¬ 
plated, but also to the ultimate 
0 emergence of a comprehensive inter¬ 
national trade organisation”. The 
ministerial meeting therefore de¬ 
cides : 

(a) to instruct the Group of 77 in 
Geneva to consider the above 
mentioned documentation: 
( h ) to submit a proposal on the 
points raised in the said docu¬ 
mentation for circulation to 
and comments from govern¬ 
ments of the Group of 77; 

(c) to present to a pre-confercnce 
meeting for the Group of 77 
in Santiago, Chile, a proposal 
which could be submitted upon 
approval by the Ministers of 
the Group of 77 to the third 
Conference. 

Impact of Regional Economic Groupings 
of the Developed Countries on Interna¬ 
tional Trade, including the Trade of De¬ 
veloping Countries 

The regional groups of Africa, Asia 
and Latin America each exprsssed their 
views as follows : 

AFRICAN GROUP 

Regional groupings of developed 
countries should define trade and indus¬ 
trial policies designed to operate in 
favour of trade with all the developing 
countries, in conformity with the 
Charter of Algiers, Part two, paragraph 
E.3. 

In the implementation of such poli¬ 
cies account should be taken of the 
other relevant provisions of the Char¬ 
ter, in particularly Part Two, para¬ 
graph A.2(c) which stipulates that the 
abolition of preferences requires that 
the developed countries grant equiva¬ 
lent advantages to the countries which 
at present enjoy such preferences, and 
paragraph B.l.(g), which provides as 
follows ; The new system of general 
preferences should ensure at least equi¬ 
valent advantages to developing coun¬ 
tries enjoying preferences in certain 
developed countries to enable them to 
suspend their existing preferences on 
manufactures and semi-manufactures. 
From the beginning, revisions should 
be incorporated in the system of general 
preferences, for the developed coun¬ 
tries to redress any adverse situation 
which may arise for these developing 
countries as a consequence of the insti¬ 
tution of the General System of Pre¬ 
ferences”. 

ASIAN GROUP 

Recalling : General Principle Nine 
which states that “ Developed countries 
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participating in regional economic 
groupings should do their utmost to 
ensure that their economic integration 
docs not cause injury to, or otherwise 
adversely affect the expansion of their 
imports from third countries, and, in 
particular, from developing countries, 
cither individually or collectively" 
adopted at UNCTAD I and unani¬ 
mously supported by developing coun¬ 
tries; 

Recalling further that the Charter of 
Algiers declares that : 

“(a) Regional economic groupings 
of developed countries should 
avoid discriminating against 
the exports of developing coun¬ 
tries of manufactures, semi¬ 
manufactures and of primary 
products, particularly tempe¬ 
rate and tropical agricultural 
commodities; 

“(/>) The expansion of these group¬ 
ings .should not increase the in¬ 
cidence of any discrimination; 

“(c) Regional economic groupings 
of developed countries should 
take measures with a view to 
ensuring freer access of the 
exports of developing coun¬ 
tries." 

Noting that the African ministers in 
their meeting at Addis Ababa on Octo¬ 
ber 8-14, 1971 “Reaffirm the principles 
contained in the Charter of Algiers 
which was intended as a frame of 
reference and a guide ribr very long¬ 
term action and to propose the essential 
elements for real and sincere inter¬ 
national co-operation"'. 

Hereby declares : 

J. Developed countries have, in the 
intensification of regional groupings, 
pursued certain policies which have 
adversely affected the trade and deve¬ 
lopment of developing countries. Deve¬ 
loping countries have been urging deve¬ 
loped countries to accord to them no 
less favourable treatment than that 
developed countries accord to each 
other in their regional economic group¬ 
ings, Developing countries believe 
that the regional grouping of deve¬ 
loped countries should foster a rational 
and outward looking industrial and 
trade policies and avoid injury to trad¬ 
ing interests of third parties, including 
third developing countries. The inte¬ 
rests of most Asian developing coun¬ 
tries have not yet been taken care of 
in, the recent trends leading to the 
enlargement of the European integrat¬ 
ion movement. Developed countries 
should undertake concomitant obli¬ 
gations in their regional groupings by 
adopting the following measures : 

(a) A time-bound programme for 
providing adequate and im- 
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proved access for the products 
of all developing countries; 

(b) Mechanisms Jor protecting the 
interests of all developingcoun- 
tries in any process of the en¬ 
largement or intensification of 
their regional groupings; 

(<) A mm-discriminatory policy 
towards all developing coun¬ 
tries in the field to trade and 
keeping in view the principle 
of non-reciprocity; 

(</) In the case of new regional 
groupings and/or the strenglh- 
tiing or enlargement of existing 
ones, they should not create 
any adverse effects on the eco¬ 
nomics of the Asian develop¬ 
ing countries in accordance with 
the principle of * standstill' by 
the international community; 

{e) In their policy of financial assis¬ 
tance they should be governed 
by rational economic consi¬ 
derations in favour of all deve¬ 
loping countries irerspective 
of the region to which they 
belong. 

2. Whenever any policy of regional 
economic groupings of developed coun¬ 
tries threatens the interest of develop¬ 
ing countries, the Secretary-General 
of UNCTAD should convene consul¬ 
tations among interested countries. 

LATIN AMERICAN COUNTRIES 

Regional groupings of developed 
countries in the process of enlargement 
should adopt equitable and outward 
looking industrial and trade policies 
governed by the principles of preferen¬ 
tial non-reciprocal and non-discrimi- 
natory treatment toward all developing 
countries with the purpose of safeguard¬ 
ing the interests of these countries. 

In this respect and bearing in mind 
the possible negative effects which this 
process of enlargement could have in 
international commodity markets of 
vital interest for developing countries, 
developed countries should accede, 
in the cases in which they have not 
done so, to existing international com¬ 
modity agreements. 

Trade Expansion, Economic Co-operation 
and Regional Integration among Deve¬ 
loping Countries 

I. Action by Developing Countries : 

(1) Developing countries should 
intensify current efforts and initiate 
new efforts to negotiate and put into 
effect long-term and meaningful com¬ 
mitments among themselves, within 
the sub-regional, regional, inter-regio¬ 
nal and other frameworks of their 
choice, in order io expand their mutual 
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trade and to extend their economic 
co-operation in other fields. 

(2) Developing countries within 
each sub-region to which they belong 
should as an expression of political 
will take further steps to overcome the 
difficulties that have so far stood in the 
way of trade expansion, economic co¬ 
operation and regional integration 
among them. Specifically, they should 
aim at bringing to fruition within the 
United Nations Second Development 
Decade the plans already agreed upon, 
namely to form where needed single 
multinational organisations in each 
sub-region charged with the task of 
promoting trade expansion, economic 
co-operation and regional integration 
among component states as a preli¬ 
minary and preparatory step towards 
the larger and final goal of trade expan¬ 
sion, economic co-operation, and re¬ 
gional integration among developing 
countries. 

(3) The principle of equivalent con¬ 
cessions should be applied in order to 
enable developing countries, including 
those who conduct a substantial part 
of their foreign trade through public 
and state-owned enterprises, to partici¬ 
pate in regional groupings. 

(4) Developing countries should 
avail themselves of the facility offered 
by Paragraph 6 of the Board's resolut¬ 
ion 53(VfIl) to seek international sup¬ 
port for their concrete schemes in the 
field of trade expansion, economic co¬ 
operation and regional integration. 

(5) Developing countries should 
make further efforts to intensify and 
widen economic co-operation among 
themselves to that end, they should : 

(a) promote and encourage expan¬ 
sion of intra-regional trade 
and establishment of suitable 
payments arrangement among 
themselves; 

(/>) encourage and promote appro¬ 
priate commodity action and, 
particularly the protection of 
the interests of primary produ¬ 
cers of the region through in¬ 
tensive consultations among 
producer countries in order to 
encourage appropriate policies, 
leading to the establishment of 
producers’ associations and 
understandings; 

(c) further the establishment of 
mutually agreed regional, sub¬ 
regional and inter-regional 
preferential trade agreements; 

( d ) undertake steps to further 
liberalise their mutual trade 
including the reduction or eli¬ 
mination of tariff and non¬ 
tariff barriers; 

(e) encourage regional and sub¬ 
regional grouping in which they 
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are members to identify action 
to be taken in relation to the 
research, production, trade 
promotion and marketing of 
commodities; 

(/) promote where mutually agreed 
upon the establishment of as¬ 
sociations and joint marketing 
arrangements among primary 
producing developing coun¬ 
tries with a view to taking con¬ 
certed action in third country 
markets, particularly in deve¬ 
loped country markets; 

(g) render fullest support to in¬ 
dustrial development in the 
countries of the region by opti¬ 
mal use of the resources, in¬ 
cluding technical skill and 
“know-how" available within 
the region; 

( h ) stimulate export production 
and intensity measures for ex¬ 
port promotion in countries of 
the region through mutual re¬ 
gional and sub-regional co¬ 
operation ; 

(/) further plans for mutual mone¬ 
tary co-operation; 

(j) promote mutual consultations 
among countries in the region 
in order to find satisfactory 
solutions to common problems 
relating to shipping and ocean 
freight rates ; 

(*) encourage travel and tourism 
among their nationals by co¬ 
operating in schemes for 
promotion of tourism on a 
joint basis; 

(/) endeavour to widen the number 
of participating countries and 
the product coverage in the 
Trade Negotiations Commit¬ 
tee of developing countries in 
GATT which is open also to 
non-members of GATT and 
in which UNCTAD is fully 
collaborating; 

(m) undertake schemes related 
to the building of transport 
and communication infras¬ 
tructures ; 

(n) promote within a regional and 
sub-regional framework the 
exchange of information and 
consultations among them¬ 
selves in their trade and deve¬ 
lopment policies as well as on 
their objectives with respect 
to economic co-operation so 
as to assist them in determin¬ 
ing their priorities and inhar- 
monising their development 
programmes and trade policies. 

(6) Developing countries should 
devise within the framework of their 
respective regional, sub-regional and 
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inter-regional and organisations ef¬ 
fective formulae for industrial co¬ 
operation in such fields as industrial 
harmonisation and complementation, 
allocation of specific industries, and 
the sharing of benefits from such nat¬ 
ional industries and the ownership 
and control of such industries in ac¬ 
cordance with their national develop¬ 
ment needs. 

(7) Regional and sub-regional 
organisations should take measures 
to provide more favourable treatment 
to the less developed among their 
members. Economic co-operation pro¬ 
vides a suitable framework in which 
to cater for the interests of the least 
developed and land-locked states. In 
such matters as access to the sea, diver¬ 
sification of their economies, including 
the establishment of integrated indus¬ 
tries with strong economic linkages, 
the required range of special measures 
in their favour could be sustained where 
countries belong to the same economic 
grouping; 

(8) Regional Economic Commissions 
and regional and sub-regional group¬ 
ings and their members should give 
high priority to the development and 
utilisation of human resources. They 
should undertake measures towards 
joint utilisation of training facilities 
available in the region and sub-region, 
specially in the scientific and technolo¬ 
gical fields; 

(9) The organisation of regional and 
sub-regional groupings should be 
rationalised in order that administra¬ 
tive and other costs are minimised. 

II. Action by Developed Market Eco¬ 
nomy Countries : 

(1) Developed market economy 
countries, in pursuance of their Dec¬ 
laration of Support contained in the 
Concerted Declaration 23(11) and 
UNCTAD Trade and Development 
Board resolution 53(VIII), should 
expand their bilateral and multilateral, 
financial and technical asistance pro¬ 
grammes for supporting trade expan¬ 
sion co-operation and regional inte¬ 
gration efforts of developing countries. 
They should, in particular, take mea¬ 
sures with a view to facilitating the 
transfer of foreign technology, appro¬ 
priate to the needs of developing coun¬ 
tries under fair and reasonable terms. 
Also, developed countries should ad¬ 
just their aid to developing countries, 
with a view to giving assistance in; 

(а) building the necessary infra¬ 
structure for the expansion of 
intra-regional trade; 

(б) supporting the creation of regi¬ 
onal payment arrangements by 
financing debit balances in such 
schemes; 

(c) compensating the least deve¬ 


loped members of groupings 
for handicaps and/or losses 
they might sustain in co-operat¬ 
ive partnership schemes. 

(2) Developed countries should, for 
the purpose of assessing area origin 

.criteria, under their General System 
of Preferences, permit developing coun¬ 
tries belonging to sub-regional or reg¬ 
ional groupings to adopt the cumu¬ 
lative treatment principle in order to 
enable the members of such groupings 
to derive full benefits from the System; 

(3) Developed countries should 
revail upon those of their firms which 
ave joint ventures, associations or 

fully owned subsidiaries in develop¬ 
ing countries to eliminate all restrictive 
practices which may hamper the growth 
of industry and expansion of trade 
among member countries belonging to 
sub-regional or regional groupings; 

(4) In order to enable the less deve¬ 
loped of the developing countries to 
derive fuller benefits from economic 
co-operation and integration arrange¬ 
ments, assistance should be granted 
by the developed countries to enable 
these countries to fully participate in 
and profit from these arrangements. 
Developed countries, members of 
IMF, should support moves for the 
establishment by the Fund of a spe¬ 
cial facility to enable developing coun¬ 
tries members of regional or sub¬ 
regional groupings to overcome bal- 
ance-of-payments problems arising 
from their trade liberalisation commit¬ 
ments; 

(5) Developed countries should as 
soon as possible take measures for 
further untying of aid to enable procure¬ 
ment from among developing countries 
and other measures tq enable the deve¬ 
loping countries to take the fullest 
advantage of the opportunity for the 
expansion of their -'mutual trade. 
In the context of any measures for 
untying of aid allowances for procure¬ 
ment in developing countries, deve¬ 
loped countries should take steps to 
facilitate the effective participation of 
enterprises of developing countries in 
international bidding; 

(6) The developed countries should 
give greater assistance in the training 
of personnel of economic co-operation 
institutions of developing countries, 
especially those in the field of trade 
expansion. 

III. Action by Socialist Countries oj 
Eastern Europe ; 

(1) The socialist countries of eastern 
Europe, should in accordance with the 
relevant provisions of conference reso¬ 
lution 15(11), raise the priority accorded 
within their individual aid policies and 

C rogrammes of bilateral and multi- 
teral financial and technical assis¬ 


tance to trade expansion, economic 
co-operation and regional integration 
among developing countries. In this 
connexion, particular attention should 
be directed to : 

(a) multinational infrastructure 
and industrial projects; 

(h) technical assistance in areas 
related to trade expansion and 
co-ordinated development acti¬ 
vities, such as co-ordination of 
planning, location of industries 
and use of state trading agen¬ 
cies in support of trade expan¬ 
sion commitments. 

(2) The socialist countries of eastern 
Europe should, with the consent of the 
developing country concerned, take 
steps to multilateralise their payment 
arrangements so as to permit balances 
in their mutual trade to be used for 
financing of trade with any of the 
socialist countries and with regional 
and sub-regional groupings of develop¬ 
ing countries to which that developing 
country belongs as well as to develop 
facilities for effecting payment through 
internationally acceptable banking 
practices in mutually acceptance cur¬ 
rencies. 

(3) Socialist countries of eastern 

Europe should also be requested to 
give direct assistance to economic co¬ 
operation groupings. ^ 

IV. Action by Multilateral Organisat¬ 
ions : 

(1) Regional and srub-regional deve¬ 
lopment banks and other international 
organisations concerned should render 
maximum assistance to developing 
countries in furthering their schemes of 
regional and sub-regional co-operat¬ 
ion. Development banks and other 
international organisations should 
give due priority to the financing and 
furthering of multinational projects 
prepared by developing countries; 

(2) The IMF should consider the 
possibility of establishing a special 
facility to support trade expansion ef¬ 
forts among developing countries mem¬ 
bers of regional or sub-regional group¬ 
ings, in the event that in these coun¬ 
tries there were to be balance of pay¬ 
ments problems; 

(3) Regional and sub-regional deve¬ 
lopment banks as well as the specializ¬ 
ed agencies of the United Nations 
should exchange their information and 
experience in order to contribute bet¬ 
ter to schemes of regional and sub¬ 
regional integration efforts in the deve¬ 
loping countries. 

EXPORT PROMOTION 

Developed countries should : 

1. Together with action for the remo¬ 
val of tariff and non-tariff barriers to 
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trade of developing countries take other 
special measures to promote exports of 
developing countries through provi¬ 
sion of technical aqd financial assis¬ 
tance to developing countries; 

(a) to carry out studies and re¬ 
search including exchange of 
commercial information on a 
continuous basis on the export 
prospects for products from 
developing countries; 

(b) to formulate appropriate sche¬ 
mes for standardisation, pack¬ 
aging, design and quality con 
trol of exports from developing 
countries; 

(c) to organise international trade 
lairs with a view to securing 
increased export opportunities 
for products from developing 
countries; and 

(d) to formulate and implement 
programmes for training of 
executives and experts at all 
levels in the field of trade 
promotion. 

2. Adopt positive measures to estab¬ 
lish national centres for the promotion 
of imports fiom developing countries. 

3. Substantially increase their 
financial and other support to the 
Joint UNCTAD/GATT International 
Trade Centre. 

4. Developed Countries and Inter¬ 
national Organisations concerned 
should land their technical and financial 
support to the work programmes of 
regional and sub-regional trade pro¬ 
motion centres to enable them, in 
co-operation with other agencies, to 
collect and disseminate commercial 
information on a continuing basis, 
and to assist and supplement export 
efforts of developing countries to 
promote trade with developed coun¬ 
tries and among themselves. Where 
necessary, developed countries and 
international organisations concern¬ 
ed should also assist in creating nat¬ 
ional trade centres and associations 
thereof to achieve these objectives. 
Developing countries should co¬ 
operate among themselves in order to 
intensify the export promotion of their 
products in third country markets, 
particularly the developed country 
markets. 

5. UNCTAD, in co-operation with 
UNIDO and 1TC should set up a full 
and co-ordinated programme of tech¬ 
nical assistance in the held of export 
promotion. Moreover, the UNDP 
Special Fund Project on the GSP sho¬ 
uld direct its special attention to the 
needs of the least developed among 
the developing countries. 

6. Regional Trade Promotion Cen¬ 
tres should assist developing countries 
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in actively participating in schemes 
for regional trade and monetary co¬ 
operation to enable these countries to 
take advantage of export opportunities 
resulting from untying of aid. 

7. Special market situation prevail¬ 
ing in developing countries and the 
special needs of the developing coun¬ 
tries for adopting certain export pro¬ 
motion measures,,including export in¬ 
centives as part of their efforts to 
achieve diversification and promotion 
of their exports, should be recognised. 

8. JLn view of the limited financing 
facilities at the disposal of develop¬ 
ing countries, regional development 
banks should assist these countries in 
financing export and re-fmancing ex¬ 
port credits. 

The Impact of Environmental Policies 
on Trade and Development 

The United Nations Conference on 
the Human Environment should adopt 
a positive approach to environmental 
problems in relation to development, 
along the following general lines : 

The relation between environmental 
problems and development should be 
the common concern of all mankind. 
No environmental policy should ad¬ 
versely affect the possibilities for deve¬ 
lopment, either present or future, of 
developing countries. Moreover, no 
environmental policy of the developed 
countries should adversely affect the 
flow, terms and criteria of financial 
assistance to developing countries, nor 
give rise to new types of unfavourable 
conditions in their international trade, 
nor create additional obstacles such as 
new non-tarrif measures, nor obstruct 
any efforts towards the sustained econo¬ 
mic development of developing coun¬ 
tries. All environmental measures 
already imposed by developed coun¬ 
tries obstructing the trade of develop¬ 
ing countries should be removed imme¬ 
diately. The environmental policies of 
the developed countries should facili¬ 
tate, as far as possible, the develop¬ 
ment of developing countries. 

Economic Effects of the Closure of the 
Suez Canal 

The Ministerial Meeting : 

J. Supports firmly the current ef¬ 
forts taking place within the framework 
of the United Nations and the Orga¬ 
nisation of African Unity aiming at the 
opening of the Suez Canal in accord¬ 
ance with the United Nations Security 
Council Resolution 242 (1967). 

2. Requests the inclusion of the 
economic effects of the closure of the 
Suez Canal as an item on the agenda 
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of the UNCTAD III to be held ifc 
Santiago (Apri 1-May 1972). 

Marine Resources 

The Ministerial Meeting decided ; 

1. To affirm as a common aim of the 
Group of 77 recognition by the inter¬ 
national community that coastal states 
have the right to protect and exploit 
the resources of the sea adjacent to 
their coasts and of the soil and subsoil 
thereof, within their limits of national 
jurisdiction and which take due account 
of the development and welfare needs 
of their peoples. 

2. To support among the measures 
designed to permit the mobilisation of 
the internal resources of the coastal 
developing countries, these which fav¬ 
our the full disposal of the resources 
existing in the seas adjacent to their 
coasts, within the limits of their nat¬ 
ional jurisdiction, in order that it may 
contribute to foster their economic 
and social development and to stop 
the drain of capital required for accclc- 
lerating their progress. 

3. It is urgently necessary to find 
within the framework ol the United 
Nations resolution 2750-C(XXV) juri¬ 
dical solutions which will end the pre¬ 
sent conflicts on the limits of national 
jurisdictional taking into account the 
interests of the developing countries. 

4. To reaffirm also the principle 
that the area of the sea-bed and the 
subsoil thereof beyond the limits of 
national jurisdiction, as well as the 
resources of that area, are the common 
heritage of mankind and should be 
managed by a regime which will enable 
the peoples of all states to enjoy the 
substantive benefits that may be deriv¬ 
ed therefrom, with due regards for the 
special interests and needs of both 
coastal and land-locked developing 
countries. 

5. To support the understanding 
that, in establishing the provisions for 
the management of the said area, ap¬ 
propriate measures should be taken to 
foster the healthy development of the 
world economy and balanced growth of 
international trade and to minimise 
any adverse economic effect caused by 
the fluctuation of prices of raw mate¬ 
rials resulting from such activities, 

6. To maintain periodical consultat¬ 
ions among the states members of the 
Group of 77 concerning the exploita¬ 
tion of the marine resources within and 
beyond the limits of national jurisdict¬ 
ion; in view of co-ordinating positions 
which may be of common mt crest to 
the developing countries. 
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J 0 I BANG LA 

! In Tike long and laborious life of the human race as many nation states have beau 
i born In the blood, toil, tears and sweat of the masses us have been erased from 
> the pages of history in similar anguish or agony. It is therefore not pity or even 
sympathy which the people of Bangla Dcsh seek or need from us even after all 
the sadness, sorrow or suffering they have gone through in their Liberation struggle. 
These proud people, right here and now, are there only to be admired, respected 
and, above all, co-operated with in planting their hard-won sovereignty and their 
new-found freedom firmly on the golden soil of the land for which they have paid 
so hig h a price in the lives of their men. women and children, the ruin of their 
devastated towns and villages and the desolation of their desecrated homes. 

We, the people of India, have already shown these relevant sentiments in 
abundant measure, not least by our government promptly recognising Bangla 
Desh as a sovereign and independent state and a member, in its own right, of the 
international community. There, however, stilt remains much for us to do And Of 
these tasks the most urgent obviously is the quick completion of our military opera¬ 
tions for ending the presence of Pakistan’s occupation forces now fighting their last 
desperate battles in a country they must soon quit. After the Liberation must 
come the labours of the physical reconstruction of agriculture, industry and com¬ 
merce and even the very business of day-to-day living in the ravaged land of 
Bangla Desh. Simultaneously, the people of this land and their leaders together 
must rediscover their emotional moorings so savagely shattered by history’s most 
atrocious display of man’s inhumanity to man so that the new state may be able to 

? >lan its political and economic future with a clear vision and robust self-confidence, 
n all this the people of India and their government may be depended upon to give 
vof their truest and their best so that the infant state may benefit from then 1 experi¬ 
ence no less than from their resources. 

Thanks to the circumstances of its birth Bangla Desh must necessarily rely 
on India in the first instance For getting started on the road to self-sustaining viabi¬ 
lity. The government and the people of India do realise this and are willing to 
exert themselves in co-operating with the new state. At the same time, it is only 
too obvious that India cannot by itself provide all the political support and econo¬ 
mic assistance that Bangla Desh pressing needs. In particular, it is highly im¬ 
portant that the various countries which are persuaded of the justice of the cause of 
Bangla Desh should not further delay recognising the new state and its government. 
Where the national governments concerned are reluctant or h&itant, for reasons 
of their own, to take this step, the peoples concerned, we hope, will demonstrate 
their own sentiments and views in no uncertain manner so that their ruling politi¬ 
cians will find it impossible not to do their duty as much by their own citizens as by 
the people of Bangla Desh. 

Bhutan has promptly recognised Bangla Desh and the people of India are 
naturally waiting eagerly for similar response from other countries, particularly 
the Soviet Union, It is evident that only when enough governments have 
recognised Bangla Desh that the legality of the new state could be enforced effec¬ 
tively in the International context and a halt called for so much that is so unrealis¬ 
tic in the proceedings of the United Nations which are being so cynically manipu¬ 
lated by the opportunist and unscrupulous diplomacy of the present Administra¬ 
tion in the United States or of the men who rule China today, A people « 
supposed to get the government it deserves. This could be sad indeed in some 
circ umstances . But it becomes sadder still when a country gets a government that 
it does not deserve and it is the misfortune of the great American people, with their 
liberal and humanitarian traditions, that some very small and mean men, who arc 
without any understanding of or pride in their national heritage, should now be in 
a position to speak or act in the name of that country in matters which so deeply 
involve the place of the United States in the chronicles of human civilisation. The 
very fact that the Nixon Administration, in an unholy collusion with the Maoist 
chiefs of Peking, seems determined to impose its tyrannical Will on the international 
co mm unity in order to block; the universal recognition of Bangla Desh* should how¬ 
ever act as a catalyst and awaken the impulses and forces of nations, big or small, 
so that they can assert their Own sense of justice or fairpbty and register their voice 
and verdict in favour of seventy-five million human beings who only ask to be left 
free to order their own affairs, The shout of Voi Bangla’ which has gone up 
from millions of throats intbe last few days is not a boast and « no longer even a 
demand. It is a simpteaftnnative of a people’s decision to be masters of them¬ 
selves, Washington and Peking must listen to it, if not today, tomorrow; for nei- 
t| the* of them is there any choice. 
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Crippling Effects of Credit Constraints 


A careful stud)* of the credit policy 
fpr the latest (1971-72) busy season,- 1 
the explanations available thereon from 
official spokesmen, the reactions thereto 
of oty&nfctd trade and industry and 
the detailed discussions about them 
held between the Chairman of the In¬ 
dian Banks* Association (fftA) and the 
Committee of the Indian Merchants* 
Chamber, Bombay (IMC), recently 
must convince any one of two things 
one that the total credit being made 
available falls far short of the total 
requirements of credit of trade and in¬ 
dustry and, two, that, at the same time, 
there are compelling circumstances at 
present that impose a really severe limi- 
(ation on credit expansion by the banks. 

In a situation such as this, superimpo¬ 
sed upon wfaicri is the imperative neces¬ 
sity to give amomemtum to the woeful¬ 
ly sluggish growth in industrial produc¬ 
tion (according to the union Minister 
for Industrial Development himself, the 
rate of growth in the first half ot the 
current fiscal year was not more than 
1.8 per cent, compared to 4 S per cent 
for the corresponding period ol 1970-71 
and 8.0 per cent as per the fourth Plan 
target), it is a moot point whether the 
organised sections of trade and in¬ 
dustry can say they feel relieved by such 
explanations as that theae difficulties 
are being felt, because banks are now 
trying to distribute available credit 
facilities fairly and equitably for all 
productive purposes, whether in the 
large sector or in the small sector and 
are also adopting stricter standards 
of assessment. 

The fact is that there is fair and 
equitable as also adequate dis¬ 
tribution of credit to priority sectors 
only; the others have to take their 
chance, subjecting themselves to 
all ihe stricter standards. Further, the 
same stricter standards as are adopted 
in respect of credit-seekers in the non¬ 
priority sectors, particularly the larger 
business houses, arc not made appli¬ 
cable to those in the priority sectors, 

Perhaps this is inevitable in the pre¬ 
sent politico-socio-economic set-up of 
things ar any rate as long as the present 
shortage of savings is not remedied by 
more determined efforts at mobilising 
greater savings. It is a tell-tale commen¬ 
tary on the state of savings in our count¬ 
ry that, despite all the progress made 
by banks and despite nationalisation of 
14 commercial bjtoks, the percentage 
of deposits to national income in India 
is still below those of not only developed 
countries like Japan (67 per cent) and 


West Germany (40 per cent) but evdti 
small developing countries like Ceylon 
(20 per cent). 

No one denies that the overall eco¬ 
nomic situation* especially in the con¬ 
text of the refugee problem created by 
Bangla Pcsh, warrants a cautious ap¬ 
proach it inflationary pressures in the 
economy are not to be aggravated. 
The high level of deficit financing tills 
year—Rs 400 crores —- will easily take 
the total of deficit financing during the 
first three years of the fourth Plan alone 
to above the level of Rs 850 crores fixed 
lor the whole five-year duration of the 
Plan period, and this certainly warrants 
caution as regards credit expansion. 

But the Reserve Bank spokesmen as 
well as the Chairman of the Indian 
Banks' Association stand committed to 
the view that all possible assistance 
would be provided to sustain produc¬ 
tion and distribution, although this 
>vas cleverly qualified by one of the 
Deputy Governors of the Reserve Bank 
by the use of the expression “maximum 
alignment between credit availability 
ana credit needs of additional produc¬ 
tion’*, And “all possible assistance” 
or “maximum alignment” in effect mean 
what would be left out of the estimated 
credit expansion of Rs 480-500 crores 
during the current busy season minus 
what the priority sectors require, but 
subject to total borrowings from the 
Reserve Bank by commercial banks at 
the end of April, 1972, not exceeding 
Rs 191 crores. The Reserve Bank seems 
to be satisfied that the resources of the 
banking system ate adequate to meet all 
the credit requirements as above “allow¬ 
ing for the necessary provision for meet¬ 
ing the statutory requirements and 
taking into account the refinance en¬ 
titlements at the Bank Rate or below”. 

It is with whatever credit becomes 
available within this well-defined but 
narrow compass and the framework of 
selective credit controls subject to 
necessary adjustments having regard 
to the supply and price situation in res¬ 
pect ot sensitive commodities, then, 
that the organised sectors of trade and 
industry would have to make do for all 
their credit requirements. And that 
means that business and industry would 
have to continue to grow under the 
impact of shortfall in supply against 
the growing demand for credit Cent* 
rary to the impression in certain quar¬ 
ters, there has been a steady decline in 
the percentage share of bank credit to 
business and industry ouf of total bank 
credit. From 72,7 per cent in June, 


nm, 

tent m 
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—..1970, and to 66 per cent 

in March, 1971, fiitfepugh, ij» glmims 
tenfns, bank credit to organised In¬ 
dustry and trade during the year added 
March, 1971,1$ estimated to have In¬ 
creased by Rs 224 crores. In the later 
case, it should be remembered, no ad¬ 
justment is made to offset the effect of 
the progressively rising price invmiJ * 


In view of this, two points made by 
the spokesmen of organised trade and 
industry become pertinent and deserve 
to be taken note of by the powers-thaf- 
be. First, in deciding upon the alloca¬ 
tion of bank- credit between different 
sectors, these spokesmen rightly argue, 
an important factor should be the ex¬ 
tent to which credit fs productively 
utilised. Secondly come the inexcusable 
apd often inordinate delays in clear¬ 
ings and collections by hanks. The 
hardships and inconvenience and even 
financial losses resulting from these de¬ 
lays lead to avoidable locking up of 
funds, loss of interest and dislocation 
of industrial and trading activities. This 
is not disputed by the banks either, be¬ 
cause a former Deputy Governor of the 
Reserve Bank (and now Chairman of 
the Indian Banks’ Association) himself 
felt the need to assure the spokesman of 
trade and industry that the IBA would 
undertake a detailed study of the pro¬ 
cedures in banks to remove delays in 
clearing and collections. 


It is not clear as to what criteria the 
banks follow to make sure that any 
credit given by them is used productively 
or otherwise, but ascertaining this is 
not half so important as ascertaining the 
extent to which production is allowed 
to languish, let alone being discouraged 
to expand. In other words, organised 
trade and industry is more concerned 
today than ever oefore that lack of cre¬ 
dit should be the sole factor responsible 
for declining production. More than 
one leader of industry has actually pin¬ 
pointed this handicap as die main vil¬ 
lain of the piece. Has the Reserve 
Bank or any commercial bank taken the 
trouble to verify this open charge and 
disprove it? Without doing-so, it is 
not open to them to claim that credit 
is not denied for any productive use. 
Starving of credit to meet production 
needs at least up to installed capacity, 
especially of consumer goods, cannot be 
justified (as it is sometimes sought to he 
done) even if there is some delay in 
repayment of past loans in an acutely 
inflationary situation such as the one we 
have been passing through today. 


Delays caused by banks arise in a 
number of ways, such as delay in sanc¬ 
tioning loans, delay in realisatioft of 
sale proceeds due to the method adopted 
in dealing with outstanding bills, delay 
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in despatch of drafts drawn on various 
parties, delay in respect of bills dis¬ 
counted, delay in the clearance of che¬ 
ques drawn on even ^ranches of the 
same bank, delay in presentation of ex¬ 
port documents payable at sight by 
foreign buyers, and late clearance of 
uncountry cheques, among others. 
The committee of the Indian Merchants' 
Chamber, Bombay, has done well in 

P resenting a detailed memorandum on 
ow these delays hinder business and 
retard production. 

For whatever reason it may be, there 
seems to be a disposition to equate 
credit to trade practically as credit for 
speculative purposes. No responsible 
trader or industrialist objects to restrict¬ 
ing or banning of credit for solely 
speculative purposes, but all trade surely 


is not speculation. There should be no 
attempt, therefore, to took upon ail 
credit to trade as likely to encourage 
speculative activities. It is trade which 
ensures the flow of inventories to in¬ 
dustry. The Reserve Bank Governoi 
himself has gone on record, in the case 
of oils and oilseeds, for instance, that 
there should be adequate provision for 
normal purchasing, marketing and 
stocking of grains where production 
has increased significantly. Unless 
trade is able to function properly 
through availability of adequate credit, 
as the IMC memorandum has done 
well to point out, it may not be possible 
to create a satisfactory functioning of 
both industry and agriculture, particu¬ 
larly of agro-based industries in the rural 
areas on which the authorities them¬ 
selves happen to be so keen. 


other principles enunciated in the judg¬ 
ment is imperative to enable the m* 


The Court and the Car 


The Supreme Court's judgment on 
car prices seems to have caused some 
embarassment to the government of 
India but it is difficult to see 
how the automobile industry can be 
developed rapidly without observ¬ 
ing some of the basic principles laid 
down by the court. The government’s 
policies in the past have been respon¬ 
sible to no small extent to the stifling 
of this industry which plays a vital role 
in the country’s development and de¬ 
fence. The industry has more than 
doubled its contribution to the national 
tncome from Rs 28 crores in 1960 to 
over Rs 60 crores in 1967. It is estimated 
to have generated employment of about 
6 million in 1970 compared to 2 5 mil¬ 
lion in 1959. The exchequer also has 
greatly benefited from the industry, 
the revenue from road transport hay¬ 
ing gone up from Rs 474 million in 
1950-51 to Rs 5374 million in 1968-69. 
The industry would have played an 
even more significant part in develop¬ 
ing the economy if the government 
had adopted a positive approach to 
its problems and actively encouraged 
it to expand. 

To what extent the automobile in¬ 
dustry’s progress has been hindered will 
be clear from the fact that the produc¬ 
tion of various types of motor vehicles 
remained practically stagnant between 
1966 and 1969. The total production 
ym 71.000 in 1966, 68,600 in 1967, 
77,900 in 1968 and 75,700 in 1969. In 
1970 there was an increase to 82,200, 
mainly in jeeps and commercial ve¬ 
hicles. The production of cars (indue 
tag Station wagons) was 35,200 in 1970 
against practically the same figure os 
ill 1969s ft is significant to note that 
• m. have not yet toadied the target 
of production fixed even for urn 
Third’Flan*. which was 1,00,000 com* “ 


pared to the second Plan’s target 
of 57,000. The target for the fourth 
Rian is 1,75,000, made up of 85,000 
commercial vehicles, 75,000 cars and 
IS,000 jeeps. 

It is in this background that we have 
to examine the Supreme Court’s judg¬ 
ment. The major points laid down by 
the court are that the industry is en¬ 
titled to a rate of return of 16 per cent 
on investment, that depreciation should 
be based on actual cost rather than re¬ 
placement value, that the minimum 
bonus which is compulsory can be in¬ 
cluded in costs, and that the prices, re¬ 
commended by the Car Prices Commis¬ 
sion, should be suitably modified on the 
basis of the above criteria and brought 
up-to-date by permitting variations in 
the cost of production since July 1970. 
The court has said that capacity uti¬ 
lisation of a manufacturing unit should 
be one of the pertinent factors in deter¬ 
mining a fair price. Further, the court 
has expressed the view that a rise or 
fall in costs should be reflected in cont¬ 
rolled prices and that the prices should 
be reviewed every six months. 

The implementation of these and the 


mont is imperative to enable toe in¬ 
dustry to achieve viability, increase pro¬ 
duction, and improve quality. The an¬ 
xiety of government and Parliament to 
bring car prices down is understandable. 
But, can this be brought about without 
a reduction and rationalisation of taxa¬ 
tion as well as by a higher volume of 
production? The government has con¬ 
sistently turned down the industry’s plea* 
for lowering the tax burden and is un¬ 
likely to consider it Favourably now, 
or in the near future, in view o( the 
critical position of the economy and the 
exchequer. Table I, compiled by the 
Department of Economic and Market 
Research of Hindustan Motors, shows 
to what extent government levies have 
contributed to higher prices. 

Neither the take-over of the car units 
nor a public sector venture into car 
manufacture will help the consumer so 
long as the government's economic poli¬ 
cies — and the policy towards the auto¬ 
mobile industry in particular do not 
become more practical and positive. 
The spectacular growth of the automo¬ 
bile industry in Japan, West Germany 
and other countries has been largely 
due to the considerable and consistent 
support given by their governments in 
many forms such as generous credit, 
tax concessions, and facilities of foreign 
exchange. On the other hand, in Indta, 
official assistance to the growth of the 
automobile industry has been niggardly 
and half-hearted. It'has been pointed 
oat that, in terms of total automobile 
production, India lags behind the USA 
by about sixty years and the UK by fifty 
years. The total annual production of 
automobiles in our country is estimated 
to be oven less than what General 
Motors of the USA produce in one 
week! And, if New Delhi fails to de¬ 
velop the industry in a dynamic way, 
the automobile gap between India and 
the advanced countries wilt continue to 
widen instead of being uarrowed. 

In this context, Table II on page 
1070 will be relevant 

In the coui&c of the Lok Sabha de¬ 
bate on the Supreme Court's judgment. 


Table I 

FACTORS CONTRIBUTING TO INCREASE IN CAR PRICES IN INDIA 
DURING THE LAST DECADE 

Due to 


Make 

Govt levy 
(Customs, 
excise duty 
A sales tax) 

• Devaluation 
& ocean 
freight 

Import 
substitution 
& tyre 
prices 

Total 

Ambassador 

77.1 

16.5 

6.4 

iooTo 

Fiat 

69.7 

22.0 

8,3 

100.0 

Herald 

73.0 

20.2 

6.8 

100.0 
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the Minister of Industrial Development 
as well as some members, commented 
adversely on the quality of the indigen¬ 
ous car, But, ianot the government it¬ 
self largely responsible tor pi eventing 
the Industry from making energetic and 
continuous effom to improve duality? , 
For example, during the period ol the 
third five-year Plan the industry was 

Taiua ii 

NUMBER OF VEHICLES PRODUCED 
PER FIRM IN SELECTED COUN¬ 
TRIES (HAVING SHARE OF 
OVER 90 PER CENT OF TOTA1 
PRODUCTION, 1969) 


Co^Ma No. of Share of Average 
firms of units 

production per firm 


USA 3 

Italy 3 

France 4 

W. Germain fi 

UK ' A 

Japan 7 

India 4 


92. V 

3.161,000 

93 6 

498,000 

97.3 

598,000 

93.6 

563,000 

99.2 

542,000 

91.0 

610.000 

91 2 

17,000 


allotted only Rs 150 awes of foreign 
exchange against its requirements of 
Rs 215 crores —Rs 40 crores on capital 
account and Rs 175 crores for mainte¬ 
nance. fn the subsequent years also 
the allotment of foreign exchange at 
the rate of Rs 30 ci ores per annum was 
most meagre. Is it surprising then 
(hat, coupled with heavy taxation and 
the high costs of production, quality 
has not received as much attention as 
it should? 

It is however worth noting that the 
toreign demand for Indian auto parts 
has sharply increased in recent years. 
In 1970-71 India exported automobile 
parts valued at over Rs 20 crores. These 
exports were made to over vsixty count¬ 
ries. The importers included not only the 
developing countries but also the UK, 
the USA, and West Germany. Indian 
jeeps wd comrne cial vehicles have also 
been selling successfully in Yug Javiu 
and other countries of Europe. 

In the context of oui automobile in¬ 
ti usiiy's perjormrmce, despite many 
severe detonents, Mr Moinul Huq 
Chaudhury's description in the Lok 
Sabha of the plant ol Hindustan Motors 
as k junk* was unfortunate and even irics- 
ponsible Has Mr Chaudhury ever 
visited theliuloiy of Hindustan Motois. 
the largest manufacturer ot cars in 
our counay. m has his ministry imdc 
an ovalvtation ot us plunl‘> This and 
some other statemenis made by Mr 
Chattdhuiy in the tourse of the Lok 
Sabha discussion betray ministerial 
ignorance about the realities of our 
automobile induMiv, 

It thegoxciumcm ot India is keen to 


stimulate the growth of the automobile 
industry and if it is genuinely concerned 
with the high prices and poor quality 
of the cars produced in our country* 
it should realistically revise its policies 
towards this industry. The existing* 
manufacturers should be not merely 
permitted but actively encouiagcd to 
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expand and achieve the economies of 
scale. Th<? government’s anxiety 
should be not how to get over the Sup¬ 
reme Court's judgment hut bow to give 
a big impetus *to «he automobile in¬ 
dustry whose growth all these years figs 
been deliberately stunted by miscon¬ 
ceived policies 


New Pressures on Honey Market 


An iNiinm different situation may 
develop in the money market m the 
first quartei oi 1972 on account of a 
direct conflict with Pakistan and the 
prospects of bumper food crops being 
again harvested besides big cotton and 
jute crops and larger availability of 
oilseeds. 1 he J 971 *72 agricultural sea¬ 
son may well witness an all-round im¬ 
provement and it will perhaps be possi¬ 
ble to discern signs of a break-through 
on the casli crop front as well. It is 
difficult to say whether the bumper out¬ 
put of raw jute is due to favourable 
weather conditions or rhe situa¬ 
tion has got confused as a result of 
large arrivals from Bangla Des>h. But 
judging from the «liarp decline in prices 
foi the golden fibre in Bihar and else¬ 
where, where, large stocks are lying 
unsold, the output of the new crop may 
well be 80 iakn bales. Likewise, the 
developments in the raw cotton mar¬ 
kets in several parts of the country in 
recent weeks arc completely different 
from those of the last quarter of 1970 
and it has been announced by the Mi¬ 
nister of Foreign Trade, Mr L.N, 
Mishra, that the Colton Corporation of 
Tndia has been directed to effect pur¬ 
chases on a large scale in Punjab, Gu¬ 
jarat and other states to prevent dist¬ 
ress selling. The Maharashtra govern¬ 
ment also has stated that the co-opo- 
rative marketing societies would be 
helped to effect targe purchases of cotton 
for assuring fair prices to the grower. 

There has also been a persistent dec¬ 
line in prices for oilseeds, particularly 
for groundnut, in spite of trade esti¬ 
mates that the yield ol the new crop 
may even be lightly lower in the current 
season than in 1970-71 ft is quite likely 
that the absence of usual buying by 
traders in Punjab and West Bengal 
due to the troubled situation in these 
areas has been responsible for oil prices 
being now lower by over 20 per cent 
as computed to the levels recorded in 
December fist year. However, other 
seeds and edible oils also are quoting 
lower, indicating that there has been a 
distinct improvement in general avail¬ 
ability, Only in respect of sugarcane u 
is reported that there has been a shrin¬ 
kage in acreage by 5 per cent. Even here 
there ntay not be a corresponding decline 
in the weight of the crop, if the expert* 
cnce of Tamil Nadu and other states is 


any guide. There may not even be 4 net 
decline in yield in terras of gur though 
there is a feeling in sugar industry cir¬ 
cles that there may not be availability 
of cane to the factories on the scale of 
the 1970-71 crushing season and the 
output of sugar may be lower at 35-36 
lakh tonnes. 

The union Minister of State for Agri¬ 
culture, Mr A.P. Shindc, has again 
slated that there will be an output 
of foodgrains well over 108 million 
tonnes. As the rabi crops are reported 
to be in good condition, it is*even ex¬ 
pected that total production will be 
around 110 million tonnes, which will 
constitute a new record. 

The larger output of cash crops, with 
the exception of sugarcane, and a new 
record pertaining to foodgrains should 
be helpful in reversing the upward trend 
in wholesale prices and bringing down 
also the cost of living to a certain extent. 
In the past year and more there has 
been a skyrocketing of cotton and oil¬ 
seed prices while jute was quoting at 
fairly high levels early this year. The 
conditions now prevailing in the diffe¬ 
rent markets are, however, vastly diffe¬ 
rent and some new problems have 
also arisen because of the troubled 
situation in the border states, large 
imports of jute from Bangla Desh, 
the inability of the cotton textile 
and jute mills to find the required 
financial resources for holding larger 
stocks and restrictions imposed by the 
Reserve Bank regarding credit limits 
and the quantum of stocks tligt can be 
held by cotton mills. While there will 
have 10 be appropriate changes in cre¬ 
dit policies, there may well have to be 
expansion of credit during the current 
busy season on a scale bigger than that 
anticipated by the Reserve Bank some* 
time back. If the jute growers have to 
be assured of satisfactory prices there 
will have to be massive purchases by 
the jute Corporation besides helping 
the jute mills to hold larger stocks with 
the provision of amplfc credit on a con¬ 
cessional basis. 

It will be wrong to expect that the 
state agencies alone will be able to die* 
charge their special responsibilities m 
Hmay b? difficult to absorb all * 

titles offered add push up prices to the 
support levels, particularly irtbpedujn-n 
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try ureas* This is because the operation 
of the State Trading Corporation in re¬ 
gard to rubber, even in a limited area, 
have not been successful and it has been 
complained that public funds have been 
wastefully employed and corrupt prac¬ 
tices also have crept in. This should not 
be allowed to happen in jute operations. 
If the estimate of an yield of 80 lakh 
bales turns out to be correct as it is 
likely, and imports from Bangla Desh 
are of the order of 20 Jakh bales, which 
is not an impossibility, there will be a 
big surplus of 30 lakh bales which will 
have to be absorbed through the crea¬ 
tion of buffer stocks for about one mil¬ 
lion bales, an increase in stocks of 
mills by five lakh bales and exports of 15 
lakh bales, ft will, therefore be neces¬ 
sary to provide bank funds for main¬ 
taining jute stocks of 15 lakh bales 
which would require roughly Rs 50 
crorcs. It might have been earlier antici¬ 
pated that the additional credit on this 
account would not have been more 
than Rs 20 crores. The extra amount 
will have to be locked up for sometime 
as the developments for the next season 
can be reasonably anticipated only by 
the middle of 1972, 


It is in respect of raw cotton that sur¬ 
prising developments have taken place. 
The union Minister for Foreign Trade, 
Mr L.N. Misra, has even estimated that 
there will be a crop of 65 Jakh bales, the 
biggest for all time. The additional 
quantities of cotton are badly needed 
and there can even be a substantial 
displacement of imports, if not imme¬ 
diately, at least after several months. 
But there will be a problem of marketing 
which has become complicated by the 
nervous unloading by growers in Pun¬ 
jab and Gujarat and even in Mahara¬ 
shtra. There will, however, be no large 
net surplus after meeting the require¬ 
ments of export markets and the textile 
industry. With imports of six lakh 
bales already arranged, there will be an 
availability of 71 lakh bales* if Mr 
Mishra’s estimates prove correct, while 
consumption and exports will account 
for about 68 lakh bales. There may, 
therefore, be an increase in the carry¬ 
over in the next season by only three 
lakh bales which mills would welcome 
as there had been a decline in their 
stocks for three seasons in succession. 

So far as the money market is con¬ 
cerned, it may become compulsory to 
provide liberal credit for maintaining 
additional stocks of one million bales, 
at a particular stage which may call 
for an outlay of Rs 100 crores. This 
may be more if there is an unexpec¬ 
ted bunching of imports. There will, 
of course, be the advantage of lower pri* 
ces. In respect of oilseeds there may not 
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k* a !*y ncc? d for effecting purchases by 
official agencies as prices are not un- 
duly depressed and the situation can 
always be managed with the necessary 
assistance being given to vanaspaii 
manufacturers. There will foe no prob* 
» itm . aJso °f financing sugar stocks or 
making payments to canegrowers. If 
anything, there will be a net reduction 
m sugar stocks which will result in a 
release of funds for over Rs 50 crores. 

It is not possible, however, to antici¬ 
pate with some precision what exactly 
will have to be the voluine of procure¬ 
ment operations. So far, there has been 
no pressure of arrivals against the kharif 
crops and there may also be use of 
stocks for feeding refugees, from Bangla 
Desh and even the population of Bangla 
Uesft. These new developments may be 
responsible tor an additional demand 
oi three million tonnes. However, the 
marketable surplus will increase by 
more than the increase of two million 
tonnes in output and even after meeting 
the special needs of refugees and the 
population of Bangla Desh, there will 
have to be a net increase in buffer stocks 
\ by three million tonnes. Immediately, 
" eav,e 5 purchases will have to be effec¬ 
ted and procurement credit can be easi¬ 
ly over the estimate of Rs 120 crores 
in the current busy season and may 
indeed be Rs 200 crores. There will 
also be a congestion of arrivals in the 
second quarter of 1972, if all goes 
well, and the Food Corporal ion of 


mi 

India and other agencies will have to 
tackle a difficult job. 

It will therefore be seen that addi¬ 
tions to stocks of jute will require an 
Vfxtra appunt ofjR* 30 crouds, the mar¬ 
keting of cotton will call for an addi¬ 
tional amount of Rs 100 crores and pro¬ 
curement operations an overrun of Rs 
80 crores over the previous estimates. 
On this basis, the increase in advances 
in the current busy season may be 
Rs 650-675 crores against the earlier 
estimate of Rs 480-500 crores and there 
may be an unexpected squeeze in the 
money market in Febru&ry-Mareh if 
liberal refinance is not provided. 

In the light, of the latest developments 
it may not be possible to peg borrowing 
of the scheduled commercial banks 
from the central banking institution 
to the limit of Rs 191 crores by the 
end of April, particularly if the Food 
Corporation is to carry larger stocks 
and there is also a big increase in 
stocks of jute and raw cotton with 
official agencies and jute and 
cotton mills. What is important 
to remember is the fact that the 
earlier calculations of the monetary 
authorities have undergone a significant 
change and pressures of a new kind, 
and welcome at that, are likely to de¬ 
velop in February-March. The Reserve 
Bank should not be caught napping and 
there will have to be quick liberalisa¬ 
tion of credit facilities to meet the needs 
of a developing situation. 


Eastern Economist Annual Number 1972 

r*i.„J he current j saue of thia journal is the last regular issue for this 

£*ifTrl%^ ar *?? a* n6Xt i88Ue bearin ° the date December 31 will be the 
Eastern Economist Annual Number, 1972. 

The special theme of this Annual Number will be’‘India Embattled” 

i n 1I at lr^ W,l i be ma t d610 analyse the PolWca! and economic aspects as 
I as the domestic and external implications of the crisis and the 
c alienee which the nation must meet and master today. 

7 be A ” nua( Number will include informative sections on individual 
industries, the aim here being to pinpoint current problems against the 

background of past performance and in relation to future needs and pro- 
spects. r 

Illustrated with charts and graphs and carrying an interpretative 
section of statistics, the special issue will be priced at Rs 10 per copy for 
casual sales. Regular subscribers will receive It without extra charge. 
Copies will be available from leading booksellers as well as from : 


The Manager, 

Eastern Economist Ltd., 
UCO Bank Building, 
Parliament Street, 

New Delhi* I. 



1072 


EASTERN ECONOMIST 


December 17, 1971 


A Tale of Two Millennia? 

G,L. MEHTA 


History records a seven-year war, a 
forty-year war, a hundred-year war. 
But Mr Zulfiqar Ali Bhutto, the re¬ 
doubtable leader of West Pakistan, has 
again threatened a war of a thousand 
years with India—unless India recog¬ 
nises the suzerainty of Pakistan. 

Mr Bhutto's hysterics and histrio¬ 
nics *havc ceased to have historic im¬ 
portance. But this apart, a thousand 
years arc a brief period in Pakistan's 
ancient history. An obliging British 
archaeologist (or anthropologist) has 
written of Pakistan's "thousand glo¬ 
rious years”. Evidently, Mr Jinnahwas 
born before 940 A.D., because it was 
exactly after 1,000 years that he made 
the clarion call for Pakistan in Lahore. 
Oscar Wilde said of America that it 
was discovered about a dozen times 
before Columbus but the matter was 
hushed up every time. So, too, the 
birth of Pakistan seems to have been a 
dose secret for a millennium. 

And now, only 24 years after this 
secret is out and the world has known 
that there is a great power called Pak¬ 
istan, her leaders are prepared to wage 


In these days it is mare than normally neces¬ 
sary for us to keep our spirit up. A sense of 
humour could be of immense help In this context 
and 1 therefore take great pleasure Us reproduc¬ 
ing here Mr G.L. Mehta’s view of Mr Zulfiqar 
All Bhutto's antics which was published in 
The Indian Express of December 13, 

The Indian Express Newspapers (Bombay) 
Pvt., Ltd., I hope, will generously waive their 
copyright on this special occasion. Mr Mehta 
has written with the inimitable wit that always 
characterises his deeper wisdom.-- EDITOR 


a war for another thousand years ! 
Mankind can, therefore, look forward 
to the eventual triumph of Pakistan 
and its total conquest of India in the 
year 2971 A.D. (not 2071 as some might 
hastily imagine). Indians must surely 
tremble at the thought of their country’s 
unconditional surrender if not annihi¬ 
lation (pace "Crush India”) by the time. 

This will, however, be possible only 
if our dear old planet is not destroyed 
in a nuclear holocaust meanwhile. But 
then, Mr Bhutto will see to it that his 
dear friend Chou En-lai does not use 


nuclear weapons while President Yabva 
will phone his close and loyal ally. 
President Nixon in Washington, to 
desist from a repeat Hiroshima-Naga- 
saki performance on Cuba and Indo- 
China. * 

But all this will not and need not 
deter Mr Bhutto’s dauntless descen¬ 
dants from descending on India. It 
will be the 40th great-great-great-great- 
grandson of the valiant leader who will 
have the signal honour of receiving 
surrender from a defeated, disrupted 
and dishonoured India. Then Kashmir 
will become an integral part of Pak¬ 
istan as much as Sind, Punjab, Balu¬ 
chistan and Pakhtoonistan unless they 
secede in the meantime along with 
the liberation of Bangla Dcsh* 

No doubts need be entertained about 
the inherent strength of Pakistan to 
wage the longest war in human (or even 
sub-human) history. By its Skilful 
policy of multi-alignment (as opposed 
to India’s antiquated and discredited 
principle of non-alignment) Pakistan 
will receive tanks from the USA, plan¬ 
es from China, oil from Iran, moral 
support from some countries and im¬ 
moral support from the Arab countries. 

Only one cautionary note is appro¬ 
priate. Invading France in the spring 
of 1940, Hitler boasted that he was 
changing the face of Europe for the 
next thousand years. After five years, 
Hitler shot himself in a cellar in Ber¬ 
lin. 
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Prime Movers of Development 


R- V. MURTHY 


StNCE tHB time the erstwhile Hindustan 
Lever chairman, Mr Prakash Tandem , 
chose to deviate from the practice of 
delivering the traditional type of chair¬ 
man's addresses at annual general meet¬ 
ings to dwell on some important aspect 
or other of the company's manage¬ 
ment, administrative or accounting 
practices in order to make the share¬ 
holders familiarise themselves with the 
so-called “philosophy” and “culture” 
of their company, the practice or the 
stvle seems to have caught on. The 
latest to join the bandwagon is Mr 
G. B- Newalkar, Chairman of the 
Maharashtra Small Scale Industries 
Development Corporation (MSSIDC), 
and he did so perhaps to focus attent¬ 
ion on the fact that the MSSIDC 
has since been converted into a public 
limited company. From October, 1962 
until June, 1971, it may be noted, the 
MSSIDC had been a public limited 
company. Mr Newalkar also gave a 
review of the last nine years* working 
of the corporation and indicated what 
direction the MSSIDC should take 
during the next decade. 

Record of Achievements 

To those who may wonder : why 
this premature review (the first decade 
is due to end only next October), 
the explanation probably is to be 
found in the fact that the cor¬ 
poration has since begun as a public 
limited company and it is just as well 
to draw the line at this stage. In other 
words, the overall review of the MSS¬ 
IDC made by Mr Newalkar is a record 
of its nine-year achievements ’as a 
private limited company. The corpto- 
ratioel’s achievements in its new ’garb 
will thus have not only to Compare 
favourably with this record but will 
also be subjected to public gaze and 
scrutiny all the tinte, and this means a 
fresh rtorientation in the corpora¬ 
tion's outlook and approach alike, 
which u precisely the theme of 
Mr Newalkar’s address at the last 

MSSIDC * eneraI Bwet >ng« of the 

The MSSIDC’s working during 1970- 
71 set up a new record, in that the 
total turnover of the corporation in 
mat -yettf-maarly tts 12 eratts—was 
4b* highest m its nute-year. annuls, 
.tbt Newest or oegt bust eecord in 1968- 

Wo.ywtader 

#*.&iaaeial ceaMlta,«feovtere the best. 


The gross earnings in 1970-71 were Rs 
81.56 lakhs as compared to only Rs 
48.48 lakhs in 1969-70. Profit before 
taxation at Rs 20 15 lakhs for the 
year also compared very favourably 
with a figure of just Rs 1.71 lakhs for 
1969-70. The dividend declared 
for 1970-71 — 5 5 per cent—was the 
seventh annual dividend in unbroken 
succession. 

Corporate Integrity 

According to Mr Newalkar, initia¬ 
tive, enterprise, experimentation and 
innovation have been the prime movers 
of the corporation these, by the way, 
are so of any other successful corporat¬ 
ion—which has attempted through 
'various schemes and activities to create 
the necessary atmosphere for healthy 
and speedy development of modern 
small-scale industry in the state of 
Maharashtra. The MSSIDC chairman 
claimed the growth of the corporation 
thus was neither unplanned nor un¬ 
co-ordinated, but that it resulted from 
deliberate planning and strategy. He 
also made the point that the MSSIDC 
was not merely a company but a com¬ 
pany with a corporate integrity and 
distinct personality, and this it could 
acquire through continuity of leader¬ 
ship and basic policies, flexibility in 
activities, sensitivity to the needs of 
small-scale industries, receptivity to 
changes and associative decision-making 
process, as also the unstinted support 
and co-operation from the government 
of Maharashtra. These, again, it is 
needless to add, are factors that go to 
make the working of any organisation 
purposeful and profitable. 

Obviously it is not so much the 
achievements of the past nine .years 
of the MSSIDC as the responsibilities 
of the years to follow that must have 
exercised Mr Newalkar’* mind while 
he was preparing his address. His 
main concern seemed to be that having 
attained the premier and leading posi¬ 
tion among all state small-scale indus¬ 
tries development corporations in the 
country, the MSSIDC should retain , 
that position. He was not content, 
therefore, just to gloat over the past 
era of expansion and multiplication of 
functions (and these are going to mul¬ 
tiply further with the corporation being 
called upon by the STC and the 
MMTC to store, handle and distribute 
imported raw materials); he wanted 


the corporation to take note of the 
several weaknesses and deficiencies re¬ 
vealed by the corporation's past expe¬ 
rience and to attend to these promptly 
and effectively so that the second de¬ 
cade may be one of “Achievement and 
Fulfilment” for the MSSIDC. How 
Mr Newalkar wanted the corporation 
to go about may be briefly indicated 
now, because this concerns not only 
the MSSIDC but every economic en¬ 
deavour of our government. 

First, Mr Newalkar noted that, 
after having helped the deve¬ 
loping small-scale units, the corpo¬ 
ration should become the instrument 
of the developing regions. “The real 
task in developing the underdeveloped 
regions”, as he said, “is to develop 
entrepreneurship... .Developing a unit 
does not mean simply assisting in raw 
materials or in plant and machinery 
supply, but helping the entrepreneur in 
all aspects of the running of his industry 
where he needs help and where he is 
found to be deficient. Essentially it is 
the task of developing virtually the 
unit along with the entrepreneur be¬ 
hind it. This is therefore nothing 
short of developing the capacity of the 
unit plus the ability of the entrepreneur 
and unless this nursing and grooming 
is undertaken systematically by your 
corporation in conjunction with other 
service institutions, the rate of develop¬ 
ment of the underdeveloped or undeve¬ 
loped regions and districts will not 
receive the desired impulse’’. With its 
varied experience and bold experi¬ 
ments in the past, the MSSIDC has 
reached a stage, according to its chair¬ 
man, to embark on area development 
through unit development, one of the 
potent strategies of area development. 

Significant Slogan 

Mr Newalkar is to be particularly 
complimented for producing the slogan 
“Development, for Employment”, for 
the emphasis in regard to any deve¬ 
lopment, central, state, region or area, 
today ought to be on employment, in 
particular employment of the techni¬ 
cally qualified, What he said in this 
behalf is indeed noteworthy. “Techni¬ 
cally qualified youth is a precious asset 
of the nation. It is an expensive and 
scarce resource which must settle and 
reveal in self-employment. The self¬ 
employables should not choke the 
opportunities of mere employables. 
Self-employment seekers deserve to be 
encouraged, as they will shelter in 
their productive units employment- 
seekers.” 

Being farsighted enough, the MSSIDC 
chief was already prerianng the corpo¬ 
ration to take on the new tasks that 
would devolve on it when entrusted 
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with procurement attd distribution of 
raw materials indigenous and imported, 
by the STC and the MMTC. An 
ardent advocate of an integrated and 
co-ordinated distribution infrastructure 
for the whole country, he could foresee 
the heavy responsibilities to be borne 
by the Corporation—arranging to take 
deliveries of and distributing raw mate¬ 
rials intended for Maharashtra and stor¬ 
ing them, if necessary, for other states. 
He also visualised the other responsibi¬ 
lities associated with designing and 
N developing export-worthy products 
and export pioduction capacities, con¬ 
jointly with the STC and the MMTC. 
This means that overnight, as it were, 
the corporation will be asked to engage 
itself in importing, exporting, ware¬ 
housing and distributing, all of which 
demand an efficient enough organisat¬ 
ion. Hence his insistence on the ur¬ 
gency of “Management Development", 
as he termed it. 

Necessity for Economy 

Another point in Mr NcwalKar's 
address that deserves notice is what he 
had to say in regard to the necessity 
for economy while revamping and 
decentralising the MSSIDC, which has 
now become imperative. “Considera¬ 
tions of economy on the basis of poten¬ 
tiality cannot be ignored", he said, 
“because the corporation must cut its 
coat according to the cloth." And he 
also added—and this is quite significant 
coming from the spokesman of a 
public sector undertaking—“It docs 
not and ought not to depend on sub¬ 
sidy (rom any source, ft must endeavour 
to expand the range ot its services by 
making a financial success of its com¬ 
mercial activities so that the surplus 
thus generated can be utilised for pro¬ 
motional schemes." 

While on decentralisation, which leads 
to functionalisation, which in turn, 
leads to specialisation, Mr Newalkar 
wanted the MSSIDC to show a dis¬ 
tinct departure in what he called “the 
culture and style of the management" 
of the corporation. And he was keen 
that this “culture and style" should 
not change with eveiy change in the 
top management—chairman and mem¬ 
bers of the board or managing director 
-—as such would cause a lot of distur¬ 
bances and difficulties. Accordingly, 
he wanted the organisation itself to 
develop its own sound, stable and desir¬ 
able style and culture, so that perso¬ 
nality change would have only a margi¬ 
nal impact on them. In other words, 
he wanted the permanent executives of 
the organisation to be consulted, espe¬ 
cially if they happen to be experts or 
specialists, and also be associated with 
the process of decision-making and 
planning, so that a kind of “partici¬ 
pative management" might emerge. 


“Enlightened group collectively display 
greater wisdom and one who believes 
in this fact can exploit this invariable 
asset," he pointed out. 

In the course of his inference to orga¬ 
nisational problems, MrNcwalkarmade 
^et another perceptive observation. 
He made a distinction not only between 
private and public sector but also bet¬ 
ween public admimsratkm and public 
sector administration. Characteristi¬ 
cally, he wanted public sector organisa¬ 
tions to define their objectives, fix prio¬ 


rities, and formulate and implement 
programmes and schemes effectively. 
Above all, he said* the personnel in the 
public sector must be made aware of the 
sense of public service and public 
accountability. For all these purposes, 
Mr Newalkar opined, and rightly so, 
that while the acceptance of the na¬ 
tionalisation of industries, canalisation 
of trade and socialisation of manage¬ 
ment were the strategies of the national 
economy, "participative management 1 * 
was the key to the success of all these. 


How to Industrialise UP ? 


K* N- MODI 


With mini crorc inhabitants, Uttar 
Pradesh's population is one-sixth of 
India’s and density of population at 
300 per square km in nearly double of 
an average ot 182 persons per square 
km for the country as a whole. It is 
our misfortune that the most populated 
state is also one of the most backward 
states in the country. As will be obser¬ 
ved from the table below (in which 
states have been ranked in descending 
order ot income)* UP ranks 12 th and 
only states of Jammu & Kashmir, 
Bihar, Kerala and Orissa have lower 
per capita income than UP. 

This state of affairs is due to slow 
growth of economy of UP compared 
to other states While during 1960-61 
and 1969-70, Indian economy had a 
growth of 3 5 per cent per annum, 
UP's growth was only 2 6 per cent 
per annum, which was partly due to 
slow growth of agricultural sector 
compared to certain neighbouring stat¬ 
es but also due to slow industrialisation. 


STATE RANKING : INCOME 


Per capita 
income 

States’ rank 1960-61 1967-68 

i. Punjab 

383 

800 

2. Haryana 

359 

-733 

3. Gujarat 

380 

692 

4. Maharashtra 

419 

641 

5. West Bengal 

386 

620 

6. Tamil Nadu 

344 

566 

7. Mysore 

292 

537 

8. Andhra Pradesh 

314 

534 

9. Assam 

349 

497 

10. Madhya Pradesh 

274 

488 

11. Rajasthan 

271 

487 

12. Uttar Pradesh 

244 

484 

13. Orissa 

226 

482 

14. Kerala * 

278 

476 

15. Bihar 

216 

460 

16, Jammu & Kashmir 

278 

419 

AH states average 

304 

'544 


This Is the script of a paper read at the 
Seminar oti Economic Backwardness of 
Uttar Pradesh organised at Vlgyao Bhftvan, 
New Delhi. 


As UP accounts for one-sixth of total 
population of thi country, unless this 
state prospers, it will be difficult to 
remove poverty from the country. 

A study of sectoral income suggests 
that UP is one of the least industrialised 
states. In 1967-68 industries contributed 
only 10,5 per cent to the income which 
was lowest in the country except Raj¬ 
asthan. As would be observed from 
the following data, there are many 
states where industr> contributes pearly 
one-fifth of the stated income, 

SHARE OF INDUSTRIAL INCOME 
TO TOTAL INCOME 
1967 - 6 $ 


Industrial In¬ 
come as % of 
total income 


1. West Bengal 

2 . Maharashtra 

3. Jammu & Kashmir 

4. Gujarat 

5. Tamil Nadu 

6 . Bihar 

7. Kerala 

8 . Madhya Pradesh 

9. Assam 

10. Mysore 

11. Pumab 

I 2 t Andhra Pradesh 
1$. Haryana 

14, Orissa 

15, CP 

16, Rajasthan 


30.8 

28.9 

27.4 
21.8 

19.7 

18.4 

17.1 

16.8 
15.8 
14.8 

13.1 

12.5 

12.4 
U.6 

10.5 
10.3 


i 


If UP has to improve the standard of 
Jiving of masses along with growth of 
agriculture and other sectors there t» a 
need of considerably aceekreting indue- . 
trial production hectare empire labour 
can be absorbed only' in JfOud* 
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The responsibility for the progress and 
continued development of the cigarette 
tobacco industry must be shared 
by the trade. The farmer does not have 
the contacts or the resources to keep 
in touch with world market preferences. 
Nor can new areas and qualities be 
developed to meet changing requirements 
without adequate planning. 



Indian Leaf Tobacco Development 
Company and its sister company, 
India Tobacco Company Ltd., are 
keenly aware of their responsibility, 
and are deeply committed to the 
progress of the tobacco industry in 
India. For example, in development 
areas. ILTD provides the farmer 
with interest-free credit for 
necessary inputs such as fertilisers, 
seeds, fuel, etc. During the current 
year, Rs. 70 lakhs are to be utilised 
for such farmer services alone. And 
help goes beyond the company's 
commercial interests. Farmers are 
often provided with assistance 
in times of distress. In keeping with 
the company's progressive 
policy and commitment to 
the future of the Indian tobacco 
industry, ILTD needed a symbol 
which would visually project an 
enterprising outlook. 


ANDSO OUR NEW SYMBOL 


■■ I LTD 

inoiRn URF TOBACCO DEVELOPmenT CO. 1TD. 
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InourJittleway.. 



we help India 
fight its war 

on all fronts 


As India moves towards its goal of all-round develop- 
ment, we make our contribution. On the food front, 
Union Carbide provides pesticides and polyethylene 
film which help the farmer reap a bigger,better harvest. 
On the home front we bring to you a variety of 
household articles* ranging from batteries and flash¬ 
lights to colourful containers made from our poly¬ 
ethylene. We supply raw materials and chemicals 


essential for the pharmaceuticals, paints, textiles. Iron 
and steel and rubber industries. On the export front. 
Union Carbide combs the five continents for new 
markets and its products reach more than 50 countries 
including the U.S.A. These are but some of the seeds 
that Union Carbide India Umited has sown to raise the 
standards of living of the people of India. Yes, in our 
little way we help India fight its war on all fronts l ^ 



sowing the seeds of progress 
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tries This Is particularly necessary as 
during 1871-81 states’ population will 
rise by another 2 to 2.5 crones and 
the only solution is to divert this addit¬ 
ional population to industrial and 
tertiary sectors. In order to remove 
backwardness of 37 districts, and raise 
the standard of living, the state should 
aim at not only doubling industrial 

S owth but have an annual target of 
i-25 per cent if it wants to catch up 
with the rest of the country. As UP 

B le are equal, if not superior, in 
igence and diligence, this growth 
rate is quite feasible if proper climate 
is created. 


Potentials: II is true that UP lacks 
in mineral resources compared to cer¬ 
tain other states but it is rich in forest 
resources with an area of 39 lakh hecta¬ 
res, most of which remains unexploited. 
The state is also the largest producer of 
food grains, oilseeds, sugarcane and 
through improving productivity many 
agro-based industries can be developed. 
The large power potential, good cli¬ 
mate, plentiful supply of labour, water 
resources and vast markets are pthcr 
favourable factors for industrialisation. 
What is required is determination and 
proper climate to attrect small, medium 
and large industries. In 1970, the gov¬ 
ernment of India received 3,033 appli¬ 
cations for industrial licences, out of 
which only 120 were from UP and even 
many of them could not get licence. 

In past one of the reasons for slow 
growth was political instability. But 
now when there is stable government in 
the state and at the centre every effort 
should be made to industrialise UP fas¬ 
ter by removing the impediments to 
industries through positive efforts and 
by rehabilitating the existing industries. 
The state government should study the 
causes in depth and larger industries 
should be attracted and simultaneously 
small-scale sector should be encouraged 
to grow faster by removing their prob¬ 
lems. In this context following points 
need special consideration. 

(1) Rehabilitate Existing Industries 
Textile, sugar and oil mills are very 
important industries in UP for decades 
but all of them are in crisis and bad 
shape. Similarly, many cottage and 
small-scale traditional industries are 
decaying. 

Textiles; UP with 35 textile mills 
is fifth largest producer of textiles in 
the country. Rut tin textile industry of 
the state has much lower profitability 
than mills in other states and, therefore, 
sopae are lying idle and others Are An 
the verge of closure. This is because UP 
milts largely produce coarse and 
medium cloth but over the last two 
decades consumer preference has very 
sands changed. Therefore, to rehabi¬ 
litate the industry and to enable it to 


produce finer cloth also, the industry 
should be modernised without tears. 

Sugar: The sugar industry is another 
leading industry of the state but it has 
also been facing crisis after crisis. The 
sugar-cane yield and recovery rate is 
much lower than competing states of 
. Maharashtra. Gujarat, and Andhra. 
In order to rehabilitate this industry 
it is necessary to improve yield rates 
to the level of competing states through 
intensive cultivation and development 
of better seeds. 

The industry also is facing continu¬ 
ous threat of nationalisation and, there¬ 
fore, there is reluctance to rehabilitate. 

Other Traditional Industries: Other 
traditional industries like oil¬ 
seeds, vartaspati, cottage and small- 
scale industries also need rehabi¬ 
litation and modernisation. To 
industrialise the state faster, first and 
foremost necessity is to give new life 
to existing industries. The state govern¬ 
ment should take up strongly the case 
of textile and sugar mills lor rehabilita¬ 
tion and modernisation. On its part, 
the state should give liberal credit and if 
there is no retrenchment of labour, 
Modernisation should readily be 
allowed. 

(2) Remove Power Shortage: in UP 
there is an acute shortage of power 
and current shortage is estimated at five 
million units a day. If steps arc taken 
to start new schemes, this shortage is 
expected to go up to 10 million units 
a day by 1973-74. Further, there are 
power cuts and frequent break-downs 
and stoppages affecting production. 
Therefore, if industrial growth has to be 
accelerated, the state should plan for 


power surplus and avoid all power cats 
and break-downs. 

As UP ranks third in power potential 
only after Assam and Madhya Pradesh 
with a potential of 3,764 million K.W 
at 60 per cent load factor, every effort 
should be made to generate all available 
potential quickly. Further, the atomic 
power station which has been agreed to 
in principle should be established at the 
earliest possible time in west UP so 
that adequate power may be ensured to 
all existing and new units. This atomic 
power station will also help in avoiding 
power cut caused by shortage of rain¬ 
fall in certain years. The state should 
also speedily join all power grids and 
ensure better maintenance of power 
generating stations to avoid frequent 
break-downs. 

(3) Provide Cheaper Power: Along 
with ensuring cadequate power supply, 
it is also necessary that power rates 
should be low and competitive with 
other states, specially compared to 
neighbouring areas so that more units 
may be attracted to UP. However, the 
tallowing illustration suggests that the 

POWER RATES AS ON 1ST MARCH, 
1970 


Large Industry 
250 KW or 
more 40% LF 


15 31 

Hydro 11.59 
Steam 12 92 
- 9 23 

9.14 
12.24 


UP 

Maharashtra 

Mysore 

Punjab 

Rajasthan 
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Although the International Bank fof Re¬ 
construction and Development may guarantee 
direct obligations of its member governments 
it, is not believed at the outafet that this will he 
the principal method of financing reeonstino¬ 
tion and development Thepuncipa! business 
of Ute Bank m Us initial operations will be di¬ 
rect lending of its own fund# and funds rnsed 
by the sale Of its own obligations Such su li¬ 
mits will be the general obligations ot the 
Bank, secured by the general assets ol the 
Bank rather than by pledge of specific assets 
The Bank may make loans or guar inters only 
to the extent of 100 per cent of its unimpaired 


subsenhed capital, icsetves, and surpluses 
at the pi esent time 7,700 million dollars* This 
automatically lines the amount of its own obli¬ 
gations which the Bank may usefully issue 
I his also ensui es that the Bank at all times will 
have at least twrcc as many assets as obligations 
to pi i\ate investors its loan portloho plus 
us cash, segregated receives and unpaid capital 
subscriptions The Bank's bonds, avoiding 
to its officials probably will be issued in moie 
than one matuiity ranging tiom perhaps JO 
yoais to 30 or 35 yea is, ami at least the lonpei 
maturities will be subject to amoiti/auon 








: Time is money 

And JAL Air Cargo can save you both 


A sea voyage r> fine for a long 
vacation. But your freight goods 
don’t need a vacation, They need 
to get to their destination fast—to 
start earning back the money 
you've already put into them* 
Which is why we urge you to 
consider this: Packing charges, 


interest, insurance, storage, dep¬ 
reciation *~a!l are lower when you 
ship JAL Air Cargo And we'li 
prove it for you* For full infor¬ 
mation on cost reduction through 
air freight, see your cargo agent, 
freight forwarder Or JAL Cargo 
Representative. 
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position is not so and power in UP 
costs more than in other states. 

i 

(4) Create New Entrepreneurs: Small* 
scale industries will play a very im¬ 
portant roJe in accelerating industrial 

» growth of the state and these entre¬ 
preneurs should come by and large from 
the local population. At present 65 
per cent of small-scale industries are 
run by non-UP entrepreneurs. If the 
standard of living of the state has to be 
improved every effort should be made 
to attract more persons to industries 
from trade or services or ncwentcrants 
to working force. For this purpose 
package deal like the one provided by 
Maharashtra State Industrial Corpora¬ 
tion should be provided. The package 
deal should include the provision of 
land, built-up sheds, raw materials, 
finance, technical advice and market¬ 
ing services and project reports. 

(5) Have Ready Made Schemes: In 
order to encourage new entrepreneurs, 
the government should have ready¬ 
made schemes for small and medium 
sized industries so that small and new 
entrepreneurs may pick up schemes 
from them. 

(6) Develop Backward Districts: Out 
of 54 districts in the stale, 37 
districts are backward officially which 
includes most of the eastern UP, hilly 
districts and Bundhclkhand region. 
These districts need special attention 
for reducing regional imbalances and 
dispersal growth of industries. In order 
to attract industrialists to these areas, 
in addition to concessions in the rate of 
interest and subsidies etc., the first and 
foremost necessity is that infrastructure 
such as transport and communication 
facilities should be developed ade¬ 
quately and speedily. 

As the resources of the state 
government are limited and develop¬ 
ment of new entrepreneurs is a 
slow process, larger industrial houses 
may be entrusted part of the task by 
allotting them one or two districts each 
where they should be allowed industrial 
licences freely and the state should give 
them all necessary help. In turn, the 
industrial houses after proper survey, 
may not only establish units themselves 
but can encourage development of anci¬ 
llary and small-scale industries too. It 
may also be their responsibility to pro¬ 
vide social amenities not only to their 
workers but to the population in the 
surrounding area. 

(7) Develop Industrial Centres: As it 
will not be possible to develop infra¬ 
structure simultaneously everywhere. 

.For this purpose districts should be 
categorised according to endowments 
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and * those places which offer better 
pontential for growth may get 
preference. 

'48), Eliminate Delays: There is great 
delay in getting clearances and assis¬ 
tance from the state government and 
getting concessions under various sche¬ 
mes is also a slow process. There is, there¬ 
fore, a need of streamlining and simplify¬ 
ing the procedures so that incentives 
are really made effective to attract in¬ 
dustrialists. At present a number of 
cases are lying in dispute and industria¬ 
lists who have established industries in 
the expectations of benefits do not know 
what will be the final outcome. In 
order to attract more entrepreneurs all 
state formalities should be settled 
speedily in a co-ordinated way. The 
government should also establish re¬ 
gional offices to avoid trips to Lucknow 
and Kanpur by industrialists from far 
off districts. 

(9) Create a High Power Cell to 
Help Industrialists: The state authori¬ 
ties should also help in clearance re¬ 
quired from the central government and 
should not show any reluctance to re¬ 
commend their cases; rather it should 
take them vigorously and should have 
some officers posted in various central 
government offices to follow up these 
cases, and the Chief Minister and other 
ministers should use their influence to 
get the problems sorted out and to help 
establish larger number of units whether 
in the public, joint or private sectors. 
The state should also have a cell of 
senior-officers from the Departments 
of industries. Finance, Power etc, who 
should have authority to give all clea¬ 
rances required from the state speedily 
and should put all its pressure on the 
centre to provide all facilities to UP 
industries. 

(10) Provide More Credit Facilities: 
The industries of all sizes and old indus¬ 
tries like textiles and sugar should get 
soft credit and long-term payment; 
debt-equity ratio should be liberalised 
by financial institutions for setting up 
new industries or for industrialising 
backward areas. The inter-company 
investment should also be viewed more 
liberally and should be allowed for 
establishing new industries. 

Life Insurance Corporation and com¬ 
mercial banks should also sec that they 
invest at least as much in UP as they 
raise from the state. As a matter of 
fact there is every case lor larger invest¬ 
ment because the state has been neg¬ 
lected in the past. 

Facilities: The various state govern¬ 
ments are providing incentives for 
attracting industrialists and in this re¬ 
gard UP should have more positive 
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approach than hihherto. Concessions 
in Sales-tax should be on the lines'of 
Maharashtra. To develop backward 
districts there should be larger subsidy 
specially to small and medium indust¬ 
ries. In foreign countries like Ireland, 
Switzerland, Canada etc. subsidy pro¬ 
vided for development is much higher 
than in India, when our problem is more 
acute titan these countries, and we 
should be more liberal. Further, the 
definition for eligibility of subsidy and 
concessions should be extended to units 
who have investment upto Rs 2.5 
crorcs. 

(12) Ensure Industrial Peace: Indust¬ 
rial peace and good management-la¬ 
bour relations are essential for en¬ 
couraging industrial growth. Those 
states who will be able to ensure in¬ 
dustrial peace will be able to industria¬ 
lise faster than those who are notorious 
for labour unrest. Therefore, for 
encouraging industrial growth UP must 
do its best for improving labour rela¬ 
tions which are deteriorating along with 
the rest of the country. 

To improve the situation beside en¬ 
suring law and order, it is necessary 
that labour and management should 
have five-year industrial truce for which 
State government should give all sup¬ 
port so that all strikes, lock-outs and 
go-slow tactics can be avoided. As 
many of the industrial disputes are due 
to inter-union rivalry, only one union 
should be allowed irf one industry and 
UP should take a lead in this matter. 

(13) Develop Labour Intensive Con¬ 
sumer Industries in a Big Way: In view 
of abundance of labour and vast 
market, UP is fit to encourage in a big 
way mass consumption products 
whether agro-based, forest based or 
metal based industries, using modern 
technology or items like tractors, agri- 
ultural implements, fertilizers, pesti¬ 
cides needed by agricultural sector, 

(14) Encourage Growth of Heavy 
Industries Too: H is no longer true that 
heavy industries can be established eco¬ 
nomically only near the source of raw- 
materials- Japan by establishing iron 
and steel and other heavy industries 
based on imported materials has con¬ 
vincingly shown that ultimately loca¬ 
tion is the matter of management of 
man, material and machine which de¬ 
cides the economies. Therefore, in 
* spite of the fact that UP is deficient in 

mineral resources heavy engineering 
and chemical industries like automo¬ 
biles, soda ash, mini steel plants, should 
he located in the state which will help 
growth of many other industries and 
will encourage growth of small-scale 
and ancillary industries. 
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FROM T HE PRESS GALLERY 

Emergency Risk Insurance Provided 


OUR PARLIAMENTARY CORRESPONDENT 


NEW DELHI, Saturday. 

Evi n though the hide-Pakistan con¬ 
flict continued to overshadow every¬ 
thing else in the country this week, the 
two Houses of Parliament cooly and 
calmly went ahead with the legislative 
business scheduled for the current ses¬ 
sion, The Rajya Sabha put its seal of 
approval on the 25th and 26th Amend¬ 
ments to the Constitution, as passed by 
the Lower House last week. Two other 
important measures adopted by both 
the Houses were the bills providing for 
emergency risk insurance of goods 
and undertakings against damage from 
enemy action. The Lok Sabha also 
passed this week a bill to provide for 
elected district councils for the hilly 
areas of Manipur and two other bills 
—one to replace the Jayanti Shipping 
Take-over Ordinance issued a few 
weeks ago and the other to acquire the 
Asian Refractories Limited, a closed 
private undertaking which supplies 
fire-resisting bricks to the steel indus¬ 
try. 

Amendment Bills 

As in the Lower House, the 25th 
Amendment to the Constitution, which 
sought to enable the government to 
acquire private properties, should the 
implementation of the Directive Prin¬ 
ciples of State Policy enunciated in the 
Constitution warrant so, on the pay¬ 
ment of compensation which may not 
fully correspond to the market values 
of the concerned assets, was passed 
by an overwhelming majority — 166 
votes in favour and only 20 against. 
The negative vote came from the 
Swatuntra and the Jana Sangh groups 
and three Congress (O) members, Mr 
Mnhuvir Tyagi. Mr C. D. Pande and 
Mr Rabubhai Chinai. The Socialist 
group having walked out of the House 
following a defeat of an amendment 
moved by Mr Raj Narain seeking to 
save the fundamental rights other than 
the right to property from being over¬ 
ridden by legislatures, did not 
vote. 

Though the bill was carried by an 
overwhelming majority, it came in for 
sharp criticism from two legal lumina¬ 
ries in the House—Mr M. C. Setalvad, 
a former Attorney-General of India, 


and Mr M. C. Chagla, a former Chief 
Justice of the Bombay High Court and 
also an ex-Minister of Exfernai Affairs. 
Mr Setalvad opposed the bill on the 
ground that while it properly sought to 
allow properties to be acquired by the 
government for public purposes for 
other than full monetary compensation, 
it conferred arbitrary powers on state 
legislatures which was not intended by 


NEW LEVIES 

With a 'lew (o mobilising resources for the 
current defence effort, the Finance Minister, Mr 
Y.B. Chinan, proposed several new taxes on 
Monday. 1'hese included: (i) a general levy' 
of 2.5 per cent of the value of all Imports, with 
the exception of foodgrains, books and a few 
other special categories, (ii) a higher customs 
duty on a few specified items, (ill) enhancement 
of excise duties on iron and steel, copper, zinc, 
aluminium, sacking and unmanufactured to¬ 
bacco; (iv ) raising of the export duty on hessian 
and carpet hacking; and (v) levy of 2 5 per cent 
surcharge on income-tax payable by all com- I 
panics .includingforeign companies. The changes | 
in the customs and excise duties take im- i 
mediate effect. The surcharge on corporate tax | 
is applicable with reference to current incomes | 
which will fall due for assessment in 1972-73 
The new taxes are expected to yield Rs 135 
crores in a full year. During the remaining 
months of the current year, the yield is cntici- 
cipatcd around Rs 40 crores. , 

The Finance Minister also announced the 
floatation of a new series of National Defence 
Loans to gather Rs 100 crores. The loans are 5 
per cent, 1981, 5-25 per cent, 1986, and 5*75 
per cent, 2001. The subscription lists of these 
loans will open on December 23 and dose two 
days later or earlier as soon as the full amount is 
subscribed. 

(Sec Records and Statistics’p. 1098 for the 
full text of Mr Chavan’s address proposing 
new' taxes). 


the makers of the Constitution. The 
acquisition of property without full 
compensation, Mr Setalvad stres¬ 
sed, obviously was not barred by 
the Constitution; he cited in support 
of this contention the aboli¬ 
tion of zamindari on nominal payment 
soon after the Constitution was adop¬ 
ted. The proposed amendment, he 
emphasised, would enable legislatures 
to deprive the people of their right to 
property by a simple bill. Articles 
39 (b) and 39 (c), which were sought 
to be introduced in the Constitution by 
the 25th Amendment, were described 
by Mr Setalvad as “vague generalities” 


on social and economic objectives. The 
empowering of state legislatures to 
abridge the right to property, the learn¬ 
ed critic felt, amounted *o Parlia¬ 
ment abdicating its responsibility. The 
former Attorney-General also objected 
to the proposed introduction of Article 
39 (c) in the Constitution on the score 
that this would make the Constitution 
depart from its basic concept of a judi¬ 
cial review of legislation. 

Mr Chagla scathingly criticised the 
bill describing it as a “a first step to¬ 
wards destruction and demolition of 
democratic society in the country.” 
His opposition to the measure, Mr 
Chagla stated, was because it showed 
“distrust towards the judiciary, under¬ 
mined the principle of judicial review 
and prevented an aggrieved citizen from 
going to the court to prove that he was 
discriminated against”. By introducing 
this bill, the Law Minister, Mr H. R. 
Gokhale, who himself is an eminent 
lawyer and an ex-judge, Mr Chagla 
felt, had delivered the funeral oration 
of those articles in the Constitution 
which guaranteed to the people the 
cherished democratic rights. 

Core of the Constitution 

Mr Chagla stressed that the core of 
our Constitution was the fundamental 
rights. They were inalienable and not 
immutable. Parliament could put 
reasonable restrictions on these rights, 
but the Directive Principles of State 
Policy contained in the Constitution 
should be implemented without vio¬ 
lating the fundamental rights. The Con¬ 
stitution, Mr Chagla went on to say, 
proclaimed that “we are a Sovereign 
Democratic Republic”. “The people 
who talk about socialism in the coun¬ 
try”, he thought, “forget that it must 
be a democratic socialism. If we want 
to achieve socialism, it must be achieved 
by democratic methods and not through 
totalitarian methods”. The former 
Bombay High Court judge further 
pointed out that when India was a 
party to the Universal Declaration of 
Human Rights — which says that every 
citizen has a right to hold property — 
that human right could not be taken 
away deprived arbitrarily. 


The bill was also assailed, among 
others, by the leader of the Opposition. 
Mr M. S. Gurupadaswamy (Congress- 
O), who regretted that owners of smaller 
properties were sought to be treated in 
the amending bill on a par with those 
holding bigger assets. He wanted libe¬ 
ral treatment to be accorded for pro¬ 
perties owned by educational trusts, 
irrespective of the different communi*# 
ties owning than. He as well wan- 
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ted that the Directive principles of 
State Policy should be made justiciable. 
Most of the Congress-O members, 
however, voted for the bill ; 

The governmental defence for the 
bill was on the same lines as in the 
Lower House. It was pointed out that 
the implementation of the Directive 
Principles of State Policy warranted 
abridgement of the Right to Pro¬ 
perty. The control of large pro¬ 
perties by small groups of indus¬ 
trialists meant deprivation of mil¬ 
lions of people of property. Every 
enabling provision in Article 31, it 
was stressed, did not mean that they 
were going to be mbused. This would 
depend on Parliament. The possible 
abuse of power was not the test of vali¬ 
dity of a legislation. 


Abolition cf Privy Purses 

The Constitution (26th Amendment) 
Bill, which sought to end the privy 
purses and special privileges of the for¬ 
mer rulers of Indian states, was also 
adopted by the Rajya Sabha with the 
requisite two-thirds majority of the 
members present in the House and also 
half the total strength of the House, 
the voting in favour of the bill being 
167 and against only seven in a House 
of 250 members. Last year, a similar 
bill fell through in this House by a 
fraction of a vote. The negative vote 
came from the Swatantra members. As 
in the Lok Sabha last week, the Jana 
Sangh group abstained from voting in 
this House too. 

The Law Minister, Mr Gokhalc, re¬ 
iterated in his reply to the debate on 
the bill that no compensation was to 
be paid to princes in lieu of their privy 
purses. In regard to the smaller princes, 
the government, however, might con¬ 
sider the payment of some rehabilita¬ 
tion allowance. The Prime Minister, 
Mrs Indira Gandhi, who intervened in 
this debate, stressed the need for peace¬ 
ful and democratic transition from the 
old order to the new. 


Insurance Bill 

The two Houses unanimously adop¬ 
ted after brief debates the Emergency 
Risk (Undertakings) insurance Bill 
and the Emergency Risk (Goods) In¬ 
surance Bill. The former bill sought 
to provide insurance cover to I act cries, 
buildings and machines against damage 
resulting from enemy action. The 
term “building” was defined in the bill 
to include residential houses for the 
stall and other connected premises with¬ 
in a radius of three kilometres from the 
main building. The latter bill intended 
to give a similar insurance cover to 
goods held for purposes of sale or sup¬ 
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ply in course of business and goods in 
transit. 

Based on similar enactments in 1962 
at the time of Indo-China War, the 
two measures limit the union govern¬ 
ment's liability as the insurer to 80 per 
cent of the insured value of the property. 
The annual premium rate is subject to a 
maximum of three per cent of the sum 
assured. The government’s liability 
in respect of the insured property would 
be discharged either by payment in 
cash or by reimbursement of the cost of 
restoring the insured property to the 
condition in which it was before the 
damage. In the case of an undertaking, 
the government may also provide as a 
condition precedent, that it should be 
removed to some other locality. The 
insurance cover would be provided in 
the event of losses or damage through 
explosions or through adoption of 
scorched earth policy by the enemy or 
“denial” measures. 

The bill relating to the insurance of 
undertakings makes it clear that the 
insurable property would include fac¬ 
tory buildings, plants and machinery 
and materials used in or by the factory, 
gas and electric supply undertakings, 
inland vessels, standing tea crops, min- 
ing equipment and installations of oil 
companies. It will exclude goods in¬ 
surable under other legislations. 

Special Situation 

The two bills were welcomed by the 
House as a necessary measure to meet 
the special situation created by the 
Pakistani attack on our border. The 
schemes under the two bills, it was as¬ 
sured by the Finance Minister, Mr Y. B. 
Chavan, would be drawn up quickly. 
Mr Chavan did not agree to the sugges¬ 
tion oI some members that crops and 
cattle in the border areas should also be 
insured against war damage. He, 
however, made a commitment that the 
losses suffered by the people in the bor¬ 
der areas would be made good upto 
a certain extent through cx-gratia pay¬ 
ments. 

The bill to provide for elected district 
councils for the hilly areas of Manipur 
was generally hailed. The Jayanti 
Shipping Take-over and the Asian 
Refratories Acquisition bills were adop¬ 
ted without much discussion. 

In a statement made in the Lok 
Sabha on Thursday, the Minister for 
Petroleum and Chemicals, Mr P. C. 
Sethi, announced that the government 
had recommended to state govern¬ 
ments to introduce rationing of kero¬ 
sene immediately. This, he assured the 
House, however, did not mean that 
there was a shortage of kerosene. There 
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were enough stocks in the country, he 
stated, for meeting the legitimate 
needs. 

The recognition of Bangla Desh — 
known as the Gana Praja Tantri Bangla 
Desh — by the government of India 
briefly reported in this column last 
.week. The announcement was greeted 
with thundrous applause. In a state¬ 
ment on the subject, the Prime Minister 
said that “the government of Bangla 
Desh have proclaimed their basic prin¬ 
ciple of State Policy to be democracy, 
socialism, secularism and establish¬ 
ment of egalitarian society in which 
there would be no discrimination on the 
basis of race, religion, sex or creed. 

Foreign Relations 

In respect of foreign relations, the 
Bangla Desh government have ex¬ 
pressed their determination to follow a 
policy of non-alignment, peaceful co¬ 
existence and opposition to colonialism, 
racialism and imperialism in all its 
manifestations. These are the ideals to 
which India is also dedicated”. She 
felt confident that “in future the go¬ 
vernments and people of India and 
Bangla Desh, who share common ideate 
and sacrifices, will forge a relationship 
based on the principles of mutual 
respect for each other's sovereignty, 
territorial integrity, non-interference 
in the internal affairs, equality and 
matual benefit.” 

In a statement in the Lok Sabha on 
Wednesday, the Defence Minister, Mr 
Jagjivan Ram observed that Pakistan 
had failed to achieve even marginally 
the objectives it might have set for itself 
when it launched the pre meditated 
attack on Indian airfields and its ground 
forces moved across our borders on the 
evening of December 3. He graphically 
described how the Pakistani aggression 
had been beaten back on various fronts 
and the gains which had been scored 
by our forces in Bangla Desh in the 
east and at various places in the west. 

Gratuity Bill 

A bill setting out a uniform pattern 
ol gratuity for industrial workers all 
over the country was introduced in the 
Lok Sabha this week. It envisages the 
payment of gratuity to all workers in 
factories, plantations, shops, estab¬ 
lishments and mines — drawing wages- 
upto Rs 750 per month — on superann- 
ation. retirement, resignation, death 
or total disablement due to accident or 
disease, at the rate of 15 days* wages — 
based on the last wages drawn — 
for every completed vear of service or 
part thereof in excess of six months, 
subject to a maximum of 15 months 
wages. Wages have been defined in the 
biji as basic emoluments plus dearness 
aPowance. 
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WINDOW ON THE WORLD 

Outlook on Eire, Bulgaria & Turkey 

* 

JOSSLEYN ^ENNESSY 


LONDON . 

1 

LIRE 

The Irish economy is in partiul recovery 
after a poor performance in J970. 
Growth of GNP is now at an annual 
rate of about three per cent, but this has 
had little influence on the seven per cent 
unemployment that existed in 1970. 
Although the rate of increase of prices 
is falling, the control of inflation 
remains, as every where, a major 
problem. A deficit on the current 
account of the balance of payments is 
expected to inciease in 1971. 

Inflation : Inflation in 1971 is 
expected to be reduced to six per cent 
compared to 8.2 per cent for 1970, the 
highest ever recorded. A large margin 
of spare capacity exists indicating that 
the inflation does not arise from de¬ 
mand. Wage negotiations are influenced 
by a few key settlements, which set the 
pattern for a round of wage bargains, 
thereby maintaining the traditional 
pattern of differentials. In the hope 
of curbing the inflationary trend the 
government persuaded employers and 
trades unions to accept a voluntary wage 
freeze. As a result, t he growth ot wage 
rates is expected to be 10 per cent this 
year, compared to 15 per cent for 1970. 
Earnings are, however, likely to rise by 
more than 10 percent because pf pre¬ 
vious settlements and wage drift. The 
usefulness of this freeze, as of all free¬ 
zes, ts therefore limited: growth of 
earnings is still exceeding growth of 
productivity. However, it might resolve 
industrial unrest (which in 1970 dis¬ 
rupted economic performance) and help 
business confidence. 

Measures to Curb Inflation 

In addition to the freeze, the govern¬ 
ment has taken other measures to curb 
inflation. Despite some pressure for ex¬ 
pansion, the April, 1971, budget was 
fairly neutral. Expenditure was in¬ 
creased by only £9 million, and this is 
being financed by higher income and 
purchase taxes. Only one con¬ 
cession was granted to industry, namely 
the introduction, for two years, of free 
depreciation for all plant and machi¬ 
nery. A substantial increase in the rate 
of * company tax, imposed in the 
autumn of 1970, was not repealed. 

Balance of Payments* In 1970 the 
# deficit on current account was £62 
million, a reduction of £7 million from 


the record level incurred m 1969. This 
improvement is explained by a 26 per 
cent rise in exports and only a 15 per 
cent rise in imports. For 1971 the latest 
forecast is that the deficit will rise to 
£86 million. This, however, is based on 
a deterioration in the first quarter of the 
year, and the current account is at pre¬ 
sent improving. Exports for the first 
half of 1971 have increased by 18 per 
cent, while imports have risen by 20 per 
cent, but recent trends suggest that a 
reduction in the trade deficit may be 
occurring. There is also likely to be a 
rise in the invisible account surplus 
which will primarily reflect a rise in 
earnings from tourism. For the tourist 
industry 1970 was a lean year because 
of the strife in Northern Ireland. How¬ 
ever, the nominal revenue from tourism 

expected to rise in 1971 it only because 
of higher prices. Despite imbalances 
on both current and trade accounts, 
total reserves in July. 1971, amounted to 
$797 million, a rise of $87 million com¬ 
pared to a year earlier. 

Growth: Last year’s growth rate of 
less than two per cent was the lowest 
since 1966. Contributory to this poor 
performance were the failure of exports 
to expand as expected and insufficient 
industrial investment. Following an 
increase of 20 per cent during 1969, 
capital expenditure was stagnant in 
1970. 1 his was attributable to a fall in 
public investment (which in 1969 was 
one half of gross domestic capital for¬ 
mation), strikes and slack demand. 

Foreign Projects 

Development in Ireland depends 
primarily on the inflow of projects from 
abroad, and the Industrial Develop¬ 
ment Authority exists to encourage the 
flow. In the last decade, it has helped 
to establish some 500 industrial pro¬ 
jects,’ of which more than 60 per cent 
were sponsored by foreign companies. 
Generous incentives offered to encou¬ 
rage such development include exemp¬ 
tion from profits tax for newly estab¬ 
lished firms for 15 years with partial 
exemption for additional years; train¬ 
ing grants; freedom to repatriate profits; 
and up to 25 per cent of the cost of new 
investment payable as investment 
grants. Ihe Industrial Development 
Authority is at present engaged on an 
industrial plan for the economy; in the 
past, industrial investment has been 
largely ad hoc. 

In the agricultural sector, output 
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grew slowly in the past decade, despite 
a high productive potential mainly 
because of lack of markets. The Euro¬ 
pean Economic Community, a natural, 
market for Ireland's agricultural pro¬ 
ducts, is heavily protected by its com¬ 
mon agricultural policy. Britain, the 
principal buyer ol Irish lood products, 
provides only limited opportunity for 
expanded production because of its 
import quotas. Hence it is probable 
lhai Irish agriculture will continue well 
below capacity. Agricultural growth is, 
however, likelv to follow membership 
of the EEC. 

The Common Market: The success of 
Ireland’s negotiations with the EEC 
depends ultimately on the outcome ol 
the British application. Britain supplies 
more than hall of Irish imports and 
provides a market for over two-thirds 
of exports. Ireland must, therefore, be 
bound by Britain's acceptance or re¬ 
jection of the terms offered by the EEC. 
Nevertheless, under the Irish constitu¬ 
tion a referendum on EEC', membership 
is obligatory and binding. 

Divided Opinion 

Opinion regarding entry remains 
divided. The National Farmers’ Asso¬ 
ciation, the Confederation of Irish 
Industry, and the main opposition party, 
support entry, while small businessmen, 
small farmers and fishermen are 
opposed. Anti-marketeers tear that 
membership will cause higher unemploy¬ 
ment. Many tradc»unionist$ attribute 
current unemployment to a rise in free 
trade, and they believe that increased 
competition in the domestic market 
resulting from the abolition of tariff' 
barriers under the 1965 Anglo-Irish 
Area Agreement has caused a number 
of factory closures, Ireland is requesting 
special consideration for a number of 
industries including steel, motor vehi¬ 
cles and fishing. In addition, Ireland 
wants regional development aid and a 
special transition period before the 
free movement of labour is permitted- 

Outlook; Given an expected dec¬ 
line in the immediate future of ihe 
expansion of world trade, some de¬ 
celeration in the growth of Irish exports 
must follow. It is expected that exports 
will rise by 7-8 per cent in volume this 
year, and that this will be inadequate to 
offset a marked worsening in the trade 
deficit that occurred in the first quarter 
of 1971. At present a recovery is taking 
place and this should help next year’s 
, trade account. 

Growth is expected to bo only three 
per cent this year. Investment may be 
stimulated by the removal of some un¬ 
certainty concerning inflation but the 
profit squeeze and the high corporate 
tax rate, together with margins of excess 
capacity, may discourage any such rise. 
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Disposable income and personal con¬ 
sumption are expected to rise by three 
per cent per annum. The growth rate 
is likely to be insufficient tomop up the 
margin of excess capacity in the eco¬ 
nomy, so that unemployment will be 
only reduced. 

II 

BULGARIA 

Under a new constitution adopted m 
July this year the former National 
Assembly Presidium has been replaced 
by a Slate Council combining 
legislative and executive functions. Its 
first chairman, the former Prime Minis¬ 
ter Mr Todor Zhivkof, has further 
strengthened his positi on. He has been 
in power since 1954, longer than any 
other party leader. 

Richard Davy, a special eorrepon- 
ilcnt of the London Times recently re- 
ported, “Bulgaria is now unique in 
eastern Europe. She is the only country 
that has given no visi hlc trouble to her 
rulers ur to the Soviet Union since the 
end of the second world war. No riot¬ 
ing workers, no dissident writers, no 
revolting students, no fruitless gestures 
of independence have ruffled her 
placid surface. No Soviet tanks have 
rumbled through her capital. Only 
some brutal trials in the 1940s and an 
abortive coup in 1965 have suggested 
anything more than a country at peace 
with itself," 

The past jew years' tentative moves 
towards greater freedom for factory 
managers have been halted and Bulgaria 
has returned to fully centralised control. 
Despite a comparatively high record of 
growth - industrial production has 
been rising by some 10 per cent annually 
and national income by eight per cent— 
productivity and profits have been un¬ 
satisfactory. absenteeism and labour 
migration arc high, and several key 
industries, particularly building, have 
been lagging behind targets. These short¬ 
comings were attributed to the greater 
managerial freedom and from the be¬ 
ginning of 1971, therefore, responsibility 
for expenditure, foreign trade, capital 
investment and marketing has been 
returned to the large vertically integra¬ 
ted trusts which used to act only as 
connecting links between enterprises 
and their related ministry. The number 
of these corporations has been reduced 
irom 120 to 65 and, at the same time, 
two banks, founded only two years ago 
to take over responsibility for financing 
industry and agriculture respectively, 
were merged with the National Bank. 

In the agricultural sector, collective 
farms are to be replaced by 150 ^agro¬ 
industrial complexes ” each covering 
between 50.000—100,000 acres, in the 


hope that large-scale management will 
reduce production costs. 

Output in recent years has fallen 
seriously short of the ambitious target 
for the sector, but investment, neverthe¬ 
less, remains modest compared with the * 
large sums being directed to heavy in¬ 
dustry. Moreover, farming still provides 
60 per cent of exports and over a third 
of the national income. During the next 
five years it is hoped that output will 
rise by 20 per cent, with exj enditure 
mainly on fodder and fertilisers, on 
improving livestock and on automation. 
The aim is that the proportion of the 
labour force at present working on the 
land—40 per cent — should be halved 
within the next three years. 

Integration with USSR 

Bulgaria provides the Soviet Union 
with a dependable strategic foothold 
in the Balkans, and links between the 
two countries are tight. Bulgaria’s 
new constitution, for example, is the 
first in eastern Europe formally to join 
foreign policy with that of the USSR 
and to recognise the doctrine of limited 
national sovereignty. 

The steady economic expansion re¬ 
corded under the 1965-70 programme 
was based on large-scale investment in 
machine building, electrical engineering, 
shipbuilding, chemicals and power 
generation made possible by an esti¬ 
mated £250 million in credits from the 
USSR. Bulgaria is also heavily depen¬ 
dent on Russian fuel and raw materials. 
An estimated £160 million is to be pro¬ 
vided by the USSR under the current 
plan and the two countries’ develop¬ 
ment is to be increasingly ^co-ordi¬ 
nated". For example, Bulgaria is al¬ 
ready producing batteries foi cars that 
are being built in the Soviet Union, 
and takes payment not in cash but 
consignments of cars. Nearly 60 per 
cent of the country’s total foreign trade 
is with the Soviet Union, a proportion 
which is to be raised still further (to 
68 per cent by 1975) with an increase of 
three-fifths in transactions between the 
two countries. 

On this situation Richard Davy com¬ 
mented: “Ordinary people sometimes 
feel their national pride a little injured, 
and they grumble about such things as 
Russian tourists dancing to strident 
Russian music in their restaurants, but 
even they cannot see an obvious or 
easy alternative. Instead of trying to 
change the system they Jearn to use it. 
Behind the orderly front of state social¬ 
ism there is an oriental market in goods, 
jobs and favours. Know the right 
people, do someone a favour, have a 
cousin in a ministry and with a bit of 
luck you can graduate from a Marks 
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and Spencer sweatei to a better job, 
and eventually a Mercedes car”. 

Total trade is tp expand by up 
to two-thirds over the 1971-75 plan. 
Transactions wjfh other Comecon mem¬ 
bers are to continue to grow (82 per 
cent of trade is to be conducted witb 
eastern Europe by 1975), and a con¬ 
siderable proportion of the remainder 
is with developing countries. There is, 
therefore, only limited scope for trade 
with non-communist nations, whose 
share of the Bulgarian market has fallen 
steadily from a peak of nearly a fifth 
in the mid-1960s. Opportunities will 
depend largely on Bulgaria’s success in 
achieving economic expansion and wilt 
be confined largely to sophisticated 
machinery and capital goods, petro¬ 
chemical plant, machine tools, compu¬ 
ters and electronic components. Be¬ 
cause of the return to central govern¬ 
ment control, it will generally be possible 
for non-communist exporters to meet 
the end-users of their products only un¬ 
der the supervision of the relevant 
Foreign Trade Enterprise or at the 
Plovdiv trade fairs, in addition, the 
institution, Tntercommerce, was estab¬ 
lished two years ago to facilitate barter 
and switch dealings, and other state 
organisations have been established to 
represent western interests, largely by 
individual country. A five-year agree¬ 
ment was signed between the United 
Kingdom and Bulgaria in April, 1970. 

Consumer Goods 

In the following August a large 
exhibition of Bulgarian engineering, 
chemical and metal products was held 
in London and in December, 1970, an 
ECGD-backcd credit of nearly £6 mil¬ 
lion was granted to Bulgaria to buy 
British capital goods and associated 
services. There is a growing demand for 
long-term industrial co-opcration and 
also for licences for the manufacture in 
Bulgaria of consumer goods both to 
supply the domestic market and to ex¬ 
port to other eastern bloc countries. 
Bulgaria may, however, request an 
increase in the UK quotas applying 
to many of its traditional exports (fruit, 
vegetables, cereals and textiles, for 
example) before British proposals are 
considered. Britain’s main exports to 
Bulgaria consist of machinery, textiles 
chemicals and iron and steel. 

Outlook : It should be possible fin 
Bulgaria to maintain steady economic 
expansion. In contrast with most other 
Comecon countries the growth plan¬ 
ned in the 1971-75 programme will 
come largely from expansion in heavy 
industry and from automat ion; targets 
for particular sectors include a tenfold 
increase in computers by 1975 compar¬ 
ed with 1970, a 100 per cent increase in* 
the output of machine tools and iron* 
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& rise of over 50 per cent in electric 
power supplies and increases in plas¬ 
tics, synthetic rubber and chemicals. 
The tourist industry is to be expanded 
(there were 21 million visitors in 1970 
and three million wetfe expected this 
year), while a notable infrastructural 
project is a 215 mile motorway from 
Sofia via Polvdiv to the Black Sea. 
Investment in the consumer sector 
will concentrate on improving produc¬ 
tive capacity. 

Import Regulation and Payments: 
Import licences arc granted by the 
Ministry of Foreign Trade, but their 
issue is normally assured once the 
Bulgarian Slate Enterprise responsi hie 
is satisfied with the terms of a con¬ 
tract. Commercial transactions with 
non-communist countries are con¬ 
ducted through government Foreign 
trade organisations to which the neces¬ 
sary foreign exchange is made avail¬ 
able. There are no difficulties with 
payments for exports to Bulgaria, 
provided that the terms of contracts 
are strictly observed. 

in 

TURKEY 

The economy is still recovering from 
the political crisis of March last when 
army generals forced the resignation 
of the then Prime Minister, Mr Suley¬ 
man Demirel. He has been succeeded 
by Professor Erim, an independent 
acceptable to all political parties and 
who has wide support in the country. 
His cabinet of 24 men and one woman 
comprises only 11 parliamentarians, 
the others have economic, legal and 
technical backgrounds. The new admi¬ 
nistration is seeking, at the army’s 
insistence, to accelerate development 
unimpeded by political problems, such 
as an extremely democratic consti¬ 
tution and a slender parliamentary 
majority, which con trained Ihc pre¬ 
vious government. 

A programme of reforms was an¬ 
nounced by the new government in 
April last. Land reform is a high pri¬ 
ority, but also covered are education, 
fiscal affairs foreign trade and invest¬ 
ment, electoral Law and the Constitu¬ 
tion- The changes are less radical than 
expected, although further measures 
recently taken to contain a majority 
of extremists show that the govern¬ 
ment is determined to take strong 
action when necessary. Although the 
economy has not been brought to a 
standstill by the recent political events 
the upheavals have moderated the 
trading and production gains expected 
to follow the devaluation and other 
measures of a year ago. 

* Trade : The trade deficit for the 
first three months of 1971 has narrowed 


substantially (especially if regarded in 
terms of dollars) compared with a 
similar period in 1970 but, because the 
normal trading pattern has been con¬ 
fused recently, the figures may be mis¬ 
leading. Imports of investment goods 
• grew taster than other commodities, 
while agricultural products, especially 
cotton, were the most rapidly increas¬ 
ing exports. New regulations were an¬ 
nounced in May, 1971, causing a dis¬ 
ruption of trade which is only now being 
disentangled. The foreign exchange 
position has cased considerably since 
the crisis of 1970. Receipts from Tur¬ 
kish workers abroad more than doub¬ 
led over the first lour months of 1971 
compared with 1970, while tourism 
should contribute a useful surplus by 
the end of the season with the prospect 
of a substantial increase in years to 
come, especially after 1973 when a 
bridge across the Bosphorus will be 
completed, opening the way to Asia 
for Europe’s motorised millions. 

Loan Agreements 

^ Additional currency is provided by a 
number of loan agreements including 
one from the UK arranged in April 
1971, to cover a £6 l million fertiliser 
project, another from Ttaly for some 
£6 million, and a third from France 
worth about £8 million. Gold and 
foreign exchange reserves amounted 
to $442 million in June, 1971, a rise 
of $224 million compared with a year 
earlier. 

Growth and Investment : During 
last year GNP grew by about 5' per 
cent, a drop of one per cent from the 
average of the last seven years. Nor is 
the seven per cent annual growth target 
for the current five-year Plan likely to 
be achieved this year. The disruption 
of trade has already caused production 
losses, while new regulations may result 
in a serious reduction of foreign invest¬ 
ment. Government support "will now 
be given to foreign projects which 
meet severe restrictions: they must 
provide technologies not previously 
introduced into Turkey, must oiler 
export potential particularly with re¬ 
gard to price and quality in the EEC 
market, and it must be shown that the 
project could not otherwise be under¬ 
taken with domestic financial resources. 
Even more significant than these restri¬ 
ctions, which give wide scope for admi¬ 
nistrative intervention, is a stipulation 
that Turkish shareholders must own a 
controlling proportion of the equity. 
This move ha$ been taken to safeguard 
the economy from what are regarded as 
excessive profit transfers out of the 
country, despite the fact that there has 
been a substantial net inflow of funds 
since the 1950s ! A further deterrent 
to the continued inflow of foreign 


private capital is the possibility oi 
nationalisation, 

Domestic investment in the public 
sector may also be cut to reduce a 
budgetary imbalance which has, in the 
past, stoked inflationary pressures. Re¬ 
tail prices have been rising rapidly: 
during tlu* ( l2 months to March, 1971, 
the index in Ankara rose by 14) per 
cent, 

Agriculture ; Proposals for land re¬ 
form could have a far reaching impact 
on the two-thirds oi the population 
who still live on the land. The aim is 
both to break up the few large estates 
which remain and to prevent a further 
reduction in the si/c of small-holdings; 
the average family farm is only about 
19 acres. In addition, there will be 
further development oi co-operatives 
which, it is hoped, will encourage the 
introduction of more sophisticated 
farming. The hope is to strengthen the 
economy by increasing the country’s 
self-sufficiency in food, as well as by 
raising the output of such major ex¬ 
ports as tobacco, cotton and dried fruit. 

Industry : Some modifications to 
the current five-year Plan are expected 
in order to keep expenditure in line 
with revenue. There should not, how¬ 
ever, be any change in the emphasis on 
industrial expansion, with both public 
and private sectors working in con¬ 
junction. The private sector, which ac¬ 
counts for almost three-quarters of 
Turkey’s industry, # will remain res¬ 
ponsible tor the development of manu¬ 
facturing, while the government will 
concentrate on infrastructure. Reorga¬ 
nisation of the state-owned industries 
is also scheduled by the new adminis¬ 
tration. 

Faster Rise 

Industrial output for the first three 
mouths of 1971 rose faster in the major 
industries than during 1970 but the 
restriction on supplies of imports has 
caused production difficulties. Pros¬ 
pects are not, however, too bleak. 
Trade is flowing again and some for¬ 
eign investments continue to thrive. 
For example, two EEC motor manu¬ 
facturers have recently opted to take 
minority holdings in their plants. Such 
investment may, however, be except¬ 
ional; if the present criteria for foreign 
participation are rigorously applied, the 
speed of Turkey’s advance could be well 
below the potential, and perhaps in¬ 
sufficient to enable the economy to be 
strong enough by 1992 to accept lull 
membership of the EEC as is planned. 

Import Regulations and Payments ; 
Licences are required for all imports, 
which are divided into lists subject to 
periodic revision : goods which are 
not included on either list are prohibited. 
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The first list, divided into two parts, article h based on reports kindly sup- 
mcludes liberalised goods : licences plied to me by the Economic Intelligence 
lor goods on the second list are ulioca- Department of Barclays Bank Ltd (54 
fed on a basis of global quotas. There Lombard Street, London E.C. 3P : 
are some administrative delays in pay 3 AH), but the bank is responsible 
merits for exports to Turkey. neither lor the emphasis of my sum¬ 

maries nor lor my comments, based on 
Sources ant! acknowledgements J This a variety of sources. 

Monetary Crisis in Perspective 

E-B, BROOK 


VIENNA : 

Won i iu< leadiny industrial natmiiN 
continue to look for a satislactory solu¬ 
tion of the perplexities caused by the 
American refusal in August to conti¬ 
nue exchanging the dollar against a 
fixed quantity of gold and simul¬ 
taneously clapping on a ten per cent 
surcharge on imports to the USA. the 
problem moves the Group of Tun from 
one session and one capital to another. 
After two failures in London and 
Washington and a nearer success in 
Rome the Group is to meet again in the 
IJS capital before ('hnstimas i<> ti> to 
fix terms. 

So much U written of the rights and 
wrongs in this matter that it seems 
more profitable to look briefly at a few 
tilings that have been going on in the 
meantime, several of them significant. 

The most important quarter to look 
at iirst is the USA itself, an agricultural 
and industrial giant whose foreign trade 
accounts for only about four per cent 
of its wealth. This is a fact on which 
only the So\ icl Union could put up 
some comparison with the USA. All 
the rest depend far more heavily on 
foreign trade for their wealth and, part¬ 
ly for this reason, fail to understand 
the slow-moving nature of American 
decisions on foreign exchange values. 
Most of the rest, too, have less 
money invested abroad commercially 
in subsidiaries than has the USA 
which has all of 78 billion dollars 
invested, mostly in Europe and Canada. 

These two facts and the knowledge 
ihat it has, while reaping no little pro- 
lit from its investments in Europe and 
elsewhere, been carrying much of the 
financing and defence burden there also, 
make the USA not a little aloof to pro¬ 
tests, indignation and threats of rep¬ 
risal. Hs current relaxation of several 
import restrictions towards China 
and the USSR and, above all, the Com¬ 
merce Secretary's long visit to Moscow 
to explore commercial possibilities, 
are, in one sense, the USA's answer to 
west Europe's protests. With an elec¬ 
tion ahead of him within a year Presi¬ 
dent Nixon wants to be seen at home as 
a champion of peace, an opener of 
avenues to US trade and as defiant to 
west Europeans who arc seen as open¬ 


ing evei wider areas of commercial e\- 
Uiisjor. 

Idle US mood has been illustrated by 
the answer returned by its National 
f oreign Trade Council to home critics 
who asserted that foreign investments 
by American companies hurl domestic 
production and restricted opportunities 
for exports. The Council's reply was 
based on a study ordered by President 
Nixon as part of his new economic 
programme whose aim is principally 
to redress the USA's balance of pay¬ 
ments imbalance. It made good rea¬ 
ding for home consumption but less 
pleasant for west Europeans. 

Japan, unlike the USA. depends very 
heavily for its national wealth on com¬ 
merce and is in a much more vulnerable 
position in the current manoeuvrings. 
A Japanese government trade agency 
lias, possibly with an eye to value of 
exaggeration, declared that ‘*tbe trans¬ 
formation now in progress is potentially 
able to wipe out the Japanese econo¬ 
my/' The many men of long vision 
in Japanese commerce have seen 
this “transformation"' coming lor 
some years and have been preparing 
other selling centres than the USA to 
receive ihe products < f it"* busy in¬ 
dustries. 

Unlike the USA, also. Japan has not 
hesitated to co-operale in areas of 
mutual interest with the Soviet Union 
— in timber, mineral mining, coal and 
in port construction - and admits in¬ 
creasing quantities of Russian imports 
in part payment for the service of Japa¬ 
nese industrial skills, used especially 
in eastern Siberia. 

But Japan's greatest effort, despite 
local resistance, is in western Europe 
where well-founded powerhouses of 
Japanese industrial, commercial and 
banking experts have been established 
in the" most important commercial 
cities. In Dusseidorf there is a perma¬ 
nent Japanese business community 
of 1500 representing 100 companies. 

Western Europe has always kept a 
wary eye on Japan’s industries and com¬ 
merce and has becomee specially wor¬ 
ried about them since the famous Zeiss 
company in Germany suddenly an¬ 


nounced last autumn it could no longer 
make and sell its Voigtlander and 
some Zciss-Ikon cameras profitably 
because of the global competition from 
Japan. Part of the reason may have 
lain in exchangerates — with the mark 
« 13 per cent up since the post-war rate 
was fixed and the yen unmoved and 
heavily undervalued. But the Euro¬ 
peans have also for some years been 
too complacent and obstinate and the 
Market has so far rejected Tokyo's 
terms for an association and trading 
agreement. Since Japan must make up 
at least some of the slack it is losing in 
the USA now it is concentrating on 
high technology goods in west European 
markets and, as in the USA, is moving 
into direct investment in Europe. 

Order of the Day 

Foreign direct investment -- which 
always runs the risk of nationalisation 
(the US has factory and petroleum 
affiliates in France alone worth 12 bil¬ 
lion dollars at hazard) and amalga¬ 
mation by industrial giants arc the order 
of the clay to help take the strain of 
foreign exchange risks. The Swedish 
Volvo and the French Peugeot and 
RenuaJt car firms are co-operat mg close¬ 
ly; a large German and a Dutch steel 
corporation has been formed from two 
major producers in each country; in 
ltuiy the large conglomerate Monte- 
catini Edison has acquired the ma¬ 
jority holding in the nation's largest 
pharmaceutical company (to stop its 
purchase by American firms) and the 
largest US clothing firm and the Japa¬ 
nese ltoh Trad mg Company, the world's 
largest textile company, are seeking to 
establish a new, jointly-owned US 
textile company which proposes to 
operate also in both west and east 
Europe and in Asia using joint “task 
forces/' 

Meanwhile, bankers and foreign ex¬ 
changes have been doing very well out 
of ‘moating’ rates and now argue that 
there is no difference essentially bet¬ 
ween these rates and the International 
Monetary Fund's proposed fixed 
rales with wider permissible margins 
for rise and fall. This is a mercantile 
view ; the national banks do not accept 
that market forces alone could produce, 
certainly and permanently, the appro¬ 
priate structure of exchange rates. 
They wish to see revaluation at 
“realistic" rates which do not prejudice 
their economies' immediate competi¬ 
tive positions, national plans for reduc¬ 
ing unemployment (one million in Bri¬ 
tain and another million in Italy) or for 
faster economic growth. It is these pre¬ 
cautions that help to make progress by 
the Ten tantalteingly slow; the Euro¬ 
peans are not ready to commit them¬ 
selves in trade nor the Americans to 
offer the dollar for sacrifice. * 
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Tm: war, so far, has been going well 
ibr us. Indeed it has been going unex¬ 
pectedly well in many respects/ That 
our forces would be able to thrust 
swiftly and deeply into the soft under¬ 
belly of the enemy could of course have 
been anticipated. The progress on 
the ground of our military operations 
for liberating Bangla Desh and the ad¬ 
vance towards Dacca are therefore not 
a matter for surprise. But the prompt 
annihilation of the Pakistani military 
presence in the air over Bangla Desh 
has been an unexpectedly impressive 
achicvcncmcnt of our air force and 
our anti-aircraft ground installations. 

A larger surprise element has been 
seen in the knock-out blows struck 
by our naval forces at the Pakistani 
naval strength whether based on 
Karachi or operating in the Bay of \ 
Bengal. Even more unexpected, 
finally, is the superiority achieved, 
both in strategy and tactics, by 
our air force on the western front. 
One direct result of this superio¬ 
rity is that military or otherwise tempt¬ 
ing targets for the enemy in northern 
India have so far remained cither un¬ 
troubled b> the unwelcome attentions 
of his bombers or have escaped for the 
most part with minimal or merely 
marginal damage. 

More important still, our ground 
forces, thanks to the effective air 
cover provided for them, have been 
able to operate relatively freely and 
with limited loss of life or equip¬ 
ment in complex or even perilous 
engagements along the Punjab or 
Kashmir borders where the most deter¬ 
mined battles of this war must necessa¬ 
rily take place, f inally, the success of 
our offensive in the Banner sector has 
been in the nature of a bonus since it 
has not only given a very considerable 
psychological boast to the morale of 
our lighting men and lhcir leaders, but 
has also had the most reassuring effect 
on the civilian communities in the bor¬ 
der districts of Rajasthan. 

At the time of writing Saturday. 
December li, the indications are that 
the partnership of our troops and the 
Mukti Bahini may succeed over the 
week-end or immediately thcreaftei 
in taking possession of * Dacca from 
the Pakistani army of occupation. This 
may well be the turning point of this 
war since the nature of Islamabad*** 
response to this event will obviously 
decide the further course of the con¬ 
flict. A connected question is whether 
in such circumstance® the Yahya junta 
will fmd itself left to its own devices or 


be able to count on elective military 
collaboration from Peking. If the 
present leaders of China decide at all 
to enter the fray, they will have to re¬ 
veal their hand soon enough and cet~ 
tainjy not main days after the Pakis¬ 
tani troops h;ne been turned out ol 
Dacca. 

The Prime Minister warned the coun¬ 
try recently that a dark December lay 
ahead. The third week of December 
may quite possibly qualily as the dar¬ 
kest week of the dark month. Our 
defence forces have shown a high degree 
of courage, skill and dedication to then* 
country and have distinguished them¬ 
selves particularly by the spectacular 
co-ordination ol operations among the 
three Arms. The civil population for 
its part has pulled itself together in 
unity and has remained calm and confi¬ 
dent. AH these virtues of our people, 
whether they are fighting on the front¬ 
line or pursuing their normal vocations 
and fulfilling their duties of citizenship, 
may be tested fiercely indeed in the days 
ahead. The war has gone well and is 
going well, but it is not yet over by any 
means. 

- 1 : # 

Now that Bangla Desh has become a 
military fact and a political reality and 
has been duly recognised by our govern¬ 
ment, the expression ‘East Pakistan* or 
even 4 East Bengal* has ceased to have 
any meaning or use. This has been gene¬ 
rally recognised in the newspapers and 
elsewhere. It is therefore amusing 
to find that references to ‘West Pakis¬ 
tan* still persist. When there is no 
'East Pakistan*, it is obvious that there 
can be no "West Pakistan* either.What 
remain now are Bangla Desh in the 
east and simply Pakistan in the west. 
Tt seems to me that it is both logical 
and necessary that the territory of which 
Islamabad is the capital should be des¬ 
cribed by us as just ‘Pakistan*. 

The purist may say that since the 
eastern wing was the major wing of the 
state of Pakistan and since this wing 
has, so to speak, taken wings and flown 
away, the western part is hardly en¬ 
titled to be known as ‘Pakistan*. There 
could also be a further argument that 
if the western part is to be described 
as Pakistan, there could be the impli¬ 
cation of an element of secession in the 
birth of Bangla Desh. I grant that this 
point has some validity, but it is not so 
valid that it should over-rule the prac¬ 
tical merits of the proposition that the 
territory of which the capital is Islama¬ 
bad may be referred to as Pakistan and 


not West Pakistan. 1 or one thing. 
Pakistan has lately come to stand for 
certain ugly forces in national, regio¬ 
nal and international politics. These 
forces are still not only active but also 
effective in the government functioning 
iitPindi. It is therefore only fair that 
this government should be made to 
carry without any qualification the 
whole burden ol (he particular nomen¬ 
clature ‘Pakistan’ tor the present. 
As for the luturc, vve may safely leave 
it to the people m the various parts 
which still bear the yoke of the Yahya 
regime to decide how to order their 
political destiny or its details 

1 am not a pundit in these matters 
but L had always thought that there 
was a convention against newspapers or 
periodicals carrying advertisements 
specifically for liquor. An enterprising 
manufacturer seems to have discovered 
means of breaching this taboo if there 
is one. A few days ago there was an 
advertiscment which hailed the Prime 
Minister's hair style as “the silver lining 
in these days of Black ‘night”. Subse¬ 
quently, there was another advertise¬ 
ment from the same inspired source 
which 'drank' a #Moa<*t to the Indian 
gnats and Soviet nycts”. I confess 
that 1 am constantly surprised at 
man's inventiveness as well as some 
men's capacity for being quick on 
the uptake. 

Incidentally, is there a problem of 
taste here? May the Prime Minister's 
image be associated, however vica¬ 
riously, with a brand of whisky, how¬ 
ever famous as a good domestic brew? 
Moreover, is a national crisis to he 
commercially exploited even it only in 
a tenuous fashion? 

l\i tU 

1 would like to invite the attention of 
readers to the article, “An Invaluable 
Experience,” by Miss Delphi George, 
which appeared in the lndia-Caiiada 
Supplement issued with Eastern Econo¬ 
mist of December 10. Miss George, who 
is the daughter of the High Commissio¬ 
ner for Canada in India, Mr James 
George, is a disciple of the celebrated 
danseusc Srimathi Balasara swath i 
and has won critical acclaim for the 
rare sensitivity with which she has 
comprehended and is able to interpret 
the alien idiom of Bharat a Natyam. 
In her article Miss George discusses 
not only the science and aesthetics of 
this art form but also its deeper philo¬ 
sophical significance for the culture of 
which it forms so integral a part. 

V.Ii 
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Trade Winds 


F.LCXI. WAR EFFORTS 

THE Federation of Indian Chambers 
of Commerce and Industry had organi¬ 
sed recently in different centres such as 
Delhi, Calcutta, Madras, Bomba) and 
Ahmedahad, meeting of manufac¬ 
turers and distributors of essential 
commodities with a view to main¬ 
taining supplies and holding the prices 
at the pre-Emergency date level. The 
meeting* in Delhi, which was chaired 
by the Chairman of the FICCFs Inter¬ 
nal Trade Sub-Committee, Mr K.N. 
M >dr, and attended, among others, by 
M" Virendra Prakash, Commissioner 
of' Civil Supplies, Delhi Administ¬ 
ration, reviewed the immediate and 
possible supply position in two weeks' 
time of foodgrains, edible oil and 
vanspati, sugar, coal, dry cells, matches, 
cotton textiles, washing soap, tyres and 
tubes and tinned milk and baby 
food. 

Mr S. S. Kanoria, President of the 
Federation of Indian Chambers of 
Commerce and Industry, in an urgent 
communication to the presidents of over 
200 chambers of commerce, and indust¬ 
rial and trade associations in different 
centres, has appealed to them to take 
the initiative to approach the concern¬ 
ed authorities to set up a joint consul¬ 
tative machinery, so that difficultires 
may be forestalled in the way of maxi¬ 
mising production, movement of supp¬ 
lies and maintenance of fair prices of 
essential necessities, lie has also 
called upon the industrial and trade 
associations to set up vigilance 
committees to correct possible im¬ 
balances either in respect of supplies 
or prices. Businessmen have been re¬ 
quested to take an active part in civil 
defence preparations and contribute 
monetarily or otherwise as part of de¬ 
fence effort or rchablitation of either 
our brave jawans or their families. 

INDO-U.S. CHAMBER 

The American business community 
in this country has pledged full sup¬ 
port to the Indian government in the 
present crisis. The president of the 
Indo-Ameriean Chamber of Commerce, 
staled recently: “Dedicated as the 

chamber is to the progress and pro¬ 
sperity of India, it considered U an 
honour to support the government ot 
India and place our services at its dis¬ 
posal.'* The Chamber also expressed 
its deep concern at the cessation of 
foreign economic aid to India, particu¬ 
larly from the US at this time when 
such assistance was essential for sus¬ 


taining industrial progress. 7he state¬ 
ment added that as part of its support 
effort, the Chamber had drawn a four- 
point programme. It had advised 
all its members not only to maintain 
but also step up production. The mem¬ 
bers had been asked to support the 
Prime Minister's request to ensure 
price stability of their products. In 
addition they would organise material 
aid, besides actively participating in 
welfare activities for the service per¬ 
sonnel. The Chamber represents 370 
leading American and Indian compa¬ 
nies and collaborations between the 
two countries. 

EFFORTS AT SELF-RELIANCE 

A new push is being given to efforts 
at self-reliance in the context of the 
defence requirements and the aid stop¬ 
page by the USA coupled with future 
uncertainties, A special meeting of the 
National Committee on Science and 
Technology, a high powered body, was 
called by the Minister for Planning, Mr 
C. Subramaniam. The Council of 
Scientific and Industrial Research is 
also currently reorienting its research 
activities through the chain of natio¬ 
nal laboratories to fulfil the objectives 
of reducing the industry's dependence 
on imports and of accelerating the 
march towards self-reliance. 

ENGINEERING EXPORTERS' ROLE 

Reacting to the aid cuts announced 
by the United States of America and 
Japan, Mr Raunaq Singh, the Chair¬ 
man of the Engineering Export Pro¬ 
motion Council, stated that these cuts 
should be treated as blessings in dis¬ 
guise. For nearly a quaitcr of a cen¬ 
tury, we have depended on aids and 
loans. A time had come when we said 
^good-bye' to these aids especially when 
they were being used as a lever to pres¬ 
surise us. He pointed out that the 
industrial community in the country 
had enough talent and expertise to step 
up exports and meet the challenge. 
He requested the engineering goods ex¬ 
porters to take vigorous steps to achieve 
the target of Rs 17^ crores during the 
current year. 

IMPROVED INSTRUMENTS PACT 

A protocol on instrumentation was 
signed recently between India and the 
Soviet Union. The Soviet authorities 
have agreed to assist India in further 
diversifying the product range at the 
Instrumentation India Ltd. at Kotah. 


This would enable the plant to manu¬ 
facture sophisticated and modern 
range of products, 

INDIA-BANGLA CO-OPERATION 

The government of India announced 
.recently that an understanding had 
been reached with the Bangla Desh 
government on the tasks to be accom¬ 
plished by India's armed forces in 
Bangla Desh acting in concert with the 
Mukti Bahini. Three major tasks in the 
list are (i) restoration of absolute nor¬ 
malcy, (ii) restoration of essential and 
public utility services and transporta¬ 
tion facilities and (i ii) arrangement of 
speedy return of the 10 million refugees 
who fled to this country in the face of 
Pakistan army atrocities in Bangla 
Desh since March 25. 1971. 

CREDIT FOR TEXTILE MILLS 

The Reserve Bank of India announ¬ 
ced recently a temporary relaxation of 
credit restraints imposed on textile 
mills and dealers. The relaxation has 
been made to tide over the difficulties 
arising out of the war situation which 
is reported to have strained the re¬ 
sources mainly because of accumulation 
of inventories and delays in realisation 
of receivables. Following arc the facili¬ 
ties which the scheduled commercial 
banks have now been directed to offer 
for a temporary period of two months: 
(i) The stipulations relating to ‘sub- 
limits' under the working capital limits 
authorised by the Reserve Bank may be 
suitably altered so as to permit suffi¬ 
cient flexibility to provide for a shift 
in the composition of the stocks as also 
between the stocks and receivables, (ii) 
Banks may on merits increase the autlio 
rised limits against inventories, parti¬ 
cularly when these are on a pledge basis, 
suitably in cases where there has been 
involuntary accumulation of stocks. 
The raising of these limits up to a maxi¬ 
mum of 15 per cent of the exist¬ 
ing authorised limits on this basis 
would not require the prior appro¬ 
val of the Reserve Bank under the 
Credit Authorisation Scheme. (iiP 
Banks may, where warranted allow 
the extension of the period of the bills 
discounted for a short duration so that 
the total tenure does not exceed 90 
days at the request of the parties there¬ 
to. This has been suggested so that the 
mills and dealers, who have drawn bills 
for shorter maturity in normal cir¬ 
cumstances, may not face a precipitate 
decline in the credit facilities available 
against such bills. 

COTTON IN BORDER AREAS 

The union government has directed 
the Cotton Corporation of India to buy 
up all cotton, including standing crops, 
in the border area of Punjab, Haryana 
and Rajasthan at prices remunerative to 
growers. This was announced recent* 
]y by the Minister for Foreign Trade, 
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Mr L.N. Mishru, at a meeting of the 
Consultative Committee of Parliament, 
He stated that these operations were 
being undertaken in close co-operation 
with the authorities in the border dis¬ 
tricts. A team of Corporation officers 
was already in Fazilka and Abohat 
supervising these operations. 

SUGAR OUTPUT 

According to the Indian Sugar Mills 
Association, the sugar production in 
the month of October, 1971, the first 
month of the season 1971-72 was about 
41,000 tonnes as against about 58,000 
tonnes during the corresponding period 
last season. The oflf-take of sugar from 
factories during the month of October, 
1971 was about 424,000 tonnes for 
internal consumption and 19,000 tonnes 
for exports as against about 359,000 
tonnes for internal consumption and 
41,000 tonnes for exports in the corres¬ 
ponding period last season. The total 
closing stock of sugar with the factories 
on October 31, 1971 was about 

1,037,000 tonnes as against about 
1,740,000 tonnes on the same date last 
season. 

SEMINAR ON DIE CASTING 

The Zinc Alloy Die Casting Society 
organised a seminar on zinc die casting, 
together with an exhibition and compe¬ 
tition of die cast components at the 
Oberoi Intercontinental Hotel, New 
Delhi on December 1 and 2,1971, Over 
80 delegates from all parts of the 
country attended the seminar and took 
part in the deliberations. The Society 
had specially invited Mr Hans H. 
Pokorny, National President of the 
Society of Die Casring Engineers, USA, 
to participate in this seminar. Mr 
Pokorny who is one of the outstanding 
personalities in the field of die casting 
presented three technical papers, besides 
being the central figure in the ‘die casting 
clinic' in which he answered questions 
from delegates on problems relating 
to die casting. Seven other papers from 
India and abroad were read and dis¬ 
cussed during the seminar. The seminar 
and exhibition were inaugurated by Mr 
Shah Nawaz Khan, Minister of State 
in the Ministry of Steel and Mines. 

ENGINEERING SEMINAR 

The Tndian Engineering Association, 
(1EA) is holding a seminar in New 
Delhi, on December 22, 1971 to high¬ 
light the industry's contribution to, and 
potential for employment, as well as 
the requirements and inputs that arc 
necessary to translate this potential into 
reality. IEA considers the high level 
of the unemployment in the country 
is perhaps the most serious problem 
needing an urgent solution, and the 
seminar is being held to assess the scope 
and the extent of the problem, and to 
formulate, on the fines of the recommen¬ 


dations that will be made, an effective 
programme For realising the employ¬ 
ment potential of the engineering in¬ 
dustry. The seminar is to bp inaugu¬ 
rated by Mr S. ML Kumaramanglam, 
union Minister of Steel and Mines. 

POLYCHEM EXHIBITION 

‘The World of Styron’ exhibition held 
recently at Bombay was a display of 
the versatility of ‘polystyrene' -- a 
raw material for plastic moulders made 
by Polychem Ltd. Polystyrene is used 
not only to make a range of items in 
common use — from buttons to ICE 
buckets — but also industrial items 
such as grills for air-condilioncrs and 
components for the electrical and com¬ 
munication industries. Manufacturers 
have been able to produce a number of 
low-priced items for consumers all 
over the country because of the ready 
availability of polystyrene. 

AIR FRANCE FROM BOMBAY 

With immediate effect. Air France 
has decided to operate all commercial 
services both west and east bound 
' from Bombay. This is due to National 
Emergency declared by the government 
and closing of Delhi airport for Inter¬ 
national traffic. Air France will operate 
five west bound and five east bound 
services every week from Bombay. 

OUTLOOK FOR ECONOMIC AID 

The Indo-Pakistan war which started" 
on December 3, 1971, when Pakistan 
bombarded a number of our airfields on 
the western sector, has caused some of 
the donor countries to review the 
ffow x of aid to India. 

U.S.: The United States suspended 
temporarily $87.6 million in general eco¬ 
nomic aid for India that was in the pipe¬ 
line for delivery. The Secretary of State. 
Mr William P. Rogers, called in the 
Indian Ambassador, Mr L.K. Jha* to 
announce the decision. The State De¬ 
partment spokesman, Mr Charles Bray, 
said that the suspension of general eco¬ 
nomic assistance must be put in the 
context of the wish that “United States 
will not make a contribution to the 
Indian economy which will make 
it easier for the Indian government 
to sustain its military effort." Some 
$124.1 million in bank credits that 
have been irrevocably committed will 
continue to flow. 

Japan: The Japanese government an¬ 
nounced on Dec. 9, 1971, suspension of 
$91 million fresh loans to India which - 
she had committed through the Aid 
India Consortium last June. The Fo¬ 
reign Office spokesman, Mr Wada, told 
his weekly conference with foreign 
correspondents that the government’s 
decision was %i io take no action for the 
time being to make its commitment 
effective,” But the aid in the pipeline did 


not come under this decision. The aid 
in the pipeline can be frozen by other 
actions or other authorities such ns the 
Export-Import Bank. Mr Wada said 
the decision to suspend the fresh aid 
was taken in view of the “uncertain 
conditions 9 ' in the subcontinent. It 
was “not a sanction against India”, he 
said in reply to questions. Of the $91 
million aJ 'ccted by the decision, $45 
million arc for the projects Japan had 
committed at the consortium meeting, 
$25 4 million for commodities and $20 
million for steel. 

W. Germany: The West German Em¬ 
bassy described as “incorrect" reports 
that West Germany had decided to stop 
economic aid to India. A press release 
from the embassy said that German de¬ 
velopment aid might be affected only 
in such cases where the war made im¬ 
possible, or interfered with its imple¬ 
mentation. “So far, no such case has 
arisen, "it added. 

W. BENGAL INCENTIVE SCHEME 

A comprehensive set of incentive 
schemes to help the rapid realisation of 
the 16-poinl programme for accelera¬ 
ted economic growth and industrial de¬ 
velopment has recently been announced 
by the West Bengal government. The 
scheme, which will take effect from 
January 1, 1972, covers a wide spectrum, 
designed to help new industries and 
the expansion of existing ones not only 
in the small and medium-scale sector, 
but also in the large sector* Greater 
attention is to be jxiid to the backward 
areas --- Purulia, Bank uni, Midnapore, 
Murshidubad, West Dinajpur, Malda, 
Darjeeling, Hooghlv, Nadia. Bir- 
bhum, Burdwan, Jafpaiguri, Cooch 
Behur, and the growth centres * Hatdia 
region, Durgapur, Asansol, Siliguri, 
Furakkn, Kalyan Santaldth in the dist¬ 
rict of Purulia and the Kharagpur re¬ 
gion. 

I.L.O. MEET 

Mr Naval 11, Tata. President the Em¬ 
ployer's Federation of India, while add¬ 
ressing the seventh, 1LQ Asian Regional 
Conference in Teheran, on December 6. 
1971, stated that increase in lLO’s 
operational activity pertaining to popu¬ 
lation policy and family planning had 
made a definite impact on the policies 
of several Asian countries* He also 
stated that amongst the problems fac¬ 
ing the Asian countries was the piece¬ 
meal fashion in which socio-economic 
advances of the west had trickled into 
the under-developed areas of the world 
in a somewhat misguided manner. 
Mechanisation and automation, which 
emerged in the west as a natural conse¬ 
quence of the relative shortage of labour 
had found favour with some manage¬ 
ments in the labour-surplus economies 
of Asia, accompanied by considerable 
avoidable suffering and conflict. 
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MACMILLAN 

The MACMILi an (ojupan) of India 
Ltd will enter the capital market on 
December 20, 1971, with an issue of 
382,500 (8 percent) convertible secured 
loan stock 1972-87 in units of Rs 10 
each payable in lull on application for 
public subscription. The issue will 
close on December 30, or earlier at the 
discretion of the directors but not before 
December 23, 1971. The company has 
an authorised capital of Rs 1.25 crores 
and, issued, subscribed and paid up 
capital of 42.50 lakhs. At present it 
is a wholly owned subsidiary of Mac¬ 
millan Ltd, UK. 

The House of Macmillans has 
been carrying on business in this 
country for more than seventy 
years through its branches at Bombay, 
Madras, and Calcutta and a network 
of show-rooms and stockists, and pub¬ 
lishing mainly educational books not 
only in English but also in the main 
Indian languages. In recent years 
books have been printed in this country 
for export to the United Kingdom, east 
Africa Ceylon, Burma and Malaysia. 
The company has special arrangements 
with the Macmillan Group of Compa¬ 
nies in the UK lor the sale of their 
books. The company will continue 
to develop and extend the business and 
goodwill created over the years. The 
company also has plans to expand its 
activities in locally produced books for 
schools and colleges, particularly at 
the university level where emphasis 
will be placed on extending the acade¬ 
mic list. The local general list will also 
be expanded. The company will also 
extend its activities in the field of teach¬ 
ing and visual aids including 8 mm edu¬ 
cational films, overhead transparencies 
and charts. 

This issue is being made with 
the object of enabling the general 
public in this country to participate in 
the equity capital of the company. 
In anticipation of the issue, printing 
machinery has been purchased and 
buildings have been put up at a total 
cost of about eight lakh ri pecs. The 
balance of the net proceeds of the 
issue will be utilised for working capital 
requirements of the company. The 
entire issue for public subscription has 
been underwritten by the I.CM.C.I. 
(Rs. 13*00 lakhs), Unit Trust of India 
(Rs7*50 lakhs). Industrial Investment 
Tiust (Rs 5*00 lakhs). Place Siddons & 
Gough (Rs4 00 lakhs). National and 
Grindlays Bank (Rs 5* 00) lakhs), the 


Hongkong & Shanghai Banking 
Corporation (Rs 2*00 lakhs), and 
Chitra & Co. (Rs 1*75 lakhs). 

HINDUSTAN MOTORS 

The directors of Hindustan Motors 
Ltd have reported that during the year 
ended March 31, 1971, the company re¬ 
corded a credit balance of Rs 5 0 lakhs 
after taking into account a sum of Rs 
2 24 lakhs brought forward from the 
previous year and a sum of Rs 11 50 
lakhs written back from develop¬ 
ment rebate reserve no longer 
required and after providing for depre¬ 
ciation. The directors have pointed 
out that it was not possible for the 
company to show si fficienl surplus and 
pay dividend because the company 
was forced to absorb the cost infla¬ 
tion resulting from steep increase in the 
prices of steel, other raw materials, in¬ 
digenous components, stores and other 
expenses. The company was not per¬ 
mitted to increase the price of its cars 
Jo compensate for the continuous rise 
in the cost of production, which had 
resulted in continuous squeezing of its 
financial resources. During the period 
under review, general strikes, bundhs 
and hartals in West Bengal had become 
the order of the day. The disturbed law 
and order conditions in the state aggra¬ 
vated the situation. It caused not 
only loss of production, but also damage 
to the equipment, loss of wages and 
other incidental expenses. 

During the year under review', the 
company achieved a production of 
24,400 cars compared with 22,250 in 
the previous year. Production would 
have been better but for the extraneous 
circumstances slated above. The com¬ 
pany produced 1501 trucks as against 
1525 in the previous year. Dies, tools, 
jigs and fixtures set up quite a long lime 
back for the manufacture of cars were 
wearing out and the stage for their re¬ 
placement had come, stated the 
directors. Unless these dies, tools, jigs 
and fixtures were replaced soon produc¬ 
tion would be afcctcd. In the cir¬ 
cumstances it was decided by the com¬ 
pany to replace them for taking up 
manufacture of a new model in colla¬ 
boration with Messrs. Adam Opel 
Aktiengesellschaft of West Germany. 
The proposal was submitted to the 
government but had not yet been app¬ 
roved. Against the thre# AID loans 
of $40*41 million in the aggregate, re¬ 
payments of $2 42 million equivalent to 
RvS 1 *83 crores were made during the 
year. Total repayments upto the end 
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of the year under report made to AID 
amounted to $17.91 million against the 
said loan.. During the year, 2,194,20J 
ordinary shares of the company were 
issued and allotted as bonus share? in 
the ratio of one bpnus share for every 
five ordinary shares held. 

INDO-SOLEX 

Indo-Solex, a new company being set 
up in Haryana for extracting glycerine 
and fatty acids from rice bran oil and 
tallow, proposes to enter the capital 
market shortly with a public issue of 
Rs 12 lakhs comprising 75,000 
equity shares of Rs 10 each (Rs 
7.50 lakhs) and4,500 (9.5 per cent) 
cumulative redeemable preference 
shares of Rs 100 each (Rs 4.50 lakhs). 
The company’s athorised capital is Rs 
20 lakhs and issued capital Rs six 
lakhs. The company proposes to 
manufacture initially 185 tonnes of re¬ 
fined glycerine, 2,000 tonnes of double 
refined fatty acids and 400 tonnes of 
stearic acid per annum. The plant will 
be located near Soncpat. Land has been 
acquired and orders for indigenous 
machinery have been placed. Erection 
of machinery is expected to be comple¬ 
ted by June, 1972, and trial production 
to commence by July, 1972, The capital 
outlay on the project is estimated at 
Rs 41.56 lakhs, which will be met by 
share capital (Rs 18 lakhs), loans from 
the Industrial Finance Corporation 
(Rs 22 lakhs) and other borrowings 
(Rs I 56 lakhs). 

ASHOK LEYLAND 

The directors of Ashok Ley hind 
Limited have proposed to maintain 
dividend at 9*5 per cent for the year 
ended September, 1971. Its gross profit 
for the year has been around Rs 
284.62 lakhs. After providing Rs 
73.19 lakhs for depreciation, Rs 8*05 
JakhvS for development rebate reserve 
and Rs 110.50 lakhs for taxation, the 
net profit came to Rs 92.88 lakhs. 
Adding thereto a sum of Rs 55,000 be¬ 
ing surplus no longer required, the dist¬ 
ributable surplus amounted to Rs 
93.43 lakhs. From this a sum of Rs 17 
lakhs was provided for debenture re¬ 
demption reserve and the balance of 
Rs 76.43 lakhs was transferred to gene¬ 
ral reserve. The proposed dividend 
would claim Rs 73.99 lakhs and would 
be paid from general reserve, 

GLAXO 

Mr J.S. Raj, Chairman, Glaxo Labo¬ 
ratories (India) Limited* stated that the 
profit before tax in the first four months 
from July 1 to October 31, 1971, was 
not expected to be less than that of the 
corresponding period last year. Unless 
something happened to the contrary, 
the company should be in a position to 
show more cheerful results for the year, 
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he laid* The company he added, had 
secured a large export order of Rs 66 
lakhs from the Soviet Union, the deliver* 
ies of which would be phased out in 
1972. ‘ The company was looking 
forward to continued exports in the 
years to come. 

AGRICULTURAL REFINANCE CORP«. 

The Agricultural Refinance Corpora¬ 
tion has decided to increase its paid 
up share capital from Rs 5 crores to 
Rs 10 crores by issuing 5,000 fully 
paid up shares of Rs 10,000 each. The 
Reserve Bank of India will take up 
2,500 shares. Of the remaining, 1,500 
shares will be offered to Central Co¬ 
operative Land Development Bank and 
state co-operative and development 
banks and 1,000 shares to scheduled 
commercial banks, LIC and insu¬ 
rance and investment companies. The 
corporation’s shares are guaranteed 
by the central government as to the 
repayment of principal and payment of 
annual dividend at the minimum rate 
of 4.5 per cent. The issue is open from 
December 8, 1971 to January 7, 1972. 
The maximum allotment in respect of 
an eligible institution will be 10 per 
cent of the shares reserved for the class 
of institutions to which it belongs. The 
proposed issue is being made to aug¬ 
ment the corporation’s resources. 
As on November 15, 1971 the corpo¬ 
ration had sanctioned 505 schemes 
involving a total financial assistance 
of Rs 326.19 crores, its own commit¬ 
ment being Rs 278.33 crores. 

INDIA TOBACCO 

The board of directors of India To¬ 
bacco Company Limited, Calcutta has 
decided to declare an interim dividend 
of seven per cent (subject to tax) on 
December 30, J97I, for the current 
financial year ending March 31, 1972, 
payable on or after January 28, 1972. 
It may- be recalled that the Inlerim 
Dividend paid for 1970-71 was 61 
per cent (subject to tax). 

RICHARDSON HINDUSTAN 

The board of directors of Richardson 
Hindustan Limited has staled that 
net sales for the year ended June 30, 
1971, were Rs 4.83 croresas against Rs 
3.58 crores for the previous ycai. After 
providing Rs 16.68 lakhs for deprecia¬ 
tion (Rs 14.26 lakhs), Rs 1.2 lakhs for 
development rebate reserve (Rs 3.87 
lakhs) and Rs 33.50 lakhs for taxa¬ 
tion (Rs 19.0 lakhs), the company 
has earned a net profit of Rs 32.21 
lakhs as against Rs 29,5 lakhs in the 
previous year. The sales figure is ex¬ 
clusive of returns, discounts and all 
other allowances. However, the rele¬ 
vant figure for purposes of Drug Prices 
Control Order is Rs 5,7 crores, and 


profit before taxation under the same 
order comes to nearly II per cent of 
the sales of formulations. The board of 
directors has recommended the mainte¬ 
nance of the equity dividend at 10 per 
cent for year. The company has also 
proposed to issue bonus shares in the 
ratio of five shares for every fourteen 
shares held. 

LICENCES & LETTERS OF INTENT 

The following licences and letters of 
intent were issued under the Industries 
(Development and Regulation) Act 
1951 during the two weeks ended Aug¬ 
ust 28, 1971. The list contains names 
and addresses of the licensees, articles 
of manufacture, types of licences—New 
Undertaking (Nli); New Article (NA); 
Substantial Expansion (SE); Carry on 
Business (COB); Shifting and annual 
installed capacity. 

LICENCES ISSUED 

Ferrous Industries 

M/s Steel Cast Corp: Rivapari Road, 
Bhavanagar (Gujarat State) (Bhav- 
nagar-Gujarat)— (a) Carbon and man¬ 
ganese steel castings—1750 tonnes pa, 

(6) Alloy steel casting—250 tonnes pa 
(COB); The Chairman, Bokaro Steel 
Ltd: Bokaro Steel City, Distt Dhanbad 
(Bihar)— Product (a) Propos¬ 

ed installed Stage I (6) Annual capacity 
Stage II (c)~~(a) Pig Iron (6)880,000 
(c) 880,000; (a) Hot rolled sheets and 
coils ( b) 789,000 (c) 1,520,000; (a) 
Cold rolled sheets (6) 425,000 (c) 

1,000,000; (fir) Galvanised/Aluminium 
sheets* (6) 150,000 (<?) 600,000 —By 
product ; (a) Ammonium Sulphate 

(h) 36,300 (c) 60,400; (a) Pressed Naph¬ 
thalene (6)6,000 (c) 11,500; (a) Cresto 
oil (b) 10,000 (c) 16,000; (a) Crude 
Anthracene (6) 2,600 ( c ) 4,300: (a) 
Crude Pyridine (6) 120. ( c ) 120 (If 
Galvanised/Aluminised Sheets are 
not produced, the production will be 
added to Cold Rolled Sheet & Coils.) 
(NU); M/s Dates Discs (P) Ltd: 21-A, 
Janpath, New Delhi. (Ghaziabad- 
Uttar Pradesh)—High Carbon Steel 
Plates and Strips—9000 tonnes, pa 
(NA). 

Electrical Equipment 

The Superintending Engineer, Work¬ 
shop Circle, Haryana State Electricity 
Board: Dhulkote (Ambala City), 
(Ambala - Haryana) — Distribution 
Transformers rating 75 KVA & above 
only—2,000 Nos pa (NU); M/s NGEF 
Ltd: Post Bag No 5384, Bangalore-!.* 
(MYSORE) — Power Rectifiers — 800 
MW pa (NA); M/s Union Carbide 
India Ltd: 1, Middleton Street, Cal¬ 
cutta- 16 (West Bengal)—Dry Batte¬ 
ries—40 million Nos (Four crores) 
(The totat installed capacity of the 


Calcutta Unit will now be 210 million 
Nos. inclusive of the capacity of 170 
million Nos already covered by Regn* 
Certificate) (COB); M/s Emco Esta 
Capacitors Ltd: 94, Medows Street, 
1st Flour, Fort, Bombay. (Kalwa 
Industrial Area Distt Thana-Maha- 
rashtra)—(/) Power capacitors—15,000 
Nos. pa, (u) Paper capacitors— 
500,000 Nos pa (COB). 

Transportation 

M/s Motor Industries Co Ltd:j 
Hosur Road, Adugodi, Bangalore- 
30. (Bangalore-Mysore & Nasik- 
Maharashtra)—(/) Spark plugs 
14,40,000 Nos pa (36,00,000 Nos pa 
after expansion), (6) Single cylinder 
pumps—4,02,000 Nos pa (5,40,000 Nos 
pa after expansion), (67) Multicylinder 
pumps including distributor & mutifuel 
type—13,000 Nos pa (90,000 Nos pa 
after expansion),(/v) Elements, 18,00,000 
Nos pa (36,00,000 Nos pa after expan¬ 
sion), (v) Delivery Valves —15,60,000 
Nos pa (30,00,000 Nos pa after expan¬ 
sion), (v/) Nozzle Holders—4,08,000 
Nos pa 960,000 No i pa after expansion), 
(v/7) Nozzles—22,80,000 (42,00,000 Nos 
pa after expansion) (SE) 

Industrial Machinery 

M/s Mathur Greaves Ltd: C/o Mathur 
& Platt Ltd, Udyog Bhavan, Wittet 
Road, Ballard Estate, Bombay-1, 
(Poona-Maharashtra)—Centrifugal pu¬ 
mps —700 Nos pa (COB); M/s Larsen 
& Toubro Ltd: Powai Works, Kaki 
Vihar Road, P.B. ^No 7151, Bombay- 
70 (Maharashtra)—Petrol Dispensing 
pumps—2,400 Nos pa (after expansion) 
(SE). 

Engg. Industries 

M/s Indian Oxygen Ltd: Oxygen 
House, 1-34, TaratoJa Road, Cal¬ 
cutta-53 (West Bengal)—(/) Dies— 
27 Nos pa, (6) Thread Milling Hobs— 
6 Nos pa, (67) Form tools expanding 
reamers, slott drills, counterbore cut¬ 
ters faco mills and end mills 429 Nos 
pa, (/r) Jig Fixtures—123 Nos pa, 

( v) Thread ring gauges—113 Nos pa, 
(vi) Thread plug gauges—29 Nos pa, 

(r/7) Profile gauges—147 Nos pa (COB), 

Surgical Appliances 

M/s Tokushu Menon Paper Mfg 
Co Ltd: 99, Aramenian Street, Mad¬ 
ras-1. (Polal, Madras-Tamil Nadu)— 
Sensitized Recording Paper for cari- 
diograph, EEG, Echo-sounders, Oscil¬ 
loscopes etc.—4 lakhs Rolls pa (COB). 

Fertilizers 

M/s EID Parry Ltd: PB No 12, 
Madras-1 (Tamil Nadu/Mysore/Ker¬ 
ala/Andhra Pradesh/Maharashtra/Guj- 
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arat)~ Mixed fertilizers—1,52,000 ton¬ 
nes p» (COB); M/s DC.M Chemicals 
Works: Najafgarh Road,'PO Box No 
1211, New Delhi-15. (Delhi)—Gra- 
nulated Fertilizers/Mixtures—70,000 
tonnes pa (COB). 

Che micals 

M/s Sturdia Chemicals Ltd: Neville 
House, Graham Road, Ballard Estate, 
Bombay-1 (Rishikesh-lJP)—Calcium 
Carbonate (Activated and precipated) 
—11,000 tonnes pa (COB); M/s 
Bengal Chemical and Pharmaceuticals 
Works Ltd: 1, Ganesh Chander Ave¬ 
nue, Calcutta-13 (West Bengal). Pani- 
hati, 24-Parganas-Wcst Bengal)—So¬ 
dium Bichromate—1650 metric ton¬ 
nes pa 1NA); M/s Fertilizer Corpo¬ 
ration of India Ltd: Trombay Unit, 
Bombay-74 (AS). (Bombay-Mahara¬ 
shtra)—(/') Sodium Nitrite—1000 tonnes 
pa, (/V) Sodium Nitrate—3000 tonnes 
pa (NA). 

Drugs Sc Pharmaceuticals 

M/s Tata Fision Industries Ltd: 21, 
Bavelin Street, Bombay-1 (West Bengal) 
— 1. Imfivit Injection -95,000x5 ml 
vials pa, 2. Emetine Injection--3,60,000 
X-1 ml Ampuls pa (COB). 

Textiles 

M/s Paragon Textile Mills (P)Ltd: 
Globe Mill Passage, Bombay-13. (Ma¬ 
harashtra)—Art silk fabrics—90 power 
looms and 4 warp knitting machines 
acquired from Paragon Textile Mills, 
Bombay (COB). 

Fermentation Industries 

M/s Punjab Breweries Ltd: Batra 
Building, 2nd Floor, Sector- 17D, 
Chandigarh. (Pun jab) - Beer—50,000 
HLpa(NU). 

Food Processing Industries 

M/s Dcpro Foods Ltd: A-67, De¬ 
fence Colony, New Delhi-3. (Rai- 
H a rya n a)—De hyd rated Veget a ble—740 
tonnes pa (COB). 

Timber Products 

M/s Travancorc Plywood Industries 
Ltd: PO Punaiaur (Kerala State) (Pa- 
thanapuram-Kerala)—Commercial ply¬ 
wood of various descriptions—22,80,000 
Sq. mt. pa (COB). 

LETTERS OF INTENT 

Ferrous Industries 

Shri Rattan Lai Kodia: N-141, Grea¬ 
ter Kailash, New Delhi. (Bihar)-—(/) 
Centrifugally cast alloy steel tubes— 
200 tonnes pa, (//) Alloy steel castings— 


500 tonnes pa (NU); M/s Advani- 
Oerlikon (P) Ltd: Radia House, 6, 
Rampart Row, Bombay-1. (Bombay- 
Maharashtra*)—Special Electrodes— 
250 tonnes pa (NA); M/s Precision 
Fasteners Ltd: Central Bank Building, 
Bruce Street, Bombay-1. (Mahara- 
shtra)—High Tensile self-locking nuts— 
150 tonnes pa (NA); M/s lndo Boro- 
ihna Industries (P) Ltd: IS1 House, 
S-86, And heri Karla Road, Marol, 
Bombay-59 (Gujarat)—High Alloy 
Corrosion Resistant Castings—600 
tonnes pa (NU); M/s V. S. Dempo & 
Co (P) Ltd: 111, Sunder Nagar, New 
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ueim. (Bangalore-Mysore)—Steel Bars 
Shafting—12,000 tonnes pa, (<) 
Mild steel—2200 tonnes, («) ENIA— 
4400 tonnes, (iii) Alloy Steel—4400 
tonnes, (/v) Ground Bar—1,000 ton- 
nes. Total : 12,000 tonnes (NU); 

M/S Jayant Metal Mfg Co: PB No. 
7009, 16, Sayani Road, Bombay-23-DD 
- (Maharashtra)—MS Wire Nails and 
Panel pins—2,000 tonnes pa (NA). 

Electrical Equipment 


M/s Industrial Cables (India) Ltd* 
Industrial Area, Rajpura (Punjab) 
(Punjab)—Grooved copper contact wire 


He no f longer lives 
on a shoe-string 
budget 



Days of near-stSrvation are, to him, a thing of the past. v ■ 

A loan from UCOBANK has turned the tide for •" 

him to do business to the tune of Rs. 3600/- per month. 
Artisans are not the only people ~ f 

UCOBANK has helped. Retail traders. ? 

Agriculturists. Private Practitioners. (\ 

Self-employed. Small-scale exporters. t* 5 ' 

People who wanted to venture into 
Smati Scale industries. 

Take advantage of our various 
Loan Schemes and improve 
your tredo or profession. 

i 

, H*AO Of FICI: CALCUTTA 
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—300 tonnes pa. (NA); M/s Eskay In¬ 
dustries: 206, Kakad Chamber, 132, 
Df. Annie Besant Road, Worii, Bom¬ 
bay-18. (Kalya<i A Maharashtra)~Aut>CH 
mobile Headlptt lamps; (Double fila¬ 
ments) Headlight, (side and tail lamps) 
— 3 million Nos. pa. (NU); M/s NGEF 
Ltd: P. Bag No. 5384, Bangalore-1. 
(Bangalore-My sore)—-(i) Clawpole 

Generators (4,5 KW)~~300 Nos pa, (ii) 
Rectifier Unit, (iii) Volt Regulator—300 
Nos each pa. for use with above gen«T 
rator. (NA); M/s Dipak Raj Narang and 
N. Radhakrishanan: 3, Cavalry Lines, 
Delhi-7. (Delhi) — (j) Bimetal and 
Graphite contacts—7 tonnes pa., (ii) 
Carriers—5 tonnes pa. (NU); Thyris¬ 
tor power convortor equipment—50 Nos 
cubicles of assorted ratings pa. (NA); 
M/s J. Stone and Co. (I) private Ltd: 16, 
Taratolla Road, Calcutta-53. (Thana— 
Maharashtra)—(i) Major equipment for 
light house, pararfin vapour burning 
type, Electrically operated complete 
with lanterns housing, generator plants 
and associated Switchgear upto value 
of Rs 45,00,000 pa., (ii) Beacon Lan¬ 
terns, mains and battery operated appa¬ 
ratus, associated housings including 
structures and Buoys—upto value of 
Rs 37,50,000 pa., (iii) Accessories and 
spares for above type of equipment—* 
as required for the manufacture of 1 
& 2 above. (NU). 

Transportation 

Shri S.C. Chhibar: S-490, Greater 
Kailash, New Delhi. (Ghaziabad-UP. 
Faridabad-Haryana)—(i) Car wheels- 
1,20,000 Nos pa, (ii) Truck wheels— 
1,00,000 Nos pa, (iii) Tractor 
wheels -1,00,000 Nos pa. (NU); 
Shri A.H. Mitha: ll, Orion 

Oomer, Off Bhulbhai Desai Rd., Bom- 
bay-26. (Maharashtra/Gujarat)—(i) Car 
wheels—1,80,000 Nos pa, (ii) Truck 
wheels—(including 70,000 Nos of jeeps 
and jeep truck wheels pa)—2,20,000 
Nos pa, (iii) Tractor wheels—75,000 
Nos pa. (NU); M/s Automobile Pro¬ 
ducts of India Ltd; Lai Bahadur Shastri 
Marg, Bhandup, Bombay-78 (NB) 
(Bhandup-Maliarashtra)—Cover Assem¬ 
bly—L50,000 Nos pa after expansion. 
(SE); M/s Chandan Industrial Corpo¬ 
ration: 61 /5-Church gate Chambers, 5- 
New Marine Lines, Bombay-20. (Bom- 
bay-Maharashtra)—(i) Steel Rules— 
20,000 pcs. pa, (ii) Engineering Draw¬ 
ing sets — 20,000 sets pa. (NU).; M/s 
Aluminium Mfg. Co. Ltd: 2, Jessore 
Road, Dum Dum, Calcutta-28. (24- 
Parganas-West Bengal) Finished auto¬ 
mobile aluminium components—880 
tonnes pa (NA). 

Industrial Machinery 

M/s Vipin B. Khimji: C/o Akay In¬ 
dustries, Shivsagar Estate, Block 4 A* 
8th floor, Dr. Annie Besant Road, P.B. 


No 6551, Worii, Bombay-18. (Hubli- 
Mysore)—(i) Process pumps—600 Nos 
pa, (ii) Marine pumps— 75 Nos pa, 
(Iii) Plastic pumJSfr-4-^150 Noli pa, 
(tv) Canned glandless pumps—20 
Nos pa, (NU); M/s Inter State Equip¬ 
ment (India) Pvt Ltd; E*24 t M.D.S.B. 
II, Ring Road, Delhi. (Bhaga— 
Bihar)—Aerial Ropeways—worth Rs 
one crores pa. (NU). 

Machine Tools 

M/S Indian Sugar and General Engg. 
Corp. Ltd: B-61, Greater Kailash, New 
Delhi-48. (Yamananagar-Haryana)-- 
Plate Levelling machines—20 Nos pa. 
(NA). 

Earth Moving Machinery 

M/s Forbes Forbes Compbell and 
Co. Ltd: Forbes Bldg., Home Street, 
Fort, Bombay-1. (Maharashtra)—High 
speed loaders—180 Nos pa. (NIJ). 

Engg. Industries 

Shri K.P. Agarwal: A1/125, Safdara- 
jang Enclave, New Delhi-16. (UP)/ 
Rajasthan)—Razor Blades—100 million 
Nospa; (NU); M/s Hindustan Gas 
and Industries Ltd: Industry House, 
10 Camac Street, Calcutta-18. (West 
Bengal)—Engineers steel files—Expan¬ 
sion from the existing capacity of 
1,80,000 dozens to 2,80,000 dozens 
pa. (SE); M/s Tickno Plastics: 9/46, 
Kirti Nagar, Industrial Area, New 
Delhi-15. (Delhi)—(i) Milk Bottle 
Crates—100,000 Nos pa, (ii) Pouch 
Crates—60,000 Nos pa. (NU). 

Office and Household Equipment 

M/s Indo Berolina Industries (P) Ltd: 
1BI House, T-86, Andhari, Kurla Road, 
Near Marol Naka, Bombay-59 (AS) 
(Mararashtra)—Finned tube air coolers 
for process plant —* Rs 80 lakhs pa. 
(NA). 

Industrial Instruments 

M/s Mahindra & Mahindra Ltd: 
Gateway Building, Apollo Bunder, 
Bombay-1. (Bombay-Maharashtra)- In- 
line flowmeters (£" to 2") — 500Nos pa. 
(NA). 

Chemicals 

M/s Madhya Pradesh Audyogik 
Vikas Nigam Ltd: ‘A’ Block, Old Sectt, 
Bhopal (Madhya Pradesh) — Industrial, 
Explosives (Permitted)—6000 tonnes 
pa. 

Drugs And Pharmaceuticals 

M/s Merck Sharp and Dhome of 
India Ltd: New India Centre, 17, 
Cooperge, Bombay-1. (Maharashtra)— 
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—Radicyte Capsules—12 million Nos 
pa. (NA). 

Fftfer 

M/s Star Paper Mills Ltd: Bajoria 
Palace, Seth B.D. Bajoria Road, Saha- 
ranpur (UP), (Saharanpur- UP)—Pulp 
and paper—Expansion from the exist¬ 
ing capacity of 39,200 tonnes each pa. 
to 46,200 tonnes each pa. (SE). 

Ceramics 

M/s Doshi Bros (P) Ltd: 49, Bhag- 
wati Kirpa, Behind Vikas Griha, 
Bhavnagar-2. (Gujarat) —(i) Crockery of 
the descriptions as applied for*—42,00 
tonnes pa, (ii) Glazed wall tiles—5400 
tonnes pa. (NU); Shri Vivek N. Bhas- 
kar: C. 95, Muharani Bagh, New Delhi. 
(Faridabad-Haryana) — Refractories 
(Refractory Castables, Ramming mas¬ 
ses, Monolilhics, Bonds and Chemically 
Bonded Refractories)—10,000 tonnes 
pa. (NU). 

Timber Products 

M/s Assam Saw Mills and Timber Co 
Ltd: Jalan House, 62, Ballygunge Cir¬ 
cular Road, Calcutta-19, (Namsai 
(NEFA-Assam)—Plywood of all des¬ 
criptions—10,765,000 sq. metres pa af¬ 
ter expansion. (SE). 
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COMPA NY MEETINGS 

THE SCINDIA STEAM NAVIGATION 

COMPANY LTD. 


Summary of speech of Shri Krishnaraj M. D. Thackersey, Chairman, The Scindia Steam 
Navigation Company Limited, Made at the 52nd Annual Genera! Meeting of the Share¬ 
holders on Wednesday, the 15th December 1971 at Patkar Hall, Bombay-l. 


Indian Shipping in general and your 
Company in particular is greatly ho¬ 
noured by the conferment of Padma 
Vibhushan by the President of India 
on Smt. Sumati Morarjce who is the 
Direct or-in-Charge of the Company. 
Smt. Sumatiben richly deserves the high 
National honour for her outstanding 
contributions to the cause and develop¬ 
ment of Indian Shipping. 

On this occasion, I would recall 
the passing away of that Grand Old 
Man of Indian Shipping Shri M.A. 
Master on 7th January, 1970. As you 
know, Shri Master was one of the chief 
architects of your Company and was 
associated with it since its inception un¬ 
til 1948 when he retired as its General 
Manager. He grew with Indian Shipp¬ 
ing and his contributions to the pro¬ 
gress of your Company and of Indian 
Shipping were indeed very great. 

I am happy to inform you that your 
Directors have recommended payment 
of dividend at Rs 2.25 per share sub¬ 
ject to appropriate taxation for the 
year 1970-71 as against Rs 1.75 per 
share paid last year, I trust this pro¬ 
gressive trend will be welcomed by you 
all- 

The percentage of dividend exempt 
under Section 80K has been provisional¬ 
ly determined by the Income-tax Offi¬ 
cer at 62.88%. 

With an amendment to the Income- 
tax Rules, for the relief available under 
Section 80J, the basis for calculation of 
capital employed has been so revised 
as to reduce this benefit. 

I had already mentioned last year 
the ever spiralling costs of ship opera¬ 
tion. This tendency had continued 
unabated during the year. The fuel 
cost had gone up. Port charges/marine 
dues and stevedoring charges had gone 
up substantially in Indian as well as 
overseas ports. There had also been 
increase in the salary bills. 

Your Company always aims at mo¬ 
dernisation and diversification of its 
fleet which is absolutely necessary to 


provide efficient and fast shipping ser¬ 
vice in the face of ever-increasing com¬ 
petition. 

The Company’s new tonnage pro¬ 
gramme is: (a) Out of the eight East 
German ships already ordered out, six 
have been received and the remain¬ 
ing two are expected to be delivered in 
1972; (b) two ships of 16,200. dwt. 
each under construction with Rheins- 
tahl Nordseewerke GmbH, West Ger¬ 
many, arc also scheduled to be delivered 
in 1972; (c) the bulk carrier of 53,000 
dwt. . ordered from Rhcinstalil Nor¬ 
dseewerke GmbH, West Germany, is 
scheduled to be delivered in May 1974; 
(d) the bulk carrier of 75,000 dwt. or¬ 
dered out from Scott Lith£,ows Ltd., 
Glasgow, U.K. is scheduled to be de¬ 
livered in 1976. 

The Company sold six ships during 
the year. 

Your Company has at present 42 
steamers of 3.79 lacs GRT, as compar¬ 
ed to 255 steamers of 24.92 lacs 
GRT. owned by all the Indian Ship¬ 
ping Companies. 

As you are aware, the Company ac¬ 
quired its first bulk carrier m.v. Narot- 
lam Morarjce in 1968-69. I am happy 
to report that it has been possible to 
fix this ship on a three yearly charter 
at a good rate. 

As authorised by the shareholders 
last year to bid for the shares belonging 
t o Dr. Dharma Icja in the Jay anti 
Shipping Co. Ltd. the Company made 
applications for the purchase of these 
shares but the Government have not 
given their approval. As you are 
aware, the Government have now na¬ 
tionalised the Jayanti Shipping Com¬ 
pany Ltd. 

The Finance Minister in his budget 
speech announced withdrawal of De¬ 
velopment Rebate for assets acquired 
for industries generally after 31st May 
1974. This decision will hit shipping 
industry seriously. Despite the reluc¬ 
tance of world’s shipyards to accept 


Indian orders due to overbooking and 
difficulties to extend credit, even if the 
shipping companies succeed in placing 
orders now, none of the ships can 
be delivered before May 1974. The 
Finance Minister's hope that the ad¬ 
vance notice of abolition of Develop¬ 
ment Rebate would accelerate the pace 
of investment cannot be realised in the 
case of shipping industry. 

With effect from February 1971, 
Shipping Development Fund Commi¬ 
ttee has increased rate of interest from 
3 to 4.5 percent. Further the period of 
initial moratorium as well as the period 
of amortisation have been reduced. 

Practically all the maritime nations 
give tax concessions in one or more 
forms such as complete exemption from 
or lower rate of tax, accelerated de¬ 
preciation, advance depreciation, in¬ 
vestment allowances, tax-free reserves, 
etc. which cover on a conservative esti¬ 
mate over 70 percent of world shipping 
registered under various flags. 

In the U.K. the Government have 
given incentives in various forms like 
initial deduction, investment allowance, 
investment grants and free depreciation. 
Free depreciation has been granted from 
April 1965 and is available only to 
shipping industry. Under this allow¬ 
ance a new vessel can be written off 
entirely in the first year if the profits 
permit. Similar incentives are given to 
shipping industry in Greece, Liberia, 
Panama, Scandinavian countries (Nor¬ 
way, Sweden & Denmark). It is there¬ 
fore imperative that something will 
have to be done by our Government to 
enable Indian Shipping to face interna¬ 
tional competition. 

The Government will have to consider 
alternative measures of fiscal relief, 
either free depreciation of ships or crea¬ 
tion of tax-free replacement and ex¬ 
pansion reserves which the companies 
can only utilise in purchase of new ships 
to reach the tonnage target of the 
Fourth Plan. 

The Management of the Jal&nath 



Insurance Limited one of your Com¬ 
pany’* subsidiaries, has been taken 
ov£r by the Government of India and a 
custodian has been appointed. The 
compensation that your Company is 
supposed to receive under the General 
Insurance (Emergency Provisions) Act, 
1971 has not yet been determined. « 

The case filed by the B.S.N, Co. 
0955) Ltd. against the Maharashtra 
Government in respect of subsidy has 
still not come up for hearing. 

The present Minister for Shipping and 
Transport, Shri Raj Bahadur, is not new 
to shipping. He had rendered signal 


company notices 

NEW INDIA SUGAR MILLS 
LIMITED 

NOTICE 

Notice is hereby given that the Thir¬ 
ty seventh Annual General Meeting of' 
New India Sugar Mills Ltd. will be held 
on Thursday* the 30th December, 1971 
at 3 P.M. at 21 A, Ballygunge Place, 
Calcutta for the following purposes: — 

1. To receive and consider the Re¬ 
port of the Directors and to 
adopt the Audited Accounts of 
the Company for the year ended 
30th June, 1971. 

2. To declare dividends. 

3. To elect Directors in place of 
Shri P.D. Himatsingka and Shri 
G, N. Khaitan who retire by 
rotation and being eligible 
offer themselves for re-election. 

4. To appoint Auditors and fix 
their remuneration. 

As Special Business: 

To consider and if thought lit, to pass 
with or without modification the follow¬ 
ing resolution as an Ordinary Resolu¬ 
tion :— 

5. Resolved that the Board of Di¬ 
rectors be and, they are hereby autho¬ 
rised to contribute and/or subscribe to 
any Institution, organisation or fund 
for any scientific research, charitable or 
other purposes iiQtdireqtly relating to 
the business of the Company or $p the 
welfare of its employees* from time to 
timo upto a total of Rs 3,5 lacs jtn any 
financiaI year notwithstanding that 
such amounts ht any financial year will 
exceed 5% of the Company’s average 
net profits as determined in accordance 

*. With the provisions of the Companies 
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service to the* development of tndtgn 
Shipping when he was 'Minister« Of 
Shipping before. With profound know¬ 
ledge or the development problems of 
shipping, combined with Ms great real* 
dynamism and drive, Shri Rai Bahadurji 
will be able to guide the shipping In¬ 
dustry to onward progress. 

I take this opportunity to convey our 
special thanks to the Minister and De¬ 
puty Minister for Shipping and Trans¬ 
port, the Secretary and Joint Secretary 
and other officials in the Ministries of 
Finance and Transport, the Director 
General of Shipping and his officials as 


Act, 1956, during the three financial 
years immediately proceding. 

By Order of the Board, 
S.N. Gupta, 
Secretary. 

21 A, Ballygunge Place, 

'Calcutta, the 27lh November, 1971. 

Notes:— 

1. A member .entitled to attend and 
vote at the meeting is entitled 
to appoint a proxy to attend and 
vote instead of himself and the 
proxy need not be a member. 

2. Shareholders are requested to 
notify any change of address, 
failing which the dividend war¬ 
rants will be posted to their ad¬ 
dresses as registered with the 
Company. 

3. The Register of members of the 
Company will remain closed 
from the 24th December, 1971 
to the 30th December, 1971 
both days inclusive. 

4. The dividends when declared 
will be payable to the registered 
shareholders as on the 30th De¬ 
cember, 1971 or to their man- 
datees on or after the 25th Janu¬ 
ary, 1972. 

Explanatory Statement has been sent 
to the Shareholders. 


BHARAT SUGAR MILLS 
LIMITED 

NOTICE, 

Notice is hereby given that the For¬ 
tieth Annual General Meeting of Bharat 
Sugar Mflte Ltfv* will be held on Thurs¬ 
day, the 30th December* 1971 at 3.30 
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tfetl a* the officiate of Transclmrt for 
ittp# guidance, help and advice. One 
thanks are also due to the officiate of 
the Shipping Development Fund Com¬ 
mittee for their co-opcration and assis¬ 
tance, 

I also thank our patrons, shippers 
and other well-wishers of the Com¬ 
pany. I thank the Management, officers 
and staff both ashore and afloat and 
the agents at various ports for their 
devotion to duty, 

(This does'not purport to pea record 
of the Proceedings of the Annual 
General Meeting: 


P.M. at 21 A, Ballygunge place, Cal¬ 
cutta for the fallowing purposes:—- 

1. To receive and consider the Re¬ 
port of the Directors and to 
adopt the Audited Accounts of 
the Company for the year ended 
30th June, 1971. 

2. To declare dividends. 

3. To elect Directors in place of 
Shri N. L. Kanoria and Shri 
P. K, Khaitan who retire by ro¬ 
tation and being eligible offer 
themselves for re-election, 

4. To appoint Auditors and fix their 
remuneration. 

By Order of the Board, 

S.N. Gupta. 

Secretary. 

21 A, Ballygunge Place, 

Calcutta, the 3rd December, 1971. 


Notes: - 

1. A member entitled to attend and 
vote at the meeting is entitled 
to appoint a proxy to attend and 
vote instead of himself and the 
proxy need not be a member. 

2. Shareholders are requested to 
notify any change of address, 
failing which the dividend war¬ 
rants will be posted to their add^ 
resses as registered with the 
company. 

3. The Register of members of the 
Company will remain closed 
from the 28th December, 1971 
to the 30th December, 1971 both 
days inclusive. 

4- The dividends, when declared 
will be payable to the registered 
shareholders as on the 30th De¬ 
cember, 1971 or to their man- 
datees on or after the 25th Jan¬ 
uary, 1972. 
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CONSOLIDATED COFFEE LIMITED 


Speech of Mr. M. A. Sreenivasan, Chairman, at the Twenty.Elgfcth Abor«I General 
Meeting of Consolidated Coffee Limited, on 10th December 1971. 


We meet at a time when our nation 
has been drawn in to war* Our thoughts 
go out to our brave fighting forces in 
the air and on the land and the seas, and 
wo pray for their speedy victory and the 
restoration of peace in the sub-conti¬ 
nent. 

You will agree that we have good 
reason to be pleased, as indeed the en¬ 
tire coffee planting industry has, over 
the record crop harvested during the 
year. It has brought much satisfac¬ 
tion and encouragement coming, as 
it did, after one of the poorest crops 
harvested in recent years. 

It has also served to remind us 
sharply, almost mockingly how largely, 
even in this age of advanced agricul¬ 
tural science and technology, the for¬ 
tunes of the industry continue to be 
dictated by the weather and its vagaries. 

The all-India Coffee crop of 1,08,000 
tonnes was about 50% higher than that 
of the previous year. The expected 
total next year is again about 50% 
lower. Your Company’s harvest of 
6,009 tonnes was much more ihan 
double that of the previous year 
and nearly double the anticipated 
crop of the next. It is obvious that 
these steep variations and uncertainties 
call not only for more serious thought 
and action by planting experts and exe¬ 
cutives but also lor more sympathetic 
understanding by Finance Ministers. 

The bumper crop has brought some 
problems in its wake. There is the prob¬ 
lem of marketing the larger tonnage 
amidst restrictions imposed by quotas 
and allocations, and in the face of ag¬ 
gressive competition from other coffee 
producing countries. And there are 
complaints of a decline in quality. But 
the cloud is not without its silver lin¬ 
ing. The abundant crop has resulted in 
a fall in prices, which is not only wel¬ 
come to consumers at home but also 
makes Indian coffees less uncompeti¬ 
tive abroad. 

Talking of quality, it is an admitted 
fact that India can grow some of the 
best coffee in the world. There was a 
time when the mere mention of the name 
of the estate in which the coffee was 
grown commanded a high premium in 
London and Hamburg), While the 
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pooling ol all coffee with the Coffee 
Board, and the grading and marketing 
done by it have benefited the planter 
by bringing about a measure of stabi¬ 
lity in prices and relieving him of the 
headaches of selling, it may not be 
incorrect to say that the system has 
tended to obliterate the premium that 
top quality commanded, and the pride 
it brought, as well as the incentive it 
gave to the grower, and one wishes that 
a way could be found for restoring the 
reward for high quality production. 
The situation calls for attention parti¬ 
cularly in view of the fact that the eco¬ 
nomics of coffee cultivation today are 
tending more and more to favour the 
cultivation of Robustas in places of 
Arabicas; and if the tendency persists, 
it may not be long before the finer quali¬ 
ties, of coffee, for which our country 
was famous are ousted by lower grades. 

I spoke earlier of the aggressive com¬ 
petition that Indian Coffee has to face 
in foreign markets. While our coffees 
can match any grade or quality of coffee 
in the world, they seem to enter the 
race with two main handicaps. First, 
our inability to make firm offers of 
particular types in specified quantities 
at agreed prices — which is what the big 
roasters and blenders of the importing 
countries want. The second handicap, 
and by no means a light one, is the price. 
As recently as June of this year several 
countries like Uganda, for instance, 
were offering lower grades of coffee 
comparable to ours at about half the 
price wc could quote. Firm offers from 
other countries for qualities of Arabica 
comparable to ours were also found to 
be ten to 20 percent less. 

The record harvest and the steep fall 
m price that came in its wake has con¬ 
siderably lightened the second handi¬ 
cap: and it was good to know from the 
statement made by the Hon'ble Mr. 
A. C. George, Deputy Minister for 
f oreign Trade, who lecenlly led the 
official delegation to Japan and the 
Far East, that Indian coffees have 
achieved a break-through in those 
countries and especially in the coveted 
and fast expanding Japanese market, 
which is outside the quo£a restrictions. 

But record harvests come not every 
year as indications of the coming crop 
are already making dear* Our coffees 


may again be saddled with the second 
handicap unless steps are taken to 
lighten the burdens that are at present 
imposed on it. 

I say imposed for some of the biggest 
handicaps are those loaded op the in¬ 
dustry by the Central and State Go¬ 
vernments in the shape not only of an 
excessively high Agricultural Income 
tax—60% in the case of your Company 
—but also of Excise duty and Sates 
tax even on coffee exported out of the 
country. 

It is indeed unfortunate that the 
Coffee Board’s appeal for exemption 
of export coffee from Sates Tax was 
unsuccessful owing to what seemed to 
be legal or procedural flaws. But I 
venture to think a way could and should 
be found to remedy the defects an to 
restore to exported coffee the exemption 
vouchsafed by Article 286 (1) (b) of the 
Constitution. 

As for the industry itself, its perfor¬ 
mance has raised India to the third 
rank in the world in the production of 
coffee (the top rank being held by tea) 
while India still ranks 42nd in the world 
in rice and 49th in cotton. Given suit¬ 
able incentives, to which I shall refer 
later, there is no reason why coffee 
should not also attain pride of place 
and be bracketted with tea as first in 
the whole world in production per hec¬ 
tare. 

But over the years in which produc¬ 
tion has been doubled and trebled, the 
economics of coffee cultivation have 
presented some odd and disturbing fea¬ 
tures that call for serious attention. In 
my earlier address to you I described 
some of the odd features and strange 
anomalies resulting from the current 
slab system of taxation. I shall confine 
myself today to some observations on 
costs and margins. 

Not long ago, 1 was looking at the 
crop statistics over the last half century 
of some typical coffee estates in the 
State. Fifty years ago a couple of 
hundred weights per acre was a good 
harvest and made a tidy profit for the 
planter. Five hundred-weights was a 
hrnmr crop that brought prosperity 
and jtibilafioh. Today that bumper 
harvest of five hundredweights Would 
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Behind every Hindu¬ 
stan Teleprinter is 
backing...of great 
experience and skill. 
You notice, the word 
Teleprinter is prefixed 
by Hindustan, which 
means all of it is 
Indian. Not only that, 
the country we serve 
is India, the people we 
serve are Indian. 

P & T departments, 
banks, commercial 
houses, railways, news 
agencies—all of these 
use Hindustan Tele¬ 
printers for quick, easy 
authoritative function¬ 
ing. You send a 


WHAT S BEHIND 
MASTERPIECE ? 
A MASTER. 


telegram, or ask for a 
reservation or read a 
newspaper—the 
messages are relayed 
through teleprinters. 
Hindustan Teleprinters 
is a public sector 
undertaking that has 
been making 
continuous and 
sustained profits over 
the past 10 years it has 
been in production 
and distributing this 
profit in forms of 
bonus and lowered 
unit price. 

Yes, we're past masters 
at it. 


Some Interesting 
Facts: 

1. 2S'/o decrease in 
unit price—from 
Rs. 7000/- in 1968 to 
R$. 5300/- in 1970. 

2. Saving of Rs. 8.18 
lakhs during '69-'70 
on account of 
import substitution. 
Reduction of 
imported compo¬ 
nents to 9. 

3. Profit of about 
1 9T/r on sales. 

4.12' ;• dividends on 
equity shares. 



Hindustan Teleprinters— 

In the service of instant 
‘ print ed communication. 

© 

Hindustan teleprinters 

limited (A Government of Undertaking) 
G,S.T Rd,. Gumdvo Madras-32. 


mcm/ht/4 
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Milk co-operatives as an 
instrument for social change 



In Kaira, people of 
all castes line up 
in the same queue 
day after day. 

Social changes are not easy to bring about by legislation. 
Especially in tradition-ridden, custom-bound villages. But 
equal partnership in a milk co-operative seems to work 
miracles. When people of all castes learn to stand together 
in a queue at a milk collection centre—day after day after 
day—another blow is struck at social inequality and 
intolerance. And a life style slowly begins to change—* 
for the better. 0 

Amul has shown the way. 


* •* 

[aw/A»W«0< 
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barely meet the cost of production, if 
it does not actually land the planter in 
a loss. The breakeven point or payline, 
as it is espied, ,the boundary line bet-, 
’-ween bj|^f‘iird"red, is now somewhere 
between 54 to 64 cwts. an acre. 

' % ' ■ , | ' 

Tf$ pay line is inexorable, and^its dec- 

tatei are ignored at peril. If I may give 
one^riking example, I would cite the 
gold mines,of Kolar. There, instead 
of li^indredweights of coffee per acre 
it is $ case of penny weigh tsdf gold that 
could be won from a ton Of rock ex¬ 
plored* blasted and raised from the 
bowels of the earth. Thepayline decides 
whatis payable ore—what is gold bear¬ 
ing rock worth mining and what is not. 
A rile of just one pennyweight in the 
payfine, from say 5 to 6 either on ac¬ 
count of increased costs or added levies 
condemns Idkhs of tons of gold-bearing 
ore to lie rejected and buried for ever; > 
Andfthis i#just what happened some 
years ago when the then State Govern* 
ment swayed by fanciful visions eort** 
jured up by the words ‘gold mines', 
and political considerations imposed 
heay|r additional duties that pushed up 
the phyline and turned millions of tons 
of gpld ore into neglected rock even as 
the fair Ahalya was turned to stone by 
the $prsc of Gautama, Aesop’s fable 
of tttp goose and the golden eggs could 
not have been more literally illustrated. 
The jj(oId mines, now nationalised, are 
wording at a substantial loss. But, as 
the yftlue of, the Rupee goes down, the 
premium on gold goes up;* And with 
mon^ manipulations and erratic cur¬ 
rency in mahy countries abroad and 
withfibur mounting inflation and un- 
VlXaent and our dire need Tor fo- 
xchange, tbeip may be some justi- 
for securing the yellow metal 
t undue cost to the Exchequer and 
on the tax p»y® r * No stteh ex- 
t/ yould ^ however to 

any ’Industry iowhich thousands of; 
sh a reholdcrsfiavp invest^ their savings. 
Everj^rise in 4b&j&»st of production of 
coffee; be it labour charges, price of 
fertilyr or insecticide contributes to 
raise $he brej$fc-even point, and every 
additional tax or duty .pushes it still 
farther* Estates once viable may have 
to be abwfby^ • 

It is to the credit of the industry that, 
With constantly improving cultural 
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techniques and increased inputs, the 
acre has been pressed to yield more and 
more. But there is a limit up to which 
thiscan bedone withoutclejriment to, 
tte land and injury to the plant; and it 
would be rash to ignore the note of 
warning recently sounded by the Chair¬ 
man of the M.S.P.A. at its ,Annual 
General meeting in October last that 
the time is not far off when the cnltiva 
tion of coffee may cease to be worth¬ 
while. If our coffee has to be inexpen¬ 
sive at home and competitive abroad 
it is obvious that nothing should be 
dope to push up the break-even point, 
and that, on the contrary, steps should 
be taken to lower it by lightening the 
levies imposed upon it. 

Tt was therefore heartening to hear 
the assurance given by Mr. Dharma 
Vira, the Governor of Mysore, at the 
meeting of the M.S.P.A* I referred to 
earlier that the lax concessions and 
incentives given for tea cultivation 
would be extended to the cultivation of 
coffee. The industry owes a debt of 
gratitude to him for promise of this; 
long-delayed relief aqd his reason to 
hope that its implementation may not 
be further delayed. 

As will be seen fromj&the Directors’ 
Report, substantial progress has been 
made in bringing further, acreages un¬ 
der coffee, olenges and cardamom. 


W$3 

Plans for diversifications are being ac¬ 
tively pursued but progress has been 
slow owing to causes outside ow cant- 

\ ■■■' 1 •, \. , ■ , . ■ ; 

I am glad to report however -that the 
Govermcnt of K%sorc have beep plea¬ 
sed toj sanction the lease to your Com¬ 
pany of 500 acres 'of forest %nd in 
South Kanara for the cultivation of 
Cocoa. 

To mark the record crop of ov«n? 6,000 
tons during the year, your Directors 
have thought it fit to recommend the 
payment of an enhanced dividend of 
18% as a special case. 

Labour relations have continued to 
be cordial and lain sure you will join 
my colleagues and me in ex^essing 
warm appreciation of the work; of the 
officers and staff ife,the Company 5 under 
; the able and energetic Ieadershij|vof the 
Managing Director Mr. It! B. S|$mana, 
and the Field Manager Mr. M* 
A pa i ah. 

To every one of my colleaguei^n the 
Board 1 am grateful for. their ;4atued 
help, co-operation and guidawSfc! 

> “ i „>; 

(This does not purport tfS be Record 
of the proceedings of the Annual Gene¬ 
ral Meeting). 


QOVBRNMENT OF INDIA 

5 per cent National Defence Loan 1981 to be issued at Rs 100.00 per cent and rdiayable af. ear on 
20th December, 1981. 

> Loan 1986 to be issued at Rs 100,00 per cent ind repayal 


2001 to be issued at R« 1 oo, 00 per cent and repayi 


5$ per cent National Den 
on 20th December, 1986 

$2 per cent National Defence 
on 20tb December, 2001. 

Subscriptions to the above Io||*s will be received simultaneous^ and will be Hi 
total of R$ 100 croresr (approxiiddtely). Subscriptions maybeiftthe form of cai 
Government reserve the righi to retain subscriptions up to ten per dght in excess of t 
amount. p 

If the total subscriptions or the ibanseivederef exceed the notified figure plus the 
ten pdf cent retainable as aforesaid, partial allotment will be made tfi respect of live su 
^sptved and the balance refunded in cash as soon as possible. 

$ v:' Thenew loans will bear Interest firom the 20th of December 197L .. Interest will 
yearly on the 20th June and 20th December. Interest payable on jhc securities of all 
loansV,WHI be liable to tax under the Income-tax Act, 1961. Interest ort Government 
along with income in the form of interest or dividends on other approved investmenti 
exempt from income-tax subject to aiimit of Rs 3000/- per annum and subject to 
sions bf Section 80L of the Income-tax Act, J961. 

Subscription lists will open op the 20th of December 1971 and close on 22nd of 
1971 or eaflter without notice. 

Applications for the new loan! will be received at: 

(a) OflficcsOf the Reserve Bank of India at Bangalore, Bombay (Fort and Bycu 
Hyderabad, Kanpur, Madras, Nagpur, New Delhi and Patna; „ 

f ‘ h * State Bankof Into 

“' Tfwufy work except at the branch of the State Bank of Hyderabad, Gunfoundry, Hy- 

derabad; and 

fc) branches of theState Bank Of India at other places in India. ( 
por full particulars please apply to any of these offices or branches. 
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V for all our paints 

and ancillaries known to 
Ml you for over 20 years. In future, 
■ ask for all our products under 
M the brand name ADDISONS. 
W The same excellence and 

f superfine quality 

of all our products will 
continue to be maintained as hitherto. 
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New Taxes for 


The UNION Finance Minister, Mr Y.B. 
Chavan, made a statement in Parlia¬ 
ment on December 13, 1971, wherein 
he proposed additional taxation whose 
combined reveneue will be Rs 135 
crores in a full year out of which Rs 
60 crores will be under customs and 
Rs 65 crores under central excise. In 
the remainder of the current fiscal year, 
the yield from the new taxes is esti¬ 
mated to be about Rs 40 crores. In 
addition to the levy of a surcharge of 
2.5 per cent on income tax paid by all 
companies including foreign companies, 
the new taxes include the increase in 
export duty on carpet backing and 
hessian by Rs 400 per tonne. The ex¬ 
cise duty on sacking has been increased 
by Rs 175 per tonne. Full text of Mr 
Y.B. Chavan’s statement follows: 

I rise to take the Honourable House 
into confidence regarding the additional 
measures we propose to adopt for en¬ 
suring the maximum mobilisation of 
resources for the defence effort. But 
before I do so, I would like to review 
briefly the developments since the pre¬ 
sentation of the budget in May. 

Increase in Plan Outlay 

Honourable Members will remember 
that the regular budget for the current 
year as it was finally passed had envisa¬ 
ged a substantial increase in the out¬ 
lay on the Plan and on social welfare as 
also a modest provision of Rs 60 crores 
for providing relief to refugees from 
Bangla Dcsh. This last provision had 
to be increased by Rs 200 crores in 
August and another demand for Rs 
100 crores is before the Parliament. 

In addition to this staggering burden 
of refugee relief which has been miti¬ 
gated only in part by assistance from 
the international community, we have 
had to reckon with natural calamities 
in a number of states including the de¬ 
vastating cyclone that hit the coast of 
Orissa; and these have necessitated 
much larger assistance from the centre 
to the states concerned. Defence ex¬ 
penditure is also likely to exceed the 
provision envisaged in the budget. We 
have not stinted and will not stint in 
ensuring that our armed forces are well 
equipped to carry out their heroic res¬ 
ponsibility to safeguard the integrity 
and honour of the motherland. 

Against this background, it has been 
our endeavour for the past several 
months to keep the fiscal position under 
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Defence Effort 

constant review. Our first endeavout 
has been to ensure the utmost economy 
in non-PIan expenditure. Guidelines 
have been issued to the central minist¬ 
ries to curtail their non-contractual non- 
PJan expenditure to the extent of at least 
five per cent and we expect this to result 
in a saving of Rs 50 to 60 crores. Wc 
have also urged the state governments 
and public sector enterprises to attempt 
similar economies. In the matter of Plan 
expenditure too, the Planning Com¬ 
mission, in consultation with the mini¬ 
stries and the state, has been curren¬ 
tly engaged in an exercise to explore the 
scope of effecting economies in Plan 
projects without affecting the progress 
of continuing schemes. Wc have also 
held a scries of meetings with the chief 
ministers with a view to bringing about 
an orderly reduction in the size of the 
states 1 overdrafts with the Reserve 
s Rank of India. 

Augmenting Resources 

Alongside with these steps to restrain 
fiscal expenditure, the government have 
been endeavouring to augment re¬ 
sources. The Board of Direct Taxes has 
been asked to expedite the collection 
of income and corporation tax arrears; 
and total collections under direct taxes 
this year may well exceed the budget 
estimates by Rs 70 crores. Owing 
to the liberalisation of import licences, 
I also expect the collection from 
customs to be higher by about Rs 80 
crores than what was earlier thought of. 
An improvement in the realisation from 
small savings over what was indicated 
in the budget is also expected; and the 
net yield from market loans has already 
been better than what I envisaged at 
the time, of the budget. Apart from im¬ 
proved collections from existing taxes 
and other revenue heads. Honourable 
Members arc aware that I have also 
initiated some steps in recent weeks to 
raise resources through fresh imposts. I 
am grateful for the most understanding 
co-operation extended by the states in 
this matter. These measures have had 
a salutary ejTect in curbing the 
overall deficit that was threatening 
to emerge. But even so, during the 
first eight months of the current year, 
i,e. from end March to end November, 
the centre had already incurred a deficit 
of Rs 340 crores as against the provision 
in the budget, as finally passed by the 
Parliament, of Rs 233 crores for the 
year as a whole. 

The desperate attack launched by 
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Pakistan has now added a further di¬ 
mension to our economic and fiscal 
tasks. As I have already .said, there is 
no question of our stinting on the 
defence effort; Honourable Members 
may rest assured that whatever extra 
outlay will be necessary to back up the 
heroic deeds of our forces will be pro¬ 
vided for. In addition, the suspension 
of economic aid on the part of some 
foreign countries may call for a fresh 
look at our overall resources position; 
whatever has to be done on this score 
too will be done. Honourable Members 
are aware that in addition to the greatly 
increased capability of our industry and 
agriculture, we have improved our 
foreign exchange reserves considerably 
over recent years. As long as we re¬ 
main united and determined in our 
purpose, there is no need for any appre¬ 
hension whatsoever that we can be de¬ 
flected from our just course by any 
threats or pressures, economic or other¬ 
wise. 

Needed: Careful Husbanding 

All this calls for a careful husband¬ 
ing of resources in the economy, and 
the adoption of fiscal and other mea¬ 
sures appropriate for promoting econo¬ 
mies, including economies in the use 
of foreign exchange. In this task, the 
entire people have to co-operate with 
the government. For, what the nation 
abstains from utilising is what is avail¬ 
able for the defence effort. On the other 
hand, it is all the mcyxj incumbant upon 
us at the present juncture to ensure that 
prices are kept stable and essential 
supplies are made regularly available 
particularly to the weaker section. 

The Defence of India Rules now per¬ 
mit us to deal effectively with the pric¬ 
ing and distribution of essential goods. 

I would however hope that on their 
own, the responsible sections of the 
community, including industrialists and 
traders, would take such measures as 
would make it unnecessary to have re¬ 
course to the Defence of India Rules. 
While 1 am aware that trade union lea¬ 
ders and others are doing their utmost 
towards strengthening the defence effort, 

I hope they would also exert their in¬ 
fluence towards restraining such de¬ 
mands as could load to an added strain 
cither on the exchequer or on prices. 
Similarly, companies too, I hope, 
would follow a policy of restraint re¬ 
garding the distribution of divtdends.- 

• I have little doubt that, irrespective 
of creed or class, each member of 
the community will contribute Ids or 
her mite to the defence effort. Honour¬ 
able Members arc aware of the im¬ 
portant role of the National Defence 
Fund. On two occasions during the 
past decade, when we were similarly 
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attacked* namely, 1962 and 1965 wc 
had a most encouraging response front 
the public to this fund. The response 
on the present occasiojf, I., am sure, 
would be no less. In contributing ( 
to the national effort, we should not 
also overlook the needs of other agencies 
such as the Red Cross or the Prime 
Minister’s Relief Fund on which also 
much greater responsibility will devolve 
at the present junctirc. 

There are in addition several other 
special schemes in operation for the 
mobilisation of savings, including the 
large array of national savings certi¬ 
ficates; and I would urge that the people 
contribute generously to these schemes 
too. in this connection, I wish to ex¬ 
press my appreciation to representa¬ 
tives of central government employees 
who have shown the utmost sense of res¬ 
ponsibility and patriotism in offering, 
as 1 will have occasion to elaborate in 
another statement which l propose to 
make shortly, that a part of their emo¬ 
luments may be credited to their provi¬ 
dent fund accounts or to the National 
Defence Fund. I hope and trust their 
example will be followed by all sections 
of society who will save additionally at 
least one day’s income in a month and 
contribute it to the National Defence 
Fund or to the various savings schemes. 

We are proposing to float soon a new 
series of National Defence Loans to 
which banks and other institutions 
should be in a position to contribute 
substantially. It is nay hope that the res¬ 
ponse to these National Defence Loans 
will not be less than Rs 100 crores. 

Restraint on Imports 

But Honourable Members will ap¬ 
preciate that we have to be prepared 
for all eventualities. We must take mea¬ 
sures whereby a general restraint would 
be exercised on the demand for im¬ 
ports. We have also to take particular 
care to restrain the use of strategic com¬ 
modities, such as steel and steel products, 
as well as of non-ferrous metals such 
as zinc, aluminium and copper. What¬ 
ever fiscal measures would bring 
about a reduced level of utilisation of 
imported goods and, in general, would 
lower consumption of scarce commodi¬ 
ties have to be enforced in the present 
circumstances. 

Powers are already available under 
Section 4 of the Finance Act, 1971 to 
impose a levy by way of a regulatory 
duty on customs to exercise restraint on 
imports. I propose to avail of this power 
in the present context and impose a 
general levy of 2.5 per cent of the value 
of all imports with the exception of 
food grains, books and a few- other 
special categories. In addition, the same 


regulatory provision is also proposed to 
be invoked to impose on a few specified 
items a higher rate of duty of 10 per 


A corresponding provision exists in 
Section 7 of the Finance Act, 1971 ( 
giving the central government powers to 
ampose regulatory duties of excise to 
achieve a similar purpoese in relation 
to domestically produced goods. It is 
proposed to invoke this provision in re¬ 
lation to a few commodities, such as 
iron & steel products, copper, zinc, 
aluminium and unmanufactured toba¬ 
cco, The additional duty on iron and 
steel and other metals will apply only 
to domestic production without any 
corresponding countervailing duty on 
imports and will thus narrow the diffe¬ 
rence between domestic and import 
prices. The duties on the three non- 
ferrous metals are so graded as to 
promote general economy in their use 
as well as to encourage greater use of 
aluminium. The duty on unmanu¬ 
factured tobacco, which was not touc¬ 
hed in the last budget, will, yield a 
significant revenue of about nine 
crores rupees in a full year. 

Levy on Jute 

There is one further proposal in 
relation to the jute industry where 
profitability has increased greatly as a 
result of buoyancy in the market for 
jute products both at home and abroad. 

1 propose to take advantage of this 
situation and increase the export duty 
on carpet backing and hessian by 
Rs 400 per tonne. I also propose to 
increase the excise duty on sacking by 
Rs 175 per metric tonne. 

Notifications giving effect to hall 
above proposals are being issued andy 
these will come into effect immediately. 
Coppies of these Notifications are being 
laid on the table of the House. 

It is also proposed to, levy a sur¬ 
charge of 2.5 per cent on income-tax 
payable bv all companies, including fo¬ 
reign companies. The new surcharge 
will be applicable with reference to 
current incomes which will fall due for 
assessment in the assessment year 1972- 
73. II will not be possible to collect the 
new' levy through the existing scheme of 
advance tax payments in the Income- 
tax Act. It will, therefore, be necessary 
to sponsor a Bill to achieve the object. 
The Bill will, inter alia , provide that an 
amount equal to 2.5 per cent of the 
advance tax otherwise payable for 
the financial year 1971-72 should be 
paid before March 15, M)72. Credit in 
respect of the surcharge thus collected 
will be allowed against the income-tax 
liability for the assessment year 1972- 
73. The yield from this measure in a full 


year will be of the order of Rs 10 crores 
out of which Rs 7.5 crores is expected 
to be realised this year. I am bringing 
forward, a separate bill to give effect 
tO these proposals. ^ ' * * 

The combined revenue effect of all 
the measures proposed will be Rs 135 
crores in a full year of which Rs 60 
crores will be under customs and Rs 
65 crores under central excise. In the 
remainder of the current fiscal year, the 
yield will be roughly Rs 40 crores. 

Meeting the Challenge 

Honourable Members, I am sure, 
would agree that the measures I have 
proposed will strengthen the economy 
in meeting the present challenge. The 
heroism and valour of our men in the 
Army, Navy and the Air Force and in 
other para-military forces demand a 
similar dedication on the part of all of 
us to contribute our utmost to the 
defnee effort. Sir, it is in that endeavour 
that 1 have claimed the indulgence of 
this Honourable House to make this 
statement. I thank you. 

Brief Description of goods which have 
been subjected to regulatory duty of 
customs at the rate of 10% ad valorem 
on December 13, 1971 

I. Horses of a value exceeding Rs 
2,000 each, 2. Fruits candied crystal¬ 
lised or glaced, 3. Spices, 4. Hops, 
5. Tallow, 6. Cocoa and chocolate 
other than confectionery, 7. Biscuits, 
8. Vegetable products, such as pickles, 
chutnies, sauces, etc, 9. Fruit juices, 
squashes, cordials etc, 10. Certain 
vegetables canned or bottled, II. Cer¬ 
tain fruits canned or bottled, 12. Jams, 
jellies and marmalades, canned or 
bottled, 13. Certain fruit juices, 14. 
Vegetables, canned or bottled, 15. 
Fruits such as apricots, berries, grapes, 
plums etc canned or otherwise packed, 
16. All sorts of drinks n.o.s., 17. Cider, 
18. Ale, beer, port, etc, 19. Wines, 

20. Spirits such as brandy, gin, whisky, 

21. Tobacco, manufactured, 22. Cigars, 
23. Cigarettes, 24. Certain mineral 
oils 25. Liquid gold, 26. Certain coal- 
tar dyes and derivatives, 27. Certain 
paints, colour and painters’ mate¬ 
rials, 28. Plumbago and graphite 29. 
Furniture of wickerwork or bamboo, 
30. Wood pulp, 31. Paper, excluding 
newsprint, 32 Articles made of paper 
and articles of stationery, 33. Alloy, 
tool or special steel bars, rods, or 
flats, 34. Domestic refrigerators, 35. 
Certain items of machinery, such as 
boot and shoe manufacturing machi¬ 
nery, cinema projecting apparatus, 
metal working machinery, mining ma¬ 
chinery, oil crushing and refining machi¬ 
nery, petroleum and gas well drilling 
equipment, refrigerating machinery, 
sugar manufacturing machinery etc, 
36. Motor cars, including taxi cabs* 
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37* Ivory, manufactured. 38k Artificial 
or synthetic resins and plastic mate¬ 
rials, 39. Smokers’ requisites. 

Rrtef; description of g&ods which have 
been exempted from the regulatory 
Arty of customs on December 13,1971 

; i. Grains, 2, Wheat, 3. Rice, 4. Samp¬ 
les of goods which arc exempt under 
the International Convention to faci¬ 
litate the importation of samples and 
advertising material, 5. Trade cata¬ 
logues, price lists and advertising cir¬ 
culars exempt from import duty under 
the aforesaid convention, 6. Paper 
money, 7. Books, printed, including 
covers for printed books, charts and 
maps, proofs etc, 8. Current coins of 
the government of India, 9. Works of 
art, namely statuary and pictures inten¬ 
ded to be put up in a public place and 
memorials of a public character to be 
put up in a public place, 10. Specimens, 
models and wall-diagrams illustrative 
of natural science, medals and antique 
coins. I t. Free items of baggage includ¬ 
ing those covered by concessions under 
the Transfer of Residence Rules and 
Baggage Rules, 12. Vehicles which are 
now passed free under the Convention 
on temporary importation of road 
vehicles, 13. Reimported articles of 
baggage and goods of Indian origin 
and goods imported for repairs and 
return which are now passed free, 14. 
Aircraft materials imported subject to 
re-export, 15. Television equipment 
now passed free subject to bond for 
re-export, 16. Goods imported by post 
and which are now passed free of duty, 
17. Gifts imported by post which are 
now free of customs duty. 18. Unclaim¬ 
ed postal articles which are now exempt 
from customs duty, 19. Free gifts im¬ 
ported by philanthropic organisations 
for free distribution to the poor and 
needy, Which are now exempt from 
basic customs duty, 20. Donations 
such as to the National Defence Fund, 
Indian Red Cross etc, 21. Durable 
containers which are now exempt from 
basic customs duty, 22. Government 
stores imported primarily for defence 
purposes and other articles connected 
with defence or defence personnel and 
are how exempt from customs duty, 
23. Tourist literature which is now 
passed free of duty, 24. Trophies, 
theatrical equipment including costumes 
belonging to any foreign theatrical 
company etc which are now exempt 
from customs duty, 25. Scientific and 
technical instruments etc imported by 
research or educational instutions, 26. 
Goods imported for the Kandla Free 
Trade Zone and ajpe now passed free, 
27. Pontoons imported subject to re¬ 
export; 28. Precious stones imported 
, by post for approval and return, 29. 
Tangible appliances and hearing-aids 
for the bliml and deaf which arc now 
exempt from basic customs duty. 


EFFECTIVE RATES OF REGULATORY DUTY OF EXCIES 


S. 

No. 


Description of Item 


Basic 
duty f 


Regulatory 
duty pro¬ 
posed as 
%age of 
basic duty 


Regulatory 
dutyia I 
absolute 
term 


1. Ferrous Metals 


(V 


Steel Ingots 

Rs 75 per 

50% 

Rs 37,50 


M.T. 



per M.T. 

Iron & steel products 

Rs per M.T. 


Rs per M.T 

(0 Billets 

125 ^ 



6?. 5 

(if) Structures 

125 ; 



62.5 

fin) Merchant products 

125 



62,5 

(/v) Wire rods 

125 i 



62.5 

(v) Galvanised sheets 

325 



162.5 

(vx) Black sheets 

175 



87.5 

(v/i) Plates 

135 ; 

► 

50% 

67.5 

(viii) Sheets 

175 I 



87.5 

(ix) (a) Skelp 

250 j 



125.0 

(6) H.R. strips 

175 ] 



87.5 

O) H.R. sheets & coils 

175 | 



87.5 

00 C.R. sheets & coils 

250 J 



125.0 

Tinplates 

400 


50% 

200.0 


2. Non-ferrous Metals 

(a) Copper 

(7) Ingots including wire bars 


etc 

1500 | 

1125 

(ii) Sheets & circles 

2000J 

1500 


(Effective- 

(Effective 

(///) Pipes & tubes 

500) 

375) 

10% 

7.5% 


(Effective 

(Effective 


about 

about 

Zinc 

Rs 1500) 

Rs 1125) 


Unwrought 
Sheets & circles 


Pipes & Tubes 


(c) Aluminium 

(0 Crude including wire bars 
& rods 

(/#) Sheets & circles 

(Hi) Foils 

(/v) Pipes & tubes, extruded 
shapes & sections and con¬ 
tainers 

3, Unmanufactured tobacco 


A Jute manufactures—other than 

hessians 


500 

800 

(Effective 

300) 

10 % 

( 10 °/^ 

500) 


i 


75".' 


25 % ndv. 

1 20% to 1 

j- 25% J- 


From Rs 
0.25 to Rs 
27.50 per Kg 


Rs 350 per 
tortnc 


^ 25 % 


15 %. 


375 

600 

(Effect ice 
225) 
7.5% 
(7.5%— 
Rs 375) 


6.25% 
5% to 
6.25% 


Rs 0.04 to 
Rs 4.12 
per kg 


50% Rs 175 per 
tonne 
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Third Pay Commission Report 


Thu Third Pay Commission has sub¬ 
mitted its second interim report to the 
government of India. The Commis¬ 
sion has recommended as interim relief 
with effect from March 1, 1970 to the 
employees in the various pay ranges 
from Rs 15 per month in the lowest 
range to Rs 45 m the highest pay 
range. In recommending the interim 
relief the Commission had taken into 
account not only the increase in the 
cost of living but also various other 
factors. For salary groups around Rs 
70 per month it had allowed more than 
cent per cent neutralisation of the in¬ 
crease in the cost of living. The Commis¬ 
sion also indicated that the additional 
relief to be granted to government 
employees when the index average rea¬ 
ched 228 would be in the form of an 
addition to the interim relief already 
granted. It may be stated that the mon¬ 
thly All-India Working Class Consumer 
Price Index (Base: 1949^100) reached 
238 in September 1971, while the twelve 
month average crossed the mark of 
228 by a fraction. Full report of the 
Commission follows: 

Our terms of reference require us to 
consider demands for relief of an in¬ 
terim character. The relevant paragraph 
reads as follows: 

-’4. In case the need for considera- 
ration of relief of an interim charac¬ 
ter arises during the course of deli¬ 
berations of the Commission, the 
Commission may consider the de¬ 
mand for relief of an interim charac¬ 
ter and send reports thereon. In the 
event of the Commission recom¬ 
mending any interim relief, the date 
from which this relief should take 


effect will be indicated by the Com¬ 
mission.” 

In the circumstances detailed in our 
Interim Report dated September 16, 
1970 (hereinafter referred to as *our 
Report), we recommended payment 
of the following amounts as interim 
relief with effect from March 1, 1970 
to the employees in the various pay 
ranges indicated below:— 

2. In our Report we had emphasised 
the paramount need to maintain price 
stability, as we felt that any increase 
in the emoluments of central govern¬ 
ment employees would not be of much 
avail if they were to be largely offset 
by an increase in prices. Nevertheless, 
having regard to past trends, we did 
not rule out the possibility of a rise 
in the price level. And, while not sug¬ 
gesting any automatic increase in the 
quantum of interim relief with changes 
in the price level, we stated as follows 
in para 29 of our Report : 

“If, however, the price situation re¬ 
mains intractable despite all the 
measures the government may take, 
a review may be called for when 
the 12-monthly average of the Index 
reaches 228.” 

Our recommendations in regard to 
grant of interim relief were accepted 
by the government in toto and necessary 
orders issued. 

3. The possibility envisaged m our 
Report of the price situation remaining 
intractable, despite the measures the 


government twpfc, has unfortunately 
materialised* Accordingly* wte have 
been asked by the government to give 
our advice on the question of grant 
of further interim relief to the central 

r mment employees in the event of 
Index average reaching 228. It 
became known to us in early November 
1971 that with the monthly Index for 
September 1971 at 238* the Index aver¬ 
age had reached 228. We, therefore, 
gave urgent consideration to the ques¬ 
tion of grant of further relief to central 
government employees. 

4. The changes in the Index since 
March 1970 are as shown below:— 

It would be seen that there has been a 
spurt in the Index from 19TI On¬ 
wards. In 1970-71 also, the Index had 
gone up during the period July to No¬ 
vember 1970 but there was a downward 
trend thereafter. The spurt in prices 
from June onwards this year has. 
however, been much greater than during 
the corresponding period last year. 

5, It is important to note that the 
character of relief which we are now 
called upon to consider is qualitatively 
different from that recommended by 
us last year. As indicated in para 25 
of our Report, in recommending the 
interim relief, we had taken into ac¬ 
count not only the increase in the cost 
of living but also various other factors. 
We thus allowed more than cent per 
cent neutralisation of the cost of living 
for salary groups around Rs 70 per 
month. We think that the relief to be 
considered by the us now should take 
account of the increase in the cost of 
livingalone. We should, however, make 
it clear that we have not arrived at any 
principles which we would like to follow 
for the grant of dearness allowance in 
future to central government employees. 
We, therefore, thought that the addi- 


MOVEMENT OF ALL-INDIA WORKING CLASS CONSUMER 
PRICE INDEX (1949-100) 


Pay tange Amount of interim 

i elief per month 

Rs R 5 * 

Below 85 1 S 

85—209 25 

210—499 30 

500—1250 A5 

(with suitable marginal ad¬ 
justments) 

The interim relief related to the Index* 
average of 218. 


Referene to the Index are to the All-India 
Work m Class consumer Price Index (1949** 
100 . Th Index average refers to the 12 
monthly average of this index. 


1970-71 1971-72 




Mon¬ 

thly 

Index 

12-mon¬ 

thly 

average 

Mon¬ 

thly 

Index 

,S 3T 

average 

March 

April 

May 

1970 

218 

215.17 

1971 

224 

225.50 

1970 

220 

216.17 

1971 

224 

225.83 

1970 

222 

217.17 

1971 

224 

226 00 

June 

1970 

225 

217.92 

1971 

227 

226*17 

July 

August 

September 

1970 

226 

218 58 

1971 

231 

226 • 58 

1970 

227 

219.33 

1971 

236 

227.33 

1970 

228 

22047 

1971 

238 

22847 

October 

1970 

230 

221.32 

* 



November 

1970 

230 

222.58 




December 

1970 

226 

2X3.50 




January 

1971 

224 

224.25 




February 

1971 

224 

225.00 

t 
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ttdngi relief to be granted to them on 
the Side* average reaching 228 should 
be in the form of an addition to the in¬ 
terim relief already granted. We would 
like to emphasise that the recommenda¬ 
tions which follow, for the grant of addi¬ 
tional interim relief, are in the nature* 
or a$ me concessions only. The con¬ 
siderations on which these recommen¬ 
dations are based might, therefore, 
have no relevance at all to the principles 
which we might adopt in our final Re¬ 
port. 


. 6. We had stated in para 19 of our 
Report: u it would be reasonable to 
ensure that the lowest paid central 
overnment employees should not 
ave to suifer a reduction in real terms 
which would take them below the mini¬ 
mum level considered appropriate by 
the Second Pay Commission 11 years 
ago”. We have taken this as a guiding 
principle for the determination of the 
additional interim relief also. The 
minimum remuneration of Rs 80 
per mensem (Rs 70 pay-fRs 10 dear¬ 
ness allowance), recommended by the 
Second Pay Commission at the Index 
level of 115, would amount to Rs 
151.7 per mensem when adjusted to 
the Index average of 218. Our 
recommendation for interim relief 
raised the total emoluments at the pay 
level of Rs 70 pm to Rs 156 pm, the 
difference being due to reasons which 
we indicated in para 25 of our Report. 
The adjusted value of the minimum 
remuneration fixed by the Second 
Pay Commission comes to Rs 158.6 
pm at Index average 228 as against 
RS 151.7 pm at Index average 218. 
We are of the view that employees at 
this level should be given full compen¬ 
sation for this rise. On this basis, the 
compensation for these employees 
would amount to Rs 6.90 pm Round¬ 
ing off this figure we recommend an 
additional interim relief of Rs 7 pm to 
employees drawing pay below Rs 85 
pm. 

7, We recommended grant of interim 
relief to employees getting pay upto 
Rs 1250 per mensem for considerations 
indicated in para 21 of our Report. 
These considerations continue to hold 
good and we recommend grant of addi¬ 
tional interim relief to employees gett¬ 
ing pay upto Rs 1250 pm. 

$. The next point for consideration 
relates to the determination of the 
amounts of additional interim relief 
to employees in the pay ranges above 
the lowest Slab. For grant of relief to 
employees to these-pay ranges we have 
had regartl to the overall neutralisation 

•Relevant ewtart* am reproduced Ip the 

AflWftxure 1 + 

i k 


percentages at the Index average 218 
abd have adjusted these slightly in the 
light of ttye present objective of merely 
compensating for the increase in cost 
of living since then, 

9. Our recommendation in regard 
to the grant of additional interim relief 
to employees in the various pay ranges 
are as follows:— 


Pay range 

Additional 
interim 
relief per 
month 

Rs 

Rs 

Below 85 

7 

85—209 

8 

210—499 

10 

500-1250 

15 

(with suitable marginal 
adjustments). 



9.2 We recommend that the addi¬ 
tional interim relief should be treated 
sui generis as contemplated in para 25* 
of your Report. 

9. $ We would suggest that the re¬ 
commendations contained in paras 
28* and 30.2 * of our Report should 
mutatis mutandis apply to the additio¬ 
nal interim relief. 

10. As regards the date from which 
the additional interim relief should take 
effect, it would be seen that the Index 
average of228 was reached hi the month 
of September 1971. We, therefore, re¬ 
commend that the additional interim 
relief should be granted with effect 
from October 1, 1971, 

11. The financial implications of the- 
grant of additional interim relief sug¬ 
gested above aie indicated in <thc An 
nexure 11 to this Report. The addi¬ 
tional interim relief is estimated to cost 
Rs 37 crores for a full year and Rs 
15,45 crores during the current finan¬ 
cial year. 

12. As the additional interim relief 
recommended by us takes into account 
the increases in cost of living up to the 
Index average 228, we feel that it should 
not be necessary to grant any other 
compensation to the employees for 
this increase. 

12.2 We hope that the various mea¬ 
sures which the government have taken 
or might take would contribute to a 
reasonable price stability in future. If, 
however, despite all such measures, 
prices continue to rise, a review may 
be called for only when the Index aver¬ 
age reached 238. 

✓ 

13. We are fully aware of the great 
strain on the financial resources of the 
central government at present on ac¬ 
count of rite influx of the Bangia Desh 
refugees, assistance to states for na¬ 
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tural calamities and the additional com¬ 
mitments for defence requirements ort 
account of the grave situation on mt 
borders. We a ho realise that the &ddi* 
tional interim relief recommended bf 
m would put a further strain on these 
resources. Nevertheless* the difficulties 
of the central government employees 
in the face of the steep rise in prices 
have to be appreciated, ft is noteworthy 
that during the period March 1970 to 
September 19/1 although the Index 
average rose by only 13 points from 215 
to 228, the rise in the monthly Index 
was by 20 points from 218 to 238. We 
do not consider that the low-paid cent* 
ral government employees, or for that 
matter the employee* in the middle 
salary groups, have enough resilience 
to absorb the impact of an increase in 
prices of this magnitude. Further, we 
feel that at this critical juncture when 
our Armed Forces a,re deployed to 
counter threats of external aggression, 
they should not have the slightest cause 
for misgivings that assurances given by 
the government regarding mitigation of 
the eifccts of price rises are being diluted 
in any way. If the general state of the 
country's economy or the state of go- 
\ernmenfs finances warrant a freeze 
in wages, it should be of general appli¬ 
cability and not confined to the central 
government employees. Having re¬ 
gard to all these considerations we 
are led to conclude that there is enough 
justification tor the grant of the 
additional interim relief /ecommended 
by us. 

14. We would like to express our 
thanks to the Secretariat of the Commis¬ 
sion for the valuable assistance ren¬ 
dered to us in the preparation of this 
Report. 

Sdt - 

Raghubar Doyal 
Chairman 

Sdi - 

Nihar Ranjan Ray 
Member 
Sdh 

V.R* Filial 
Member 

Sdh 

A.K. Das Gupta 
Member 

Sd‘~ 

H.N. Ray 
Member Secretary 
New Delhi: 

Dated the 27th November, 1971. 

, ANNEXUREl 

RELEVANT EXTRACTS FROM RE¬ 
PORT 

- (Vide Paras 9.0 and 9.3) 

Para 26.., “To avoid complica¬ 
tions and administrative difficulties* we 
accordingly suggest for the govern¬ 
ment's consideration that the interim 
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relief recommended by us should be 
treated ml generis and should not be 
taken into account for determining any 
other allowances or benefits which may 
be admissible to government employees 
on the basic of their pay. Corres¬ 
pondingly, it should not be take 
Into account for determining the 
house rent payable by government 
employees. While we have no 
desire to go into further details and 
Would be content to leave the matter 
for the determination of the govern¬ 
ment at the stage of issuing orders, we 
are of the view that the interim relief 
should be made admissible during leave, 
joining time or during periods of sus¬ 


pension in the same way as the dearness 
allowance is at present admissible dur¬ 
ing such periods.” < 

Para 28. “Our recommendations re¬ 
garding interim reuef are confined: 
tefcthe regular employees and to those 
work charged employees who are nor¬ 
mally entitled to dearness allowance. 
We do not envisage the grant of inter¬ 
im relief to casual staff, to staff paid 
from contingencies, or to extra-de¬ 
partmental agents of the P&T Depart¬ 
ment for whom a separate committee 
is proposed to be set up. Contract em¬ 
ployees are to be remunerated in ac¬ 
cordance with the terms of the contracts 


n 1 ' U 

executed in respect of each emptoyre, 
and eech ease win,therefore have v» hi 
ooRChtaed on merits by.ripe 
mere." ij 11 

Pam 30.2 “The interim reEt& a*.' 
commends above, ehould ' 
to all regular central genet 
ptoyees (including t employees 
territories) and toe personnel 
ing to the All-India Services. The pa* 
sonnet belonging to the Armed Forcee 
should also be given the same amoOPt 
of interim relief and in their cate 
the reckoneble pay for grant of 
interim relief may be determined in 
the same manner as the reckonabie 
pay for grant of dearness allowance.”' 


ANNEXURE II 


ADDITIONAL INTERIM RELIEF RECOMMENDED FOR VARIOUS PAY RANGES AND APPROXIMATE 

ESTIMATES OF COST 


Pay range (reckonabie pay 
for Dearness Allowance) 

Estimated 

total 

number of 
employees 
as on 
March 31, 
1970 

(in lakhs) 

Existing 
rates ot 
Dearness 
Allowance 
(including 
dearness 
pay) 


Interim Relief 


Total 
amount 
including 
existing 
D.A. and 
Interim 
Relief Col 
3+4 (c) 

Additional 
cost per 
month 

Interim 
Relief 
granted 
at Index 
average 
218 

Additional 

Interim 

Relief 

recommend¬ 
ed at Index 
average 228 

Total 
Interim 
Relief 
CoL 4 (a) 
+4 (b) 

1 

2 

3 

4(a) 

4(b) 

4(c) 

5 

6 


(RS) 



(Rs) 

(Rs) 

(Rs) 

(Rs) 

(Rs) 

(Rs lakhs) 

Below 85 


8,02 

71 

15 

7 

22 

93 

56.14 

85—109 


6.67 

71 

25 

8 

33 

104 

53.36 

HO—149 


4,84 

98 

25 

8 

33 

131 

38.72 

150—209 


3.81 

122 

25 

8 

33 

155 

30.48 

210-399 


2.86 

146 

30 

10 

40 

186 

28.60 

400—449 


0.16 

160 

30 

10 

40 

200 

1.60 

450—499 


0.16 

164 

30 

10 

40 

204 

1.60 

500—542 


0.04 

As of 663 

45 

15 

60 

As+ 60 

0.60 

543—999 


0.34 

120 

45 

IS 

60 

180 

5.10 

1000—1250 


0.04 

100* 

45 

15 

60 

160 

0.60 

Total 





\ 



216.60 

) 


As: Amount short of. 

‘Except for marginal adjustments upto R* 1119. 


(Rs iacrores) 


Total cost per annum 26.02 

+10% for Union Territory employees ‘ 2.60 

+Armed Forces Personnel g.46 

M 


Grand Total- 
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